RALES AND SPASMS OF THE CAPITALIST MERCANTILE CIRCULATION

In parallel with the overproduction of capital, which we will
describe in the following article, the arteries of capitalist
circulation have been simultaneously collapsed and
undersupplied, in the dialectic intertwining of the contradictions
of capitalism that produce overcrowding and undersupply at the
same time.

Overcrowdings

The paradigm of this overcrowding has occurred at the Port
of Los Angeles: “The time it takes for goods originating in
Shanghai to reach their destinations through the San Pedro Bay
ports has more than doubled to 62 days since January 2020.”
(Bloomberg 23-11-2021). The average waiting time to enter the
port had skyrocketed from about 7 days to 21 days, while the
number of ships waiting in the bay exceeded 70. Container dwell
times at the port had gone from 2 days to almost 8 days on
average, and the problems do not end there: “7he e-commerce
boom fueled by the pandemic has meant more cargo entering
the US. than ever before. But once dockworkers unload
containers full of Asian-made goods, the lack of yard and
warehouse space to store them often leave the metal boxes with
nowhere to go. (..) chassis are also scarce, with many stuck
under empty containers, while tariffs have made it more difficult
to import new ones from overseas. (...) Another key factor
clogging the supply chain outside ports is the warehouse crunch
across southern California, where vacancies in the existing 2
billion square feet are near 1% and rents have jumped 30%.”
(Bloomberg, 23-11-2021).

High tension in mercantile circulation

Container freight rates from Asia to the US were below
$1,800 and from Asia to Europe at around €1,000. They have
skyrocketed since due to increased tension in the flow of goods.
A peak was reached in August 2021 which has been declining
and is now at the following level.

Origin Destination Price
China/East Asia Western US (via Pacific) 15.889%
Western US (via Pacific) | China/East Asia 1.004%
China/East Asia East US (via Pacific) 17.386%
East US (via Pacific) China/East Asia 891%
China/East Asia North Europe (via Suez) 12.314%
North Europe (via Suez) | China/East Asia 914%
North Europe East USA (via Atlantic) 7.623%
East USA (via Atlantic) North Europe 613%
Source: https://fbx.freightos.com/ (march 2022)

In the same way that differences in electrical tension (voltage)
make it possible to determine the direction of the flow of
electrons, we can observe the direction and intensity of the flow
of goods at the international level in the price differences in one
direction and in the other direction of the same route.
Transport prices from Asia to the USA or from Asia to
Europe are between 13 and 16 times higher than in the
reverse direction! Even the price of transport from Europe to
the USA is more than 12 times higher than the price in the reverse
direction...

The numbers in the table above give an idea — in this
capitalist mercantile society — of what is necessary and what is
superfluous: “in a society of producers who exchange their
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commodities (...) Only through the undervaluation or
overvaluation of products is it forcibly brought home
to the individual commodity producers what society
requires or does not require and in what amounts.”
(Preface to The Poverty of Philosophy, Engels, 1884).

The collapse described above, therefore, is not only the result
of the epileptic resumption of circulation but the result of a real
increase in imports from Asia to the USA: “Roughly four in five
containers leaving the Port of Los Angeles are now
empty, up from three in five pre-pandemic. The carriers are
expediting them back to Asia so they can charge high rates for
the U.S.-bound journey. In October alone, more than 335,000
empties left the nation’s largest maritime hub, bringing the
number of empty containers exported in 2021 so far to
3.3 million. ” (Bloomberg, 23-11-2021).

Can there be a more graphic image of the change of relations
in world production? U.S. capitalism is an imperialism that
exports to the world... empty containers!!!

The following graph shows the increase in China's export
surplus to the US. (Bloomberg, 22-07-2021):
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Imports to the U.S. from China, Taiwan and South Korea have
multiplied, in addition to the fact that “A/most half of the $259
billion in cargo moving in and out of Los Angeles port — the
U.S.’s biggest — involves China and Hong Kong. ” (Bloomberg,
22-07-2021).

The monthly U.S. trade deficit in January 2022 was $89.7
billion with the world (U.S. Bureau of Economic Analysis). It has

followed the following historical trend:
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US protectionism

The projection of all this in the attitudes of the various
Western imperialisms that are overwhelmed by the avalanche of
commodities is protectionism.

The US has avoided adopting the elimination of tariffs on
Chinese imports to mitigate inflation (which we will discuss
shortly), while the US bourgeoisie denounces China's non-
compliance of their agreements, as if the production volcano
could be corseted by mere words on a piece of paper: “China
didn’t meet the purchasing targets in the agreement, in which it



pledged to buy an extra $200 billion in U.S. agriculture, energy
and manufactured products over the 2017 level in the two years
through the end of 2027 ” (Bloomberg, 07-02-2022).

The U.S. bourgeoisie is not the only one that feels it has been
overwhelmed, let's remember that the joint declaration of the
U.S. and the EU in May 2021 was in the following terms: “globa/
overcapacity is largely driven by third parties, " a clear allusion to
China, and noted that the distortions it generates "pose a serious
threat"” to both U.S. and European industries. ” (Expansion, 18-
05-2021).

This situation led the former Fed chairwoman and current US
Treasury Secretary to express herself in the following terms last
December: “” /t’s possible that policies that people will describe
as protectionist are going to be necessary in order to create the
appropriate incentives to produce things at home, ” Yellen said. ”
(Bloomberg, 07-12-2021).

This demonstrates what we have been explaining about the
continuity of certain policies imposed by the material reality, over
the will and justifications of the puppet in office.

It also demonstrates that “the interdependence of the global
market will play a dirty trick on the protectionist ideology sold by
the investment plan. the high costs of U.S. industry force its own
companies to buy products manufactured at home from abroad,
dialectically favoring the foreign competitors against whom they
want to gain advantage. ” (The Internationalist Proletarian, No.
7, July 2021).

It should be noted, however, that despite the increase in the
trade deficit, exports from the U.S. to the world have also
increased in absolute numbers.

The expansion plans of the various imperialisms

Chinese imperialism has at least $843 billion invested in 165
countries around the world in the New Silk Road project,
launched as early as 2013.

To try to compete with this expansion, the European Union
has announced a project called Global Gateway, with 300,000
million foreseen (Expansion, 02-12-2021) and the G-7 has
approved the Build Back Better World program at the initiative
of the United States, with as yet unspecified amounts, but with
the high-sounding statement of wanting to “reduce the 45
trillion-dollar gap in infrastructure for developing countries ".

European and U.S. imperialism have woken up late. This late
awakening in turn is not accidental: it is part of their forced
pullback due to the push of the productive forces in Asia, which
they are trying to resist.

Assuming that the G-7 imperialisms have the capacity to
carry out these plans (at a time when they are also trying to raise
rates), it remains to be seen who they will end up
benefiting, who will use and take advantage of the
infrastructures they help to finance.

The President of the European Commission confessed this
when she lamented in these terms: “/t does not make sense for
Europe to build a perfect road between a Chinese-owned copper
mine and a Chinese owned harbor. “ (State of the Union speech,
2021).

More in-gestation overproduction

The saturation of circulation due to overcrowding produces
shortages in another pole. And to avoid shortages, each
competitor tries to monopolize as many supplies as possible,
leading to a spiral that continues to reproduce overcrowding and
shortages at each pole: “In a race to beat supply-chain
bottlenecks, some big-box retailers including Walmart Inc. and
Target Corp. began chartering their own vessels, fueling all-time
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high holiday inventories.” (Bloomberg, 23-11-2021). “U.S.
inventory levels usually drop in December but not in 2021 {(...)
the LMl report stated. “This could foreshadow a coming bullwhip
effect in which supply chains over-ordered to avoid shortages
and are now dealing with the burden of having too much
inventory — or too much of the wrong type of inventory — on
hand.” (Bloomberg, 04-01-2022).

At the other pole of this accumulation of inventories, there is
a significant volume of goods produced in Asia that have not
been transported due to the high cost of transport and that can
be put into circulation on a massive scale when transport prices
fall.

The high level of maritime transport prices, pushed shipping
companies to order as early as in August “shjps with the capacity
to carry 3.2 million six-meter containers so far in 2021 (..)
equivalent to 20% of the capacity of the current fleet”
(Expansién, 24-08-2021) with the small problem that “the
number of shipyards has been reduced by 66% globally since
2007" (Expansion, 24-08-2021) which has meant a flood of
orders for the existing ones.

The increase in the cost of maritime transport displaces part
of the transport to other means, making them more expensive
and also increasing investment in new alternative means of
transport, airplanes and trains.

As we have seen, rents for space near the port of Los Angeles
have risen 30%, so, “(...) east of Los Angeles, about 20 million
square feet of new space is under construction in a market that
still needs 50 million to meet demand.” (Bloomberg, 23-11-
2021).

In Europe, too, logistics centers for both Amazon and
AliExpress are multiplying, amplifying the trade war: “A/iExpress
will open its first parcel sorting center in Spain this month. With
a surface area of 19,000 n7 (...) it will receive international orders
— mostly from China —, which will be automatically sorted. {(...)
coincides with the opening of three other similar hubs in Paris
(France), Germany (Bremen) and ltaly (Rome) (..) has
strengthened its logistics with the opening of 5 sorting
warehouses and 9 automated sorting centers in China (...) has
more than 20,000 pick-up points in Europe. " (Expansion, 21-10-
2021).

“In January, [Amazon's warehouse] orders will be shipped to
264 zijp codes in the region and some nearby areas in
neighboring provinces. "We can prepare an order for shipment
in less than ten minutes” (..) This logistics model (...) was
launched two years ago in the US, where 26 of these hybrid
centers combining warehouse and last-mile station capabilities
have since been opened. " (Expansion, 16-11-2021).

One of the first commodities to suffer the consequences of
the resumption of circulation were chips. The industry lead time
to receive chips is as follows:
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This, as we anticipated in "The Internationalist Proletarian”
No. 7, has unleashed a wave of investments: “For instance,
Taiwan Semiconductor Manufacturing Co. is spending a record
3100 billion over a three-year period to grow capacity. The



company could spend $29 billion on its 2nm fabrication, the
mayor of the central Taiwanese city of Taichung reportedly said
this week. TSMC is also currently building a fab in Arizona with
a price tag of $12 billion, but the plant will only begin mass
production in 2024. (...) China’s Semiconductor Manufacturing
International Corp., despite being under U.S. sanctions, is adding
new capacity in Shenzhen and Shanghai. Japan has offered
TSMC support for its joint venture with a subsidiary of Sony
Group Corp. to build a $7 billion fab in the country. And Germany
will welcome a new Intel production site.

The U.S., for its part, will play host to a new $17 billion chijp
fabrication plant from Samsung in addition to TSMC'’s new fab in
Arizona. The state will also be home to two new Intel factories
that will cost $20 billion. In India, the country still lacks a chip
manufacturing ecosystem, but it’s trying to catch up by offering
financial incentives." (Bloomberg, 28-12-2021).

“India expects at least a dozen semiconductor manufacturers
to start setting up local factories in the next 2-3 years (...) the
government approved sops worth 760 billion rupees ($10 billion)
spread over six years to boost local chip production ” (Bloomberg,
22-12-2021).

“The Japanese government said it wifl make an aggressive
push to help domestic semiconductor companies expand globally,
with a goal of increasing their annual revenue to more than 13
trillion yen (8114 billion) by 2030.

The ambitious goal, roughly three times 2020’s total of 4.5
billion yen (...) Japanese officials expect the global chip market
will double to 100 trillion yen by 2030 relative to 2020.”
(Bloomberg, 05-01-2022).

On top of all this, there is the 50 billion European investment
plan (known as the European Chip Act) to support the
construction of new chip production and assembly plants in
Europe.

And, although it is particularly obvious in this sector, the
investment fever in future production capacity is not limited to it:
“Globally, corporate capital expenditure, or capex, will jump by
13% this year” (Bloomberg, 11-09-2021).

The following table shows the increase in fixed capital
investment by region and sector in 2021:

Global Capex Growth By Region And Sector 2021 (YoY%, USD)

Sector Global ~ APAC Japan Latin North Europe
Ex Japan America America

133 LE] 8.8 270 146 16.6
Consumer 11.6 -4.8 5.2 44.6 24.8 9.2
Energy 55 -13 17.8 13.8 -29 17.8
Health Care 13.6 128 27.5 NM 18.7 31
Industrials 13.6 93 16.2 41.0 124 17.9
IT 22.3 191 237 NM 7.5 18.6
Materials 17.8 15.9 14.0 36.7 12.3 23.6
Communications 12.9 8.3 1.3 8.8 16.9 10.4
Utilities 16.2 20.1 -3.0 281 99 25.1

Source: S&P Global Market Intelligence, S&P Global Ratings. “Universe is Global Capex”. NM—Not meaningful

The labor power commodity

A degree of inflation can be beneficial to the bourgeoisie
because of the lagged rhythm of the increase in the price of the
commodity labor power with respect to the rest of commodities.
This allows to obtain a surplus profit and to unload the crisis on
the working class. However, where the rise in the costs of
constant capital is higher than that of the final price and,
moreover, wage costs do not remain stagnant but rise as well,
the result will also be a reduction in the rate of profit, despite the
inflation of all prices.

Hence the demonstrations of the world bourgeoisie against
the rise in wages, alleging that it would feed back inflation... It
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is enough to read "Wage, Price and Profit" (1865) to discover
the deception and its Marxist refutation.

One of the sectors where the shortage of the commodity
labor force has manifested itself is in trucking: “7he U.S. is
currently lacking about 80,000 drivers, according to the
American Trucking Associations . (Bloomberg, 23-11-2021).

Why? Because real planning is impossible under capitalism.
This profession or job has an expiration date because of its
imminent replacement by drones, driverless trucks and other
alternative transport infrastructures. The expiration date means
that there is no incentive to train and work as a truck driver and
this leads to a shortage of skilled labor. This, in turn, further spurs
the robotization of the sector, which reinforces the starting point.
The same phenomenon (shortage of supply) logically produces
an increase in the price of labor power: message from the
anarchy of production that more drivers are needed (see Engels'
1884 Preface to Poverty of Philosophy, above). But this wage
increase will not magically turn an unskilled worker into a truck
driver and, at the same time, cannot compensate for the certainty
of the future loss of the job replaced by a truck or a drone with
autopilot...

“Last year, the percentage of drivers under 25 years of age
was 5% in Europe and Russia, 6% in Mexico and 7% in Turkey.
(...) 400,000 drivers are needed in Europe (...) the country most
affected is Poland, which needs more than 120,000 transport
professionals; in Germany the figure ranges from 45,000 to
60,000, France needs about 43,000 and the crisis has exposed
that the United Kingdom needs about 90,000. " (La Vanguardia,
03-10-2021).

In addition to this, there is the hardening of working
conditions, derived from the conscious and unconscious actions
of the different bourgeoisies of the world: “Western Shipping Pte
Ltd., a Singapore-based tanker operator, said about 20% of its
some 1,000 mariners don’t want to get back onto ships.”
(Bloomberg, 27-12-2021).

The crudeness with which the bourgeoisie speaks of
"batches” of human flesh, should help us tear off the
sentimentalist veil with which it is usually covered that in
capitalism the working class is just another commodity, a
commodity subjected to a regime of exploitation and modern
slavery: “Malaysian-listed FGV Holdings Bhd. currently has only
70% of its required labor on estates, and is pinning hopes that
the first batch of 7,000 forejgn workers that it plans to hire will
arrive by the end of the first quarter. ” (Bloomberg, 03-12-2021).

The above example illustrates the situation in Southeast Asia,
but it is no different in the rest of the world and, in particular, in
North America: “(...) net migration flows are falling along with
domestic birth rates. There’s a pandemic shortfall of almost 1
million work visas. ” (Bloomberg, 05-01-2022). Let us leave to
the bourgeoisie the "pandemic" joker for the explanation of
everything and nothing, but the fact is that the entry of a part of
the immigrant working class has been blocked.

This, added to the (miserable) aid and subsidies that the
bourgeoisie is forced to give to prevent a social explosion, has
produced the following result: “A record 4.5 million Americans
quit their jobs in November while openings remained elevated. ”
(Bloomberg, 04-01-2022).

This is how — offended — a representative of US social
cannibalism expresses himself: “A Jow-wage employee, with
little education, can run through a door and get a job.”
(Bloomberg, 05-01-2022). Huge injustice!



® Median-wage growth for bottom 25%
of earners

7 Top 25%

© la I lw Ia

Mar
2020

May Jul

Nov Jan
2020

Sep Mar May Jul Sep Nov

Source: Atlanta Federal Reserve
Note: 12-month moving averages of median wage growth

And, indeed, the law of supply and demand — in certain areas
and sectors — has imposed an upward trend in the salaries of
some of the lower categories, while the higher ones have seen a
downward trend in their salaries: “Rank-and-file workers in
some industries have seen their pay growth eclipse inflation,
sometimes by a wide margin.

For example, leisure and hospitality workers (those at
restaurants, bars and hotels) saw average pay jump 15%, to
$17.08 an hour, in the 12 months through January 2022.
Earnings jumped by 9.1% among the rank-and-file in
transportation and warehousing, too.” (CNBC, 01-02-2022).

In UK, “the number of unfilled jobs rose to a record of more
than 1.3mn as wages fell in real terms and people continued to
leave the workforce”. (Financial Times, 15-03-2022).

Let us now take a look at the following data and statements:
“U.S. robot orders jumped 28% in 2021 from the previous year,
to an all-time high of almost 40,000 units, according to trade
group Association for Advancing Automation, and they're
expected to increase again this year. ” (Bloomberg, 31-03-2022).

Fixed capital investment difficulties are being overcome
through robot leasing: “7he company has robots on 27 of its 89
molding machines and plans to add more. It can’t afford to
purchase the robots, which can cost $125,000 each, says Chief
Executive Officer Steve Dyer. Instead, Thomson pays for the
installed machines by the hour (...) "I'm paying $10 to
$12 an hour for a robot that is replacing a position that
1 was paying $15 to $18 plus fringe benefits. (...) Formic
is offering to set up robots and charge as little as $8 an hour,
aiming first at the most tedious tasks, such as packing and
unpacking products and feeding materials into existing
machines. ” (Bloomberg, 31-03-2022).

This acceleration of automation is not only or even primarily
occurring in the US.

Robots for 10.000 employees, 2020 Change since 2015
South korea [ 932 I 76%
Singapore [N 605 I 5
Japan I 290 2=
Germany - 3N - 23
Sweden - 289 - 36
Us. I =55 I 5
Taiwan - 248 - 3
Denmark I 246 [ Ei
Italy B 224 I 20
Netherlands [l 209 D
Austria B 205 D <0
Spain B 202 I 5
France - 194 _ 53
Slovenia [ RER! I
Switzerland B 181 I -2

Source: International Federation of Robotics
China data not available
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The above table does not provide data for China, but the
same source acknowledges that: “China is by far the largest
market for industrial robots, accounting for 44% of installed
robots in 2020 and dwarfing U.S. installations fourfold,
according to the International Federation of Robotics. (...)."
(Bloomberg, 21-03-2022).

Thus, the mechanism that we have initially illustrated for the
case of the transporters, has a more general and worldwide
scope; confirming the predictions of Marxism in the sense of the
future overproduction, of the necessity of the drastic reduction of
the working day and of the historical maturity for the elimination
of the capitalist mercantile regime.

Energy and fossil fuels

Something similar has happened with fossil fuels. The
planned decrease in demand leads to a decrease in investment
in maintenance and new exploration. In the case of oil, of the
following magnitude: “from a peak of almost $1tn in upstream
capital spending in 2014, the total had fallen to less than $400bn
by 20207 (Financial Times, 04-11-2021). This, in turn, produces
and will produce an increase in the cost of oil, as well as
situations of sudden shortages. A high oil price means big
business and, thus, capital is invested again, but only to find that
the sword of Damocles of the so-called "energy transition" (the
bourgeoisie has a little banner for everything) has to be imposed
in the last instance.

Along the way, there will be the corresponding compulsive
price spasms throughout the supply chain, which will be
attempted to and will be largely unloaded on the working class
either through inflation or through overexploitation or forced
unemployment.

World production and consumption of liquid fuels

Millions of barrels per day (Energy Information Administration)
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Recall that the price of oil was falling before the
confinements and was in free fall during the confinements (see
“The Internationalist Proletarian”, no. 5, p. 12). Since then,
OPEC+ has glabally kept oil production below demand and,
in fact, has not yet recovered to the pre-lockdowns 2020
production level as can be seen in the graph above.

This has not been without recurring internal contradictions,
such as the one that almost led to the United Arab Emirates' exit
from OPEC in August 2021: “The UAE has increased its
production capacity in recent years to about 4 million barrels per
day and plans a further increase to 5 million barrels per day.
Under the current OPEC+ agreement, the UAE is authorized to
produce just over 2.7 miflion barrels per day in July. Producing as
much oil as quickly as possible is seen as the key to securing Abu
Dhabi's post-oil future.” (Expansion, 07-08-2021). Two
conclusions can be drawn from this: 1) oil-producing countries
are aware that oil has an expiration date and 2) the current oil
price is the result of the systematic sub-utilization of extraction

capacity.



The following graph shows OPEC's excess crude oil extraction
capacity since 2012.

Surplus crude oil production capacity (OPEC)
million barrels per day
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It is clear that, if oil production remains below consumption
through the OPEC+ monopoly (OPEC plus Russia), there will
necessarily be an inflationary trend in the price of oil. However,
this is not the only reason.

Conveniently prepared through the whole "climate” media
boom, important sectors of world capitalism began their bid to
get rid of fossil fuels. The Energy Agency announced the “end of
the oil era by 2025 ", speculating on two scenarios in which " oil
consumption will peak in 2025 with 97 million barrels per day"
or "it will peak between 2030 and 2040, with 104 million barrels
per day " (Expansion, 17-11-2021). The EU had set “the end of
the sale of combustion cars in 2035 " (Expansion, 15-07-2021).
For its part, Chinese capitalism had announced that it would be
a carbon neutral emitter by 2060, but... what was to be the
immediate consequence of all this in the midst of capitalism?

The slowdown in coal production in China led to a shortage
of coal-fired power plants: “Coal-based producers account for
more than 70% of the country’s electricity generation (...) China’s
coal production grew by 6% in the first eight months this year,
but the power outout from coal-fired generators surged 14% in
the same period, leading to a decline in inventories. (...) China
stopped buying the highly energy-efficient Newcastle grade from
Australia last year amid a political dispute. ” (Bloomberg, 27-09-
2021), leading to the fact that “as many as 21 of mainland
China’s 31 provinces have been forced to apply some form of
electricity rationing measures to their industries or consumers. ”
(La Vanguardia, 01-10-2021).

The result has thus been that “7he amount of electricity
generated worldwide from coal-fired power plants has risen to
an all-time record in 2021" (Expansién, 12-01-2022), as the
International Energy Agency states in its report: “/n the United
States and the European Union, coal-fired power generation is
forecast to increase by almost 20% in 2021, but will not reach
2019 levels. In contrast, estimated growth of 12% in India and
9% in China will boost coal-fired power generation to record
levels in both countries. Taking into account the rebound in
global industrial production, global coal demand worldwide is
expected to grow by 6% in 2021, approaching the record levels
it reached in 2013 and 2014. (...) Asia dominates the global coal
market, with China accounting for more than half of global
demand, or two-thirds if India is added. " (International Energy
Agency, 12-01-2022).

Not only has coal-fired power generation broken records, but
"The European Commission admits gas and nuclear as green
energies . (La Vanguardia, 02-01-2022).

The exponential increase in demand for LNG in Asia led to a
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shortage in Europe, which caused prices to skyrocket, leading to
the subsequent swing to the other side: “As recently as Dec. 30,
almost 50 tankers carrying American LNG were steering for
Europe, with destinations as varied as Gibraltar, Turkey, Croatia
and Poland, according to data compiled by Bloomberg. That was
a stunning 77% increase from just a week earlier. (...) Overseas
buyers purchased 13% of U.S. gas production in December, a
seven-fold increase from five years earlier when most of the
infrastructure required to ship the fuel out of the country didn’t
yet exist. ” (Bloomberg, 01-01-2022).

This shift of US LNG to Europe has also been accentuated by
Gazprom's withdrawal — as early as January 2022 — from the spot
market for the sale of gas to Europe, even though it maintained
supply under long-term contracts.

Gas imports from Russia in January 2022

Millions of m’ Monthly var. Yearly var.
Nordstream 1 1.113,1 | -6,8% -6,7%
Via Ukraine 259,2 -66,5% -73,1%
TurkStream 196,8 -38,4% 36,1%
Yamal 59,4 -84,4% -92,5%
Source: La Vanguardia, 16-01-2022

The following graph shows the increase in gas production in
the USA, which has become the world's leading exporter of LNG
ahead of Australia and Qatar.
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Keep in mind that the US is the largest oil producer globally
as of 2018:

Crude oil production in millions of barrels/day
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The U.S. bourgeoisie makes its calculations based on
untapped oil reserves and the price per barrel that would make
it profitable to put them into operation.

It is very symptomatic that after displacing the United
Kingdom in world production, imposing the dollar standard on
the world and dominating world finances, the US is forced to step
back in all its positions and to have land rent as a parachute, that
is to say, the extraction and refining of oil and gas, destined to
decline in importance.



Top countries by oil resources in total barrels and breakeven cost
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The high energy prices also stimulate all kinds of alternative
businesses such as generating solar energy in space and then
sending it back to Earth; with the difference that some have the
project halfway and the others believe it is worth starting to look
atit: "Both the UK and the US have concluded that it is worth
exploring this futuristic technology. (...) China plans to build the
first solar power station in space by 2035; at the moment it has
a ground base under construction in the city of Chongqing. "
(Expansion, 31-01-2022).

Breakdown of industrial prices

As mentioned above, a reduction in the profit share can also
occur in a context of price increases, provided that costs
(constant and variable capital) increase more than selling prices.

As can be read and studied in Capital, Book I, Chapter XV
(and synthesized in The Internationalist Proletarian No. 8, p. 21),
one of the causes that structurally slow down the tendency of
the rate of profit to fall is the devaluation of constant capital
resulting from the same causes that produce the fall of the rate
of profit. Well then, we are witnessing on the immediate plane a
generalized increase in the price of a part of constant capital,
which can strangle the rate of profit if overproduction prevents
the total of the increased cost from being transferred to the final
price.

The headlines of the bourgeois press insist on the increase of
industrial prices and, certainly, they have increased. But do all
"industrial prices" rise in the same way? Let us look at the data
of European imperialism, provided by Eurostat in the following

graph.
Industrial production prices EU, 2020-2021 (2015 = 100)
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It can be seen how energy prices are clearly skyrocketing,
which substantially raises the average (Total industry). And it can
also be seen that intermediate goods, i.e. constant capital, have
also become considerably more expensive, although to a lesser
extent than energy; but final products have seen a substantially
lower rise.

Euro devaluation

While we are on the subject of European imperialism, let us
look at the development of the relationship between the euro
and the dollar. We have seen before how the intensity of the
mercantile circulation between Europe and North America goes
in the direction of the former to the latter. In order to guarantee
the export of goods, the euro has to sustain its devaluation
against the dollar.

Euro-dollar relationship

2021 2022
i
Source: European Central Bank, 08-04-2022

This explains part of the inflation in Europe insofar as goods
sold in euros (to the US or other countries) become cheaper, but
on the contrary, those bought in dollars (not necessarily from the
US by any means) become more expensive.

Inflation

And here we come to the current buzzword: inflation. Here
we must distinguish two aspects.

The first aspect is the duty of communists to rely on the data
of the increase in the prices of basic necessities for agitation
among the ranks of the working class for the development of
class union organization and struggle on the immediate plane;
always bearing in mind the profound relationship between the
revolutionary perspective and even small reactions and struggles
against the daily abuse of the bosses: “(...) is this saying that
the working class ought to renounce their resistance against the
encroachments of capital, and abandon their attempts at making
the best of the occasional chances for their temporary
improvement? If they did, they would be degraded to one level
mass of broken wretches past salvation. (...) By cowardly giving
way in their everyday conflict with capital, they would certainly
disqualify themselves for the initiating of any larger movement. ”
(Wage, price and profit, 1865, K. Marx).

The increase in prices, which has repercussions on the final
products, mainly affects basic necessities, the products
consumed by the working class (data relating to European
imperialism in the figure in next page).

This situation is aggravated and may be aggravated on the
basis of the role played by Ukraine and Russia in the production
of certain products such as wheat, corn, fertilizers and sunflower
oil as well as others necessary for industry such as palladium,
nickel, gold, iron, copper, aluminum, zinc, etc.

The rise in the price of these products may be due to actual
destruction (although this is not yet the case, given that the war
has been waged in other areas) or to mere speculation about
their future availability. In fact, food prices have broken historical
and world records.



Yearly price variation (%)

Necessity goods*
8 Necessity goods without fuel
Total inflation
Core inflation

Note: * food, rent, water, electricity, gas, fuel and transportation
Source: CaixaBank Research,from Eurostat data via Refinitiv

The second aspect, to which we will devote more attention
in the following pages, is the study of the development of
capitalism and its crisis, of the mechanisms by which it tries to
get out of the swamp in which overproduction tends to sink it:
lockdowns, tariffs, blockades, wars... (see also "The
Internationalist Proletarian” no. 7, p. 8).

Through these collapses, the capitalist system has achieved a
partial paralysis of a series of productive sectors: obviously the
sectors affected by the lock-downs, but also those that have
suffered shutdowns or reduction of their production due to the
high prices of energy, transport and the shortage of their
constant capital (raw materials, semi-finished products and
machinery). Thus, part of the overproduction has been reduced
to a certain extent and for a time, and part of the productive
overcapacity has been mitigated.

But the imbalance between demand and supply that has
driven up prices has not come about through the destruction of
productive (super)capacity but mainly by torpedoing circulation
through the disruption of the supply chain. For this reason,
productive (super)capacity remains intact and, at the same time,
“an increase of demand produces an increase of supply, instead

of an ultimate rise of market prices” (Wage, Price and Profit, K.
Marx, 1865), i.e., a greater productive overcapacity.

Although with a more secondary role, the sharp rise in prices
does not magically increase the purchasing power of the working
class (nor of the rest of the classes and strata of the population)
so that a whole series of articles will stop being bought, the
cheapest version of the same will be bought, they will be recycled
or sold at the same price, but reducing their content.

With oversupplied stocks coexisting with shortages, without
having destroyed (quite the contrary) the world's productive
overcapacity, with the slowing down of the comparative effect
with the depression of consumption during the confinements,
with oil and gas production heading to catch up with demand
and with the acceleration of their replacement with alternative
energies, etc., without the generation of more electric shocks,
spasms and collapses, the general trend would be to return to
the path of overproduction and deflation.

This does not rule out that in the capitalist world in general
and in Western capitalism in particular, episodes of inflation may
develop — and even more accentuated —. Due to the exposed
reasons or because of the economic earthquakes that the
eventual devaluation of the dollar (or the euro) against the other
currencies and, especially, the Asian ones (see the next article or
"The Internationalist Proletarian” no. 7, p. 12) can produce
inside and outside the US. What it means is that capitalism can
only try to get out of the swamp into which overproduction is
sinking it through a growing series of crises, conflicts and spasms.

Capitalism will not overcome deflation and the crisis of
overproduction by selling sunflower oil and bread more
expensively, although the rise in the price of these products and
of many other basic necessities hits the working class.

But it will try to overcome it by the only means possible under
capitalism, through the paralysis and destruction of a part of the
productive forces and of the commodities already produced
through crisis and war.
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