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the recession
& the
DIOSpects

_ for the
INernational
capitalist economy

by ERNEST

The generalized recession of the internotional cap-
italist economy, which storted at the beginning

of autumn 1974, haos confinued fo intensify since
then. As of mid=spring 1975 it holds sway in all the
imperialist countries .,

Experts, especially government experts, hove been
surprised by the recession and its cumulative devel-
opment.(1] In June 1974, for instance, the Organi-
zotion of Economic Cooperation and Deve lopment
{OECD) was still predicting universal growth for

the big imperialist powers for the first half of 1975.(2)
In fact, however, it can be asserted with certainty
that nene of these powers will experience any growth
during this period. And in view of the breadth of

the recession during the first severa| months of 1975,
it is not likely that there will be growth for the

year token as @ whole, even if an upturn begins
during the third quarter, an eventuality that is in
any case improbable for most of the imperialist coun-
tries.

Actually, since it began, the recession has been
more severe than hos been recorded in current sta-
tistics. In March 1975 CECD gave the following
figures for the reduction of industrial preduction
during the fourth quarter of 1974, Figures that are
clearly higher than the predictions that were pub-
lished at the end of 1974

MANDEL

Reduction of industrial production during the fourth
guarter of 1974 compored with the preceding qut:lrh‘zr

United States -3.0%
Canado -1.5%
Japan -5.0%
France =4.3%
[taly -7 . 5%
West Germany -3.054
Britain -2.5%
Total of OECD countries -3.5%

The recession deepens

Throughout the first quarter of 1975 rthe international
recession deepened by cumulotive development fol-
lowing the clossical schema, which confirms that
this recession is indeed o classical overproduction
crisis,

Haoving eventually affected all industrial branches,
the recession provoked First of all a proncunced re-
duction in orders. There were hwo redsons for this:
First, all copitalist companies wanted fo reduce
their inventories becouse of slumping conditions;
second, they limited and revised their investment
progroms (sometimes redically) because of excess
productive capacity inall industry,




The proncunced reduction of orders hos provoked o
reduction in employment. Massive unemployment
{both total and partial unemployment) has reduced
the purchasing power of comsumers in spite of the
various social oid meosures, which have limited but
not eliminated these losses of purchasing power.
There has been o contequent fall in sales of con=
sumer goods (especiolly durable consumer goods),
which has acted to accentuate inventory accumula-
tion and therefore to reduce new orders, and there-
fore to further reduce current production,

This spiraling reduction of orders and industrial pro-
duction has in its turn entailed a collapse in the
prices of all row materials, including foodstuffs.
The combination of the fall of industrial production
in all imperialist countries ond the fall of raw ma-
terials prices has resulted in @ reduction in the vol-
ume of world trade, for the first time since the end
of the second world war.

This reduction in exports has combined with the con-
traction of domestic demond to intensify in furn the
reduction in current production, employment, and
incomes. Hence, in May 1975 both the fall inin-
dustria! production and the number of unemployed
wide ly surpossed the level that had been attained

in December 1974:

Reduction in industrial production during the first

quarter of 1975 compared with the first quorter of

1574
United States
West Germarny

~12.1%
- 8.5%

Japan -16.0%
France - 9.05%
Ttaly -12.0%

Brifain - _Heot

- 4.0%

*In comparisen with the preceding quarter, because
the first quarter of 1974 caincided with the intro-
duction of the thres-doy week by the Heoth cobinet
agoinst the miners' strike.

Cenaoda

The official unemployment figures for May 1975
show more than 14 million on total LI;‘rErr‘lp|-::|}«'rr1En!
in the imperialist countries:

United States 8.2 million

Jopan 1.3 million
ltaly 1.3 million
West Germany 1.7 million
France 0.9 million
Britain 0.9 million

Conada & Australia 1.0 million
Small impericlist powers

of Europe 1.4 million

These figures do not include partial unemployment,
but they do include big underestimations, particu-
larly for Spain (the real figure of total unemploy-
ment in this country is undoubtedly more than

600, 000 and not the officially registered 300, 000).

The cumulative effects of the "national” recessions
and the contraction of internationol frade have
foiled all the "expert” pump-priming projects, es—
pecially in West Germany and France. Af the very
moment that the governments of (these countries be-
gan to boost domestic demand moderately, the fall
of exports (and of foreign orders) neutralized the
effects of the anticrisis policy, at least in the short
U,



The scope of the recession must be measured not
only by the fall in current production, but also by
the spectacular inerecse in unutilized productive
capacity. To believe the magazines Business Week
and The Economist, this figure now stands at some
B-10% in West Germany, about 15% in Japan, and
not less than 33.5% in the United States.

Except in West Germany and Japan, long-term in-
flation hos scarce |y slowed down, inspite of the
extent of overproduction. This is clearly indicated
by the following figures:

Rate of Increase of Cormsumer Prices

1973 1974 1975
{1st quarter)

West Gemmany ~ 6.9% 7.0%  6.0%
Belgium 7.0% 12.7% 15.39%
United States 6.29% 11.0% 11.49%
France 7.3% 13.7% 14.29%
Italy 10.8% 19.1% 23.5%
Britain 92.1% 1&6.1% 19.9%
Japan 19.19  21.9% 10.0%

Most likely, these figures do not entirely take ac-
count of the slowdewn of inflation in 1975 compared
with the inflaticnary "peaks" of the first several
months of 1574, But on the other hand it must be
taken into consideration that the continuation of
inflation at rates nearly equal or even superior to
last year's coincides both with an exceptional aceu-
mulation of and attempt to liguidate inventories of
commedities and with a spectacular fall in the prices
of raw materials:

“The Economist" Index for Raw Fl.f'qﬂterf?._._]s Prices
(May 19, 1975, compared with May 1974, in dollars)

All raw materials -18.0%
Food products =11.0%%
Industrial raw materials -33.2%
fibers -18.7%
metals -40.1%

If under these conditions the cost of living contin-
ues to rise in a pronounced manner, it must be
stressed that responsibility for this lies with monop-
olies specializing in mass consumer goods (both du=-
rable and nondurable); these companies, using a
trme-honored fechnique, are increasing the price
per commodity while the number of commadities
being sold is declining. (3 It must be added that
the governments, central banks, and private bank-
ing systems are permitting these monopolies to act
in this way, by ceoselessly increasing the money
supply, especially the supply of paper money.

Contraction of world trade

The contraction of world trode, which had not cc-
curred at the beginning of the recession but could
have been predicted as scon as the recession became
generalized in all the important imperialist coun=-
tries, seems to have indeed become a fact begin-
ning with the first quarter of 1975. Although we do
not yet have overall figures, it cppears that exports
are declining in nearly all countries. Thus, in the
case of Franee they dropped from 52,800 million
francs during the fourth quarter of 1974 to 57, 800
million francs for the first quarter of 1975; in April
exports dropped another 1.3% compared with March.
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In West Germany the fall of exports during the first
quarter of 1975 in comparisen with the last guarter
of 1974 must be on the order of 434, In the United
States, exports dropped from 89, 400 million in Jan-
vary 1975 to 58,900 million in February, 38,780
million in March, and 38,720 million in April. In
Switzerland, the decline was more than 13% in
comparison with the lost quarter of 1974 and mere
than 7.2% in comparison with the first quarter of
1974, Only in Japon have exports continued fo
rise (and 509 of Japanese exports are now goirg
to the semicolonial countries}. The volue of Jopa-
nese exports in April 1975 exceeded the value of
export in April 1974 by only 10,495, which is less
than the increase in prices during that period . Ard
the value of foreign orders is already lower than
last year. (Japan Times, April it e

This contraction of sternationo! trade is o result
of three basic factors:

#1: is o direct effect of the recession in that the
fall in production and employment are reducing de-
mand for imported raw materials, machinery, ond
consumer goods.,

*{} is an indirect effect of the recession in that
the exporting countries |especially the countries
that export raw materials, except for.oil) are suf-
faring sharp cuts in their currency resources because
of the fall of the velume ond prices of exports and
have thus been forced to reduce their imports.

*|t iz the product of a deliberate policy of import
veductions (that is, o particl return to economic na-
Tionaliem and to scarcely disguised protection ism)
especiolly on the port of the imperiolist powers that
suffered big balance of peyments deficits during the
First holf of 1974.

This policy has generally been crowned with success.
Japan, whese trode deficit during the first quarter

of 1974 stood at on annval level of nearly 510,000
million {ond $13,500 million for the pericd of March
1973-March 1974), hod completely reabsorbed this
deficit by the first quarter of 1975; ifs trade balance
even showed a surplus again {of 54,000 million for
the period March 1974-March 1975). The same is
true for the United States, whese annual deficit,

on the order of $8,000 million in the third quor-
ter of 1974 (total deficit in 1974: $5,700 million),
was transformed into a §1, 300 million surplus for

the first quarter of 1975, lioly succeeded in redueing
‘15 trade deficit by 75%, and even Britain's sifua=
tion got very clearly better, the trade bolance im-
proving by §7,000 million between autumn 1974

and spring 1975. In France the March 1974 deficit
of 2,000 million francs was transformed inta @ &2
million franc surplus in March 1975.

L3
This success was achieved with the aid of all sorfs
of import restrictions s well as modifications inex-

3]

change rates that favored exports to the detriment

of imports {the most pronounced case being that of
the pount sterling, which "floated” so as to decline
in value by 25% compared fo its value after the cur-
rency "realignment” of December 1971). Obviously,
there have to be losers in this zero-sum game. Es-
sentially, the losers are some of the smaller imperi=-
alist countries (among them Switzerland, Spain,
Denmark, Sweden, and Portugal) and the semicole-
micl countries, even including the oil exporters.

The balance of trade between the oil exporters and
the imperialist countries has in foct changed dra-
matically. The 1974 trode surplus of the oil-export-
ing countries had initially been expecied lo exceed
the 1973 surplus by $80, 000 million; but this figure
st now be revised downward. 1t could be that the
s craase will be only 360,000 million. And above '
all, it dropped rapidly during the first quarter of
1975 under the combined effects of the decline in
world oil sales and the spectacular rise in the im-
ports of the oil-producing countrigs, on increase
that no one had expected to be on fhe order of 755,
after having been on the order of 70% in 1974. We
will return further on to the implications of this re-
versal of the tendency.

The positions of the four major imperialist countries
on the world market have not undergone big changes.
For the whole of 1974 the United States occupied
first place, with exports of 598,500 million, Fal-
lowed by West Germany (90,000 million), Jopan
(%55, 500 million), and France {about 550, 000 mil-
lion), But the United Stotes preserved fhis position
because the daollar was devalued by 4056 compared
with the deutschemark, which rendered many Amer-
icon commodities competitive again. And in spite
oF this enarmous advantage, the position of the
United States was braken through during the lost
quarter of 1974 and the beginning of 1975.

Monetary reflation and
the upturn

Surprised by the scope of the recession, the |eaders
of the major imperialist countries decided to take
measures of monetary pemp-priming, that is, fo
eliminate the toughest measures of credit restriction
and slowdown in the expansion of the money supply
that had been taken in 1973 and 1974 in the frame-
work of the "struggle against inflation." What is
neverthe less striking about these "pump-priming”
measures is their fimid charocter, except in the
United States. And even in the United States, where
the economic upturn has been prepared by a colos=
sal budget deficit (on the order of §70, 000-80, 000
million for the fiscal year July 1975-June 1976},
the authorities of the Federal Reserve System have




been attocked for their alleged "mederation” by

the advocates of more energetic priming, who are
demanding an expansion of the money supply on the
order of 9-10%% a year instead of the 5-7% called
for by the team around Federal Reserve Boord Chair-
man Arthur F. Burns.(4)

The moderation and hesitation of the pump-priming
measures are obviously explained by the fear of
stimulating inflation again at a time when it s al-
ready much stronger than it was during previous re-
cessions. |t is thus confirmed that contemporary cap-
italism is incopable of escaping the dilemma: ag-
gravated recession or aggravated inflation {and in
ony case, the latter choice precipitates even more
serious recessions in the long run).

The problem is complicated by international inter-
imperialist competition. To be sure, so long as the
system of floating exchange rates prevails, the og-
gravation of domestic inflation no longer automat-
ically involves a deterioration of the competitive
position on the world market of the country con-
cerned, It can even have the opposite effect. This
is, moreover, one of the regsons for which some of
the imperialist powers consider the system of float-
ing exchonge rates o meons of competition that
ought to be proscribed.

MNevertheless, a rate of inflation in one imperialist
country considersbly in excess of the rate in com-
peting countries continues fo entail unfavorable
economic consequences, even if exports are no
longer directly threatened. The result of inflating
domestic demand is the inflotion of imports, which
in any case grow outomatically as a result of the
very drop in the exchonge rate of the national cur-
rency, which protects exports against the effects of
inflation. Hence, inflation continues to spur on the
balonce of payments deficit, and thereby depen-
dence on international credifs, ond thereby the
overall wealening of the competifive position of
the imperialist country in question. Hoving a rate
of inflatien higher than a competitor would consti-
tute @ valuable strategy in interimperialist competi-
tion only in the event of a sharp and simultaneous
reduction of domestic consumption, that is, in the
event of o radico| modificotion of the division of
the national income to the detriment of the workers
ond to the benefit of preductive investment {largely
guaranteed by infernal resources). Such o situation
does not prevail todoy in any of the major imperi=
alist powers. Hence the timidity of the pump-prim-
ing measures, except in the United States, where
the rate of inflation hos been oble to be reduced
precisely because of the losses of purchasing power
suffered by the working class,

MNevertheless, “timid pump-priming"” still means
"pump-priming." In view of the simultaneity of the

pump-priming measures in all the big imperialist
countries, it is not likely that the recession will
continue to deepen through the rest of the year and
into the beginning of next year, Logically, the
moderate upturn that hos already been manifested
in Japan and the possibility of an upturn in the
United States during coming months should allow

us to predict that the downward trend of production,
empleyment, and incomes will come to an end some
time during the fourth gquarter of 1975 or the first
quorter of 1974,

The directars of ecoriomic pelicy in the impericlist
courttries — either through wishful thinking or through
ignoronce — are continuing to present things as
though measures of monetary and credit expansion
automatically entail an upturn of industrial produc-
tion. They are, moreover, counting on the so-called
technical effects of inventory fluctuation. After a
phase of "destocking” (that iz, of radical reduction
of inventories), merchonts and industrialists must

at some point increase theic inventories again, even
if only to maintain their current levels of activity.
This would entail on increcse in orders, and there-
fore inemployment, incomes, and production. Now
during the First quarter of 1975, U.S. invenfories
were declining at an annual rate of $18,000
million, whereas they hod been increasing ar the
same rote during the preceding quarter. Thus, the
theory runs, the new turn cannot be far off.

All neo-Keynesian reosoning of this type, as we
have pointed aut on several cccasions(5), contairs
errors of manipulation of undifferentioted aggre-
gotes. The only definite conclusion that flows
from a policy of vigorously stimulating demand by
swelling the money supply is that it will surely
stop the fall in demand for consumer goods. When
the government distributes thousands of millions of
extra dollars to corsumers, it is difficult for the
volume of current sales to go down.

Any other conclusion, howewver, remains to be dem-
onstrated. It is not certain that sales will increose
in the same proportion as the incomes of consumers,
especiclly since fear of unempleyment may lead
some of the workers and pethy bourgeoisie to imme=
diately increase their saving in order to cushion

an anticipated lorge reduction in incomes. In fact,
the Shadow Open Morket Committes foresees an
increase in U.5. household savings from $7&, 700
million in 1974 to $80,000 million in 1975. {Neue
Zurcher Zeitung, March 29-30, 1975.) The growth
of unemployment may also entail a more than pro-
portional fall-in buying on credit, for which an
easing of credit terms may well be unable to com-
pensate. Some of the increosed money supply may
thus swell bank deposits [or slow vp their circula-
tion) without increcsing the velume of soles of com-
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modities, and thus without stimulating an upturn
of producticn.

Furthermore, the expansion of the money supply and
of various subsidies to capitalist companies in ne
way entails on cutomatic upturn effect on produc-
tive investment. In order for the capitalists te moke
use of the expanded credit facilities placed at their
disposal, they have to rely on an expansion of the
market and a rise in the rate of profit. They do not
increase production simply for the pleasure of doing
so. They raise production in order to maintgin or
increose their profifs. This requires chove all that
the increased production be sold, and moreover that
it be sold under conditions that allow for revemsing
the fall in profits that choracterizes every phase of
recession.

Gross profits (before taxes) per share of all Ameri-
can companies dropped from an annual level of
§155,000 million during the third quarter of 1974
te an annwal level of $135, 000 million during the
fourth quarter of that year and to some 5100, 000
million during the first quarter of 1975. For net
profits (after taxes) the fall was from $95, 000 mil-
lion to $70,000 million, that is, more than 25%.

Net profit margins per transaction (total sales) de-
clined continuously, dropping from &% during the

8

last quarter of 1973 to 5.8% at the beginning of
1974, to 5.5% during the third quarter of 1974, to
4.7% during the fourth quarter, and to 4.2% during
the fist guarter of 1975, according to the calcula-
tiors of Business Week.

According fo the statistical series of the Conference
Board, these margins for nonfinancial corporations
dropped from a level of 20-22% during the period
1959-55 to 129 during the 1970-71 recession, and
then rose to about 15% during the period 1972-73,
declining back to 11-12% at the beginning of 1975,

For Jopan average gross profits for the 174 major
corporations of the country fell by 35.5% during
the fiscal year 1974-75, which ended on March 31,
1975, while net profits declined 20.9%. In the
manufacturing industry profits fell 56%; the decline
in the other sectors was only 19.3%. (Japan Times,
May 4, 1975.)

But the reestablishment of the rate of profit is hardiy
automatic during a recession. |t is thus perfectly
possible that inspite of the more ample credif fa-
cilities, the fall in the discount rate, the reduction
Tn interest rates, ond the expansion of the money
supply, the volume of credits tocompanies will con-
tinue to diminish, not because the supply of money=
capital is diminishing, but rather becouse demand



for this capital is lacking. In fact, on May 7, 1975,
the total volume of bank credit to American com-
panies (3128, 600 million) was lower than it waos at
the beginning of April (5129, 400 million), the be-
ginning of March (§12%,700 million), or the begin-
ning of January (§132,800 million}) — and this de-
spite all the pump=-priming measures that had already
been taken.

Finally, account must be taken of the instances of
contraction of exports. The policy of moderate pump-
priming of the Helmut Schmidt cabinet in West Ger-
many has foiled up to now precisely becouse o mod-
est upturn insales on the domestic market has baen
more thon counterbalonced by a decline in exports
and especially in orders sold abroad, which fell

7 .5% during the first quarter of 1575, Under these
conditions, the upturn will be postponed until the
combined effects of the upturn in demestic demond
in several of the major imperialist countries (above
all the United States, Jopan, and West Germany)
enable the regression of exports to be holted.

Upturn and “possible
accident”

Although an upturn toward the end of 1975 or the
beginning of 1576 remains the most likely prospect,
bourgeois experts place this upturn in the framewerk
of two radically different medium-term prospects.

According to one group — which includes the edi-
torial board of the British weekly The Economist —
the scope of the recession implies a boom (mare
ar less inflotionary in any case) of an approximately
equivalent compersating scope. Thus, in its issue
of April 12, 1975, The Economist editors indicated
that they expect a rapid expansion in the imperialist
counfries (ata rate of 5.5% a year or mere] begin-
ming with the end of 1976 and extending into 1977,
an expansion that would increase the rate of infla-
tion by 5-108& everywhere and weuld proveke a
more sericus economic recession in 1978 or 1979,

For the other group — which includes many bour-
geois experts in the United States — it is not at all
certain that the moderate upswing they are expact-
ing toward the end of 1975 ard the beginning of
1978 will automatically turn into o boom. In fact,
they fear, it could "collopse" beginning in the mid-
dle of next year, either because of the continuation
of export reductions or because of a serious political
or banking accident that would destroy "confidence"
(@ bank panic, @ new war in the Middle Eost, o
substantial new increase in the price of oil, a reve-
lutionary crisis on the lberian peninsula, ete.), or
because of a combination of all these faoctors,

The majority of the international bourgeoisie seem

to have opted for the First of these two variants, as
is eleor by shown by the universal rise in the stock
exchanges of all the major imperialist countries, a
rise that has followed the sharp decline of 1974:

Stock Exchange Indices

Lowest Level Level on
City in 1975 May 20-21, 1975
MNew Yeork 632 830.5
Londen 146 J55.9
Tokyo 288.2 331.5
Paris 5.7 &8.6
West Germany 573.5 588.5
Milan 86.0 974
Amsterdam 85.8 105.0
Toronto 159.4 186.1
Brussels g892.1 I
Stockholm 3106 S

{Source: The Economist, May 24, 1975.)

Obwicusly, this does not mean that this "bourgecis
majority” may not be wrong, nor thot the stock-mar—
ket expectations — theoretically "correct” for, say,
1977 — might not be belied by the fomous "accident"
in 1974,

As far as accidents are concerned, in the United
States it is above all @ bank panic that is feared.
The publication of a book by Martin Mayer, o con-
servative observer, has mode guite an impression on
business circles in the United States, (&) In the book
Mayer describes the electronic techniques that fa-
cilitated the rapid upswing of "more aggressive"
banking activity beginning in the early 1960,
which has been reflected above all in the massive
utilization of short-term deposits to finance long-
term loans and in an incredsingly rapid expansion
of the volume of credits, of which a growing mass
of cukstanding credifs is of o dubious or speculative
character.

OFf course, the overall solvency of banks depends
on the central bank, which in the United Stafes is
the Federal Reserve System. Mayer siresses the di-
lemma with which the central bank is confronted:

It cannot refuse to grant banks encugh credit fo
clean up their own system of loans, because that
sort of pressure would threaten to provoke o collapse
and o bank panic. But without such pressure the
private banks threaten not to correct their adven-
turist policy. And he concludes: "There are billions
of dollars of potential loan losses in the system, and
the clock ticks toward the moment of their detona-
tion. The banking structure that is now building
can collapse; the larger the regulatory apparatus
permits it to grow, the more catastrophic the col-
lopse will be "
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There ore some signs that the American benking sys-
tem iz returning fo more conservative proctices.

But especially in the event of an upturn, pressure

in the opposite direction will once again be exerted
by companies.

Thus, of the two scenorics — the "pessimistic” one,
which does not believe there will be a boom in 1977,
and the "optimistic’ one, whicn believes that there
will be one — neither is confident about the future
of the system beyond the "medium term."” Those who
expect an imminent "boom” see it as leading to an
even more serious recession than the recession of
1974-75. Those who do not expect it foresee pro-
longed stagnation. |n both cases, the very scope of
the problem to resolve — Jacques Attali speaks of

31 million million thot must be injected into the inter-
national capitalist economy in the spoce of five

years if the effects of the recession are to be halted
ina lasting manner — will have obvious inflation-

ary effects. And all observers edmit that a new ac-
celerated inflotion could once ogain slow down

growth in the medium term.

Evaluating the long-term
effects

A judgment of the more long-term effects of the cur-
rent recession must begin with an examination of

the situation of the major industrial bronches, the
degree of excess copacity and overproduction in
these branches, and the particular cyclical motion
that is peculiar to them:

* Automobiles: This industry, together with the con-
struction industry, was the real "detonator” of the
current recession, just os it had been the central
prop of the preceding phase of expansien, along
with the construction and electrical oppliance in-
dusities. The extent of the reducticn of.production
in the auto industry varies between 255 and 35%
for the major copitalist producing countries (except
Japan, where the decline is 796). Even the Brazil-
ion automobile industry, whose production was still
expanding dat o rate of 17.5%6 in 1974 (while Argen-
tine production was declining 109}, anticipates
stagnation in 1975. (Financial Times, May 27, 1975.)
Excess productive capacity on a world scale may

be estimated on the order of 20-2556 today. Under
these conditions the continuation of an expansion

of the type that occurred during the 1950s and 1960s
seems excluded (7]

*Construction: Together with the auto industry {and
in some countries even more than the auto industry),
this is the branch that has been hardest hit by the
current recession, especially due to the effects of
the palicy of credit restrictions that was applied
universally in 1973-74, which wos compounded by
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o dizzying rise in the prices of materials and build-
ing lots (the effects of the speculetion generated

by inflation} and a decline in the household incomes
available for this type of expense during a period

of recession. In the United States the number of
new construction starts has dropped by nearly half:
from on annual level of 1,880,000 in Febriory 1974
to 977,000 in February and March 1575 (with a
slight increase, to 970,000, in April 1975), These
figures should be compared with the record level
that was reached toward the beginning of 1973: an
annual rate of 2.5 million new comstruction starts.
A new return to this level is improbable, At the
most, optimists expect 1.6-1.7 million new construc-
tion starts in 1576.

In Japan and copitalist Europe, where the housing
shortage s more proncunced in some countries (like
Britain, ltaly, France, and Spain), the more long-
term prospects could be better. But as soon as the
upturn begins, accelerated inflation will inevitably
exert pressure foword o rise in inferest rates and o
more restrictive credit policy, which mokes a new
“boom" in construction unlikely.

*Electrical appliances: Strongly linked to the con-
struction industry, the eleckical applionce industry
has gone through o genuine depression, of the same
scope as that of the automebile industry. In Janu=
ary 1973 sales in this branch in the United States
were 39% lower thon they had been in January 1974.
For the whele of 1974 the decline hod alreody been
13.4%0 in comparison with 1973. Manufocturers and
merchants are more optimistic for the second half of
1975; they expect an overall 1975 soles decline
anly on the order of 49 as compared with 1974,

But the downward revision of prospects for the con-
struction industry probably makes these figures too
opfimistic.

It is difficult to judge the degree of long-term ex-
cess capacity in this sector, which is characterized
by growing saturation of the market for "old" pro-
ducts, continuing technological innavation, and
appreciable difficulties in "stimulating” new needs.
Mevertheless, in view of its "link" to the construc=
tion industry, the electrical appliance industry will
find it difficult to quickly regain its record levels
of 1972 and 1973 on a world scale. A strong expan-
sion of investment in this sector therefore seems im-
probable.

*Textiles: This industry has alse been hit by the re-
cession to o greater thon average extent, although

in a differentiated manner. The crisis of the textile
industry is particularly severe in West Europe, Japan,
ond Brazil. For instance, it is reported that of B30~
000 workers employed in this industry in Britain,

150, 00D were on partial unemployment in mid=-March;
the figure could rise to 250,000 within several months.



In Brazil, where production of cloth ond clothing
in both natural and synthetic fibers hod increased
from 750, 000 tons in 1970 to 1.1 million tons in
1974 [with an expansion of exports from 300, DDD
tors in 1970 to 500,000 fons in 1974), exports dur-
ing the first quarter of 1975 fell by more than 509
compared with the leve| reached for the first quar-
ter of 1974, Some 5% of the work farce in the in-
dustry was laid off, ond investment was reduced by
two—thirds, The two largest Japanese textile trusts
ran at only &0% capacity during the first quarter of
1975. In this branch also, there can be no question
of a long=term expansion of overall investment or
of an increase in its share of world export {or pro-
duction). Just the contrary, the industry's share of
expenditures will tend to diminish, or in the best
of cases will be stabilized. |Investment will be pri-
marily for purpeses of retionalization, and the prog-
ress made in some countries will be primarily prog-
ress in substitution (compensated by declines in ex—
port or even production in other countries).

*Petrochemicals: In this industry, which is singularly
affected by its "own cycle” (probably a four-year
cycle), the transition from a situation of relative
shortage (provoked above all by the speculstive
hoording engendered by the rise in oil prices) to o
situation of overproduction and collapse of prices
was especially rapid in 1974, The price of polyester
yarn fell from §1.30 o peund to $0.85 a pound. The
restrictions on production and sales seem to have
been strongsst in Januvary and February 1975, Since
then, release of stocks hos produced a certain up=
swing: The price of polyester yarn rose back to
91.05 a pound. The capitalists of this branch are
hoping for o real upturn during the second half of
1975, Nevertheless, the more long-term prospects
remain uncertain. Several projects to construct new
Japanese factories have been postponsd or even
canceled,

*Chemicals in general: Here we must differentiate
among the various subsectors. The expansion of the
pharmoceuticals industry is expected to continue,
unless social and palitical upheavals toke place.
{The especially scandalous manner in which this in-
dustry profits from the secial security systems in the
imperialist countries and the way it overcharges for
its products in the semicolonial countries mokes it
particulorly vulnerable fo state interventions, which
are demanded by working-class opinion, even re-
formist and "liberal, " up to and including the de-
mand for nationalization.) On the other hand, the
chemical fertilizer industry, which one could hove
suppased would profit from a sustained worldwide
effort to increase the yield of agricultural produc-
tion, has fallen into a situation of potential excess
capacity. Prices "exploded"” during the 1973-74
period of shortage, proctically doubling in the case
of superphosphates and nitrates. Even though sales

are continuing to rise — although at a slower rate
(some 3-49% from July 1974 to July 1975 for the
American industry) — trade prices are beginning to
decline. The exceptional U.5. harvest will proveke
a foll of agricultural prices and of incomes for far=-
mers, which should reduce their fertilizer purchoses
in 1976, Also, this is an industry for which future
demand, rapidly expanding in the semicolonial
countries, will tend increasingly to be satisfied by
new factories established in the oil-producing coun-
tries.

"Steel: The steel "boom" ended in the second half
of 1974, The steel industry, like the petrochemicals
industry end the textile industry, has experienced
its own cycle during post decades, a cycle that does
not entirely coincide with that of industry and em-
ployment taken os @ whale. Crders for steel preducts
in West Europe fell 33%¢ during the first quarter of
1975 compared with the first quarter of 1974, In
April 1975 steel production in the capitalist coun-
tries taken o5 o whole wos down 9.8% compared
with April 1974, The decline wos 14.5% in the
United Stotes and Jopon and 12.4% in the Commen
Market countries; but it was more than 30% in Bel-
gium ¢nd Portugel. Prices fell 40-5006. Clearly,
this was a consequence of the crises in the automo-
bile, construction, and shipbuilding industries,
which are big customers of the steel industry. In

the longer run, the copitalists of this sector claim

to be optimistic and ore expecting a new expansion
of demand, production, and investment, with o more
than praportional expansion of new centers of pro-
duction in the semicolonic| couniries.

*Shipbuilding end aircraft construction: These are
branches that have been particularly hard hit by the
current recession, for o combination of reasons. Pre-
dictions of a continuous expansion of oil sales had
resulted in lorger and larger orders being ploced by
the oil gionts. Then the fall in oil sales immobilized
a part of the existing fleet (243 tankers with o total
capocity of 13,5 million tors were idle os of mid-
March), which entailed considerable losses for some
firms (Financial cotastrophe for Burma Oil}, Maossive
reductions of orders followed. Gernerally speaking,
the sudden holt in the growth of world trade hos alse
weighed heavily on the volume of freight and there-
fore on the volume of current shipbuilding. Frem

the beginning of the recession to mid-March 1975
comstruction orders were canceled for tankers with

a total copacity of about 15 million tons;, and orders
are threatened for ather ships with fotal capacity

of about £ million tons, which in all represents some
7% of current world shipbuilding. Japan, the United
States, and the Scandinovian countries have been
hardest hit. For their part, the airlines have been
suffering growing deficits, which reduces the mar-
ket for aircraft construction. I is true that there

are always lucrative orders for military circraft,
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but these orders are now pravoking aggrovated inter—
national competition, as is illustrated by the offair
of the replacement of the Belgian, Dutch, and Dan-
ish Starfighters. Mevertheless, the firms of the Amer-
ican oerospace industry seem fo be avoiding o reces—
sion by virtue of the increase in state orders (up

402 in two years),

*Electronics: A typical example of a branch that
had been marked by virtually uninterrupted expon-
sion during the two past decades, the electronics
industry is now going through o phase of growing
difficulties. A situation of pronounced excess ca-
pocity exists in the sector of transistors and semicon-
ductors in geperal; in the United States this bronch
of the industry is working at only 5056 capacity. A
sales decline on the order of 179 is expected for
1975. This prediction is considered excessively op-
timistic by the major trust of the industry, Texas In-
dustries, which anficipates a sales decline of 26%.
In the realm of calculating machines, excess capac-
ity has provoked o collopse of prices For small pocket
dnd table models; and even in the computer sector
the first price reductions have eccurred. Phenomena
of long-term saturation have begun to appear, com-
bined with a general tendency toward investment
decline determined by conjunctural conditions. The
Japanese electronics industry, which specializes in
carsumer goods like television sets and small calcu-
laters, suffered a recession in 1974; o new reduction
in production is expected for 1975, Phenomena of
longer-term market safurafion seem to be appearing,
in spite of @ ropid exparsion of exports.

When pocket calculators were first infroduced,
Japan took the lion's shore of the market. In 1973
it still praduced 10 million units, as compared with
7 million units in the United States and Canada.

In 1974 loponese production amounted to 15,5 mil-
lion units, s against 12 million units in the United
States; for 1975 American production is expectad
to surpass Joponese production. The Japanese share
of the European market fell from 809 in 1971-72
to 502 today. (Far Eastern Economic Review, Feb-
ruary 14, 1975.)

*Machine construction: This is probably the only
industry for which long=~term expansion seems cs-
sured, especially because of growing orders from

the semicolonial countries ond the bureoucratized
workers states. These orders are supposed to compen—
sate for any long-term foll in investment in the im-
perialist countries themselves. While this perspec-
tive is generally occepted omong experts, it must
neverthe less be wejghed against the general growth
rate of the international capitalist economy that is
anticipated for coming years. I is clear that if
growth remains below current predictions, phenom-
ena of excess copacity will coincide in o great num=
ber of sectors, and that could lead to a more than
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proportional fall in investment and orders for ma-
chinery, even though such a situation would incon-
testably stimulate certain types of rationalization
investment and would lead to a more ropid elimina-
tion of companies working below the productivity
levels of those companies that command advanced
technalogy. :

For the subsector of machine-tools precise figures
are available. The major exporting and importing
countries in 1974 were the following:

Exports (in millions of dollars)

1. West Germany 1,980
2. United States 480
3. Switzerland L
4. East Germany 352
5. laly 302.6
&. Britain 251
7. Fronce 250.8
8. Japan 230
%. Czechoslovakia 180
10, USSR T144.7
Imports (in millions of dallors)
1. LSSR J57 .8
2. France 3102
3. Poland 306.5
4. United States 258
5. East Germany 239.8
&. Italy 23475
7. Britain 2247
B. Japan 148.7
. West Germany 100
Czechoslovakia 100

{ The absence of China and Brazil from the list of
i

mporfers seems unjustified.)

The Figures for overall production are alse infterest-
ing:

Production of Machine-toals in 1974
{in millions of dollars)

1. West Germany 2,782
2, United States 2,100
3. USSR 1,824
4. Japan 1,533
5. lmaly 756.4
&. France 591.8
7. Britain 537.8
B. East Germany 512.9
Q. Switrerland 483.9
10. Poland 337.0

{The three tables appeared in the April 22, 1975,
Le Monde and were reproduced in The American
Machinist. )




Possibilities of restructuri
the world economy

The question of the prospects for the major bronches
of production in the international capitalist economy
is intimately linked to the question of the long-term
restructuring of trade and the world economy itself.
The economists who foresee @ new international di-
vision of labor reason approximately in the follow-
ing manner: From 1951 to 1971 the share of the semi-
colenial countries in world trade fell from about
33% to about 1756, This had led to an accelerated
recrientation of the international division of laber
ameng the major imperialist countries, the rapid ex-
pansion of the sa-called multinational corporations
being cne of the sharpest expressions of this.

With the tripling ond quadrupling of the price of
oil, the share of the exporters of this raw material

in world frade increased considerably. It went from
7% of world exports in 1973 to 149 in 1974, Even
though the share of the other semicolonial countries
declined slightly (from 129 in 1973 to 115 in 1574),
the total share of the semicolonial countries in world
exports nevertheless reached 25% in 1974,

Mow, the enormous balance of trade surpluses of
the oil-exporting countries — 597,000 million in
1974 — obviously stimulote industrialization activ=
ities and all sorts of investment in these countries.
Thus, still according to these experts, o vast market
is opened for the industries exporting machinery and
equipment in the imperialist countries.

In facf, the accumulation of exchange reserves by
the oil-exporting countries proceeded ot a much
slower rate than had been predicted by the panicky
propaganda in 1973-74. This occumulation dimin-
ished first of all in the mast populated countries and
the ones most open to rapid industrialization: Ireg,
Algeria, and Saudi Arabia among the Arab exporfers
and lran, MNigeria, Indonesia, and Venezuelo among
the non-Arcb exporters. But even in the exporting
countries with the lowest population dersities (pri-
mari ly Libya, Kuwait, Qatar, and the Arab Emir-
ates), internal and external investment projects have
token on such scope that the specter of the major
part of world exchange reserves becoming concen-
trated in the hands of these countries rapidly evap-
orated,

As early as 1974 the balance of payments surpluses
of the oil-exporting countries amounted to only

350, 000-55,000 million and not the 860, 000-380,
000 million initially predicted. To this surplus cor—
responded a deficit among the imperialist countries
of §30, 000-35,000 million, the remaining $15, 000~
20,000 million of the worldwide deficit being dis-
tributed among the rest of the semicolonial countries
and the bureaucratized workers states.

According to an estimate of the Morgan Guorantee
Trust Company, the non-oil-exporting semicolonial
countries showed balance of payments deficits of

the following amounts in 1974 (in millicrs of dollars):

Brozil 7,000
Mexico 2,500
India 1,800
South Korea 1,800
Taiwan 1,200
Peru 850
Kenyo 450
Chile A34
Turkey 400
Argentina 35
Philippines 290
Thailand 150
Zambia 100
Malaysia 100

In other words, of the total balance of trade surplus
of the countries of the Organization of Petraleum
Exporting Couniries [OPEC), which was on the or-
der of $97,000 million, nearly half was ploced in
short=term or long-term investments abroad, where
it was added to the "petrodollors” of 1973, The to-
tel of these petradollors amounted to about $60, 000
million, ond wes divided in the following manner:

35% in European currency markets

15% in direct investments in Europe ond
Jopan (including loans)

in bank deposits and state obliga-
tions in Britain

1056 in state obligations Tn the United

12.5%

States

P in loans to industriolized countries
other than the United States and
Britain

6.7%  in bank deposits in the United
States

&% in depeosits and obligations to the
International Monetary Fund, the
World Bank, etc.

434 in logns to semicolonial countries

1.7% indirect investments in the United
States (these investments, like
these in Europe and Japan, include
portfolic investments)

(Source: MNewsweek, February 10, 1975.)

Paradoxically, it is precisely the expansion of the
imports of the OPEC countries — that is, the reduc-
tion in their balance of trade surpluses — that

is now threatening Britain's balance of poyments,
for massive withdrawals of the petrodollars deposited
in London are involved. {The Economist, May 17,
1975.) According to the latest OECD estimates, the
overall balance of payments surplus of the OPEC
countries could fall to $40,000 million in 1975.
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Studies published by the Brookings Instifution and
the Morgan Guarantee Trust Company, ene of the
largest American banks, reject the hypothesis of @
fantastic accumulotion of $450,000 millien in re-
serves in the hands of the member countries of the
OPEC oil-exporting cartel. The peck figure of these
reserves, these studies report, will be hit in 1978
[5250,000 million, based on the assumption that
the exchange rate of the dollor will remain more
or less at its 1574 level): it will then gradually fall
bacl toward 179,000 million in 1980.

The caleulations of the Werld Bank consider these
estimates foo low, and inany case postulate o strong
accurmulation of reserves Tn Saudi Arabio, Kuowait,
Qiatar, and the Arob Emirates, while the surpluses
of the ather members of OPEC could disappear com-
plete by,

Thus, all these estimates actually imply o twofold
redistribution of resources, copital, productive co-
pacity, and surplus—value on o world scale:

*|n the short and medium term, @ good port of the
supplementory oil income will be used to import
machinery, industrial and agricultural equipment
of all kinds, ond industrial consumer goods (and,

to @ lessar extent, row moterials and faodstuffs).
This would invalve o redistribution of capital and
profits within the imperialist countries as much os
and even more than o redisiribution of surplus-value
between the imperialist bourgeoisie ond the semi-
colonial bourgecisie. The major beneficiaries of
this redistribution apart from the semicolenial bour-
geaisie would be the productive branches of ma=-
chinery and all types of equipment. The essential
losers, on the basis of the branch-by-branch anal-
ysis above, would be the oufomobile and electrical
appliance industries, certain branches of the elec-
tronics industry, and the fextile industry.

*In the medium ond long ferm, the massive import

of machinery and equipment by the members of OPEC
would invelve the creation of supplementary capoc-
ity for industrial production, especially in petro-
chemicals, fertilizers, oil refireries, and steel, «
potential that would substitute for the copacity ren-
dered excessive in the imperialist countries. There
would be a shift in industrial activity within the im-
perialist countries, especially foward the branches
of equipment manufacture and nuclear and other
power sources, and, in part, toward services,

There are acceptable elements in this analysis. It
seems obvious that the enormous concenfration of
money-capital in the hands of the owning classes
of the members of OPEC and their governments
could nat but touch off o process of investment on
a grand scale, domestically and abroad.(8) Theze
investments necessarily lead to a beginning of in-

a

dustrialization, even if associoted with imperialist
capital through jeint ventures.(9)

The international press continues to offer much in-
formation about these on-going projects. The May
26, 1975, issue of the American magazine Business
Week mentions notably the construction of a $280
million petrochemical factory for synthetic Fibers

in lran in association with American capital (Du
Pont de MNemours); the construction of o steel factory
in Ahvaz and of two brick-making factories in lsfahan
in associotion with the German trust Thyssen; the
construction of an oil refinery jointly with Thyssen
and the Fluor Corporation of Los Angeles in Abadan;
the construction of the new industrial city of el-
Jubail in Saudi Arabia, where establishment of o

big refinery and several chemical complexes is plan-
ned; the project of an enormous chemical fertilizer
complex worth $800 million in lreq. Many other
studies confirming the some tendency could be cited.

Likewise, it seems incontestable that exports of mo-
chinery, equipment goods, ond entire factories will
sceupy an increasingly imporfant position in world
trade in the future. Inits May 16, 1975, issue the
Far Eostern Economic Review published a study on
this branch of Japanese industry, whose exports rose
from 51, 500 million in 1972 to 83,000 million in
1974, It is considered the mest expansive and dy-
namic sector of the economy and merits special pro-
tection from the government.

Firally, the increased importance of the OPEC coun-
tries and of the bureoucrotized workers stotes os ouf~
lets for the imperialist countries also seems certain,
aven though their share of the fotal exports of these
countries will remain modest, For West Germany
and Jopan, this increased share has already been
indicoted in current stahstics. It is interesting fo
note that French exports to Algeria increased two-
and-a-half times in the space of two years, rising
from 2,380 million froncs in 1972 to 6,200 million
Francs in 1574,

MNevertheless, the projections eutlined obove suffer
from two important imprecisions:

* The dynamic of oil sales and prices, which deter-
mines the import capacity of the OPEC countries,
remains extremely fluid, |t is already clear that a
port of the goins that the owning classes of these
countries mode from the tripled or quadrupled price
of cil has been wiped out by the rise in prices for
their imports and by the devaluation of the dollor
and the pound sterling (which is relevant for the
partion of income held in liquid or semiliquid form).
By demanding that the price of oil be indexed to
the prices of manufactured products or that oil prices
be expressed in Special Drawing Rights (5DRs), the
member countries of OPEC are trying to escape this



infernal logic of the international economy, which
continues to be dominated by imperialism. But SDRs
are only money of account, and payments can be
made only in exchangeable currency, and not in
"paper—-gold.” Any new and pronounced increase

in the price of oil thus threatens to touch off com-
pensatory processes (even more pronounced declines
in exchange rates for the daliar and the pound ster-
ling; even sharper reduction of consumption of the
ail exported by OPEC; mare sceeleroted deve lop-
ment of alternative energy sources) that would neu-
tralize the advantages in the medivm and long term.

*The average growth of the internationo| capitalist
economy as a whole is not of all on "external” ele-
ment in all these suppositions; rather, it constitutes
a consfroining framework. The appearance of new
productive capacifies for petrochemicals and steel
in the OPEC couniries will have diemetrically op-
posite effects on the internofional conjuncture, oc-
cording to whether one ossumes that there will be
on average growth of 4-5% of the capitalist econ-
omy or whether one supposes an the contrary that
the average rote will fall toward 2% or even lower
in the medium term.

In the first case, the development of increased pro-
ductive copacity in the CPEC countries would couse
only minor perturbations in the economies of the
imperialist countries, chonges that could be "rech-
sorbed" by a redistribution of capital and the work
force. In the second case (which is more likely, in
our view), it would provoke major perturbations —
relative ly high structural unemployment and relative
stagnation of internol consumption in these countries
— which would in turn exert o depressive influence
on all internotional capitalist activity, including
the profitability and expansion of new sectors of
heavy industry in the semicolonial countries.

BASIC CAUSES OF THE RECESSION
NOT ELIMINATED

The generalized recession of 1574-75 is not the pro-
duct of chance or of any "freak occident" of the in-
ternational capitalist economy. It resulfs from all
the basic contradictions of the capitalist mode of
production, which gradually rose to the surface af-
ter having been partially contained, thanks fo in-
flation, for two decades of accelerated growth

(two and a half decades in the United States).

In order to find ouf whether the current recession
will be followed by a new prolonged phase of accel-
erated growth or whether, on the contrary, it marks
the inversion of the long-term economic tendency,
one must exomine the repercussions of the recession
on the major factors that influence the |mn§:term

evelution of the rate of profit in the imperialist coun=

tries.

1. A new decline in raw materials prices seems ex-
tremely improbable in coming years. Particularly
in the realm of energy, the common interest of fm—
perialist copital (with the possible exception of
Jopan and some minor couniries) and the bourgesi-
sies in the semicclonial countries is to prevent the
price of the cil exported by the OPEC countries
from falling below a certain level. Any excessive
price decline would render alternative energy sources
uncompetitive {North Sea cil; shale and bituminous
salts in the United States; Alaskan oil; nuclear en-
ergy), and the encrmous capital investment needed
to develop these sources would either be lost or
would produce on insufficient return. Likewise, the
fall of raw matericls prices, even if it continued
(which is not certain in the event of an industrial
upturn}, will not boost these prices back to the lev-
als they reached before the 1972-73 boom,

2. The effects the third technological revelution
had had in reducing the value of the elements of
Fixed capital — which meant that in spite of the
expansion of semioutomation, the orgénic composi-
tion of capital rose much less rapidly during the
period 1945-47 than could have been supposed at
first glonce — seem to be dying down in the long
run. In fact, the rate of increase of the productivity
of labor will slow dewn, as much in Department |
as in Department [, which will entail both o pra-
gressive increase in the value of the increased mass
of machinery put to work by industrial capital and
a slowdown in the growth of relstive surplus-value
(& growth that had been another siriking character-
istic of the third technological revolution).

3. The 1974-75 recession did not act — and, in an
atmosphere of inflationary "reflating, ™ could not
have acted — to detonate & massive devaluation of
caopital, which is the role a crisis of overproduction
normally plays in improving the conditians of capi-
tal realization — that is, in permitiing a high aver-
age rate of profit in the short term. To be sure, there
hove been some spectocular bankruptcies and some
mergers. But the important firms that reached the
end of their rope financially were bailed out by
massive state subsidies. The lifting of taxes on in-
vestment, onother form of subsidy, wos applied in
practically all the imperialist countries . What ac-
curred was therefore a redistribution of the mass of
surplus-value over a roughly equal mass of capital
rather than a massive reduction of capital paral-

lel to a slightly reduced mass of surplus-value,
Many of these preblems are obviously mesked by in-
flatian. But a beneficial effect of the recession on
the rate of profit through the massive devaluation
and destruction of capital seems henceforth unlikely.
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4. The increase of the rate of surplus-value by

the internal mechanisms of the process of production
is a usual effect of any overproduction crisis ond

of unemployment. It is now occurring again. Unem-
ployment and fear of unemployment are increasing
"labor discipline, " reducing obsenteeism and other
phenomena of Fluctuation in the work force, thus
permitting the acceleration of the work pace ond
the intersification of the labor process. All these
measures of capitalist "rationalization, " which are
going on in branches like automobi les, steel, elec-
trical construction, chemicals, etc., will involve
an increase in the rate of exploitation, which will
have a beneficial effect on the rate of profit.

MNevertheless, the combination of these four factors
will scarcely be able to provoke a genuine "uptum™
of profits, particularly if cccount is taken of a slow-
down, rather than an acceleration, in the turnover
of capital, a slowdown typical of periods of reces-
sion and rather slow upturn.
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Under these conditions, the conclusion is one that
we have stressed continually for several years: The
possibility of a new period of accelerated growth

of the type that occurred during the 1950s and the
beginning of the 1960s is in the final analysis linked
to a radical increase in the rate of surplus-value
through & sharp compression of the mass of direct
and indirect wages. Only such a modificotion could
seriously relounch the rate of profit and the rafe of
<elf-financed investment by the big monopolist trusts
(that is, investments that are made withou't massive
resort to inflation). And such a genuine upturn in
profit is indispensable for generating o new era of
capitalist “prosperity.” (I is unnecessary o insist
on the fact that in the framework of a socialized
economy, self-managed and democratical ly planned,
full employment and rational growth could be rees-
tablished by mechanisms other thon those of the law
of value.)

Mow, if an initial balance-sheet is drown up on



the effects of the generalized recession on the re-
ciprocal re lotionship of forces between capital and
labor in all the imperialist countries, it is clear

that these relationships have in no way deteriorated
te the point that the immediate pessibility of inflict-
ing a crushing defeat on the working closs con be
envisaged — and that is the enly development ca-
pable of having an effect on the rate of surplus-
value comparable to the effect of the victory of
fascism, the second world war, or the cold war of

the 1950s,

To be sure, the West German and Jopanese working
classes have both occepted nominal wage increases
this year that are inferior fo their real losses of pur-
chasing power consequent to inflation. The deteri-
oration of the conditions of the "labor market” in
these countries has thus had repercussions on the
division of the notional income, not for automatic
or mechanical reasons, but because of the class-
colloborationist ottitude of the trode-union bureau-
cracies ond because of the degree of control these
bureaucracies still exercise over the toiling masses.

But these are only marginal modifications in the di-
vision of the pational income, modifications that
can in any case be nevtralized by a new ocutbreak
of workers combativity, which will surely not be
long in coming, on @ greater or lesser scale depend-
ing on the counfry concerned.

On the other hand, the working classes of countries
like Spain, Italy, Britain, France, Belgium, Aus-
tralia, and Denmark are continuing to sharply de-
fend all the gains they made during the previous
period of expansion. Up fo now they have succeeded
in refusing fo bear the costs of the récession. There
is no sign that this situation is changing.

As for North America, while the workers of Québec
are manifesting such a high level of combativity
that the government has been led to propose the
toughest anti-union and anfistrilke lows seen in sev-
eral decades in that supposed bourgeois—parliamen-
tary democrocy, there are now ceriain signs of an
awakening — slow, of course, but real neverthe less
— among some sectors of the working class of the
United States.

Under these conditions it is clear that a struggle for
a substantiol rise in the rate of surplus-value — the
sort of strugale thot has marked the 1970s and will
continue to mark the rest of the 1970s and the 1980s,
just as it marked the 19205 and 19305 in Eurcpe —
has only just begun. Increasingly tough tests of
strength between capital and labor will cccur in
many imperialist countries. Prerevolutionary and
revolutionary situations will arise in several of
these countries.

The capitalist world will not be able to pass from
its present phase of general social crisis and gener-
alized economic recession to o new phase of lasting
and prolonged expansion except by first inflicting
a crushing defeat on the working class and by in-
flicting discsters in the form of appalling famines,
new bloody dictatorships, and new murderous wars
on-all humanity. To grasp the current crisis of the
imperialist system as the point of departure for an
assault on the power of capital is not only to toke
advantage of an exceptionally favorable opening
for the international extension of the socialist revo-
lution, but is alss and above all to work to spare
the human race a new era of free fall toward bar-
barism,

June 1, 1975

Footnaotes:

1. On our own predictions and an initial snalysis
and explanation of the generalized recession, see
"The Generalized Recession of the International
Capitalist Economy, " INPRECOR, No. 16/17, Jan-

‘vary 16, 1975.

2. The OECD had predicted the following GNP in-
creases for the first half of 1975: United States 35%;
Japan 7.29; France 5.29; West Germany 4%5;

Italy 3.59%; Britain 156; Canada 5.5%.

3. The big monopolist trusts program their fnvest-
ments over the medium term. Thus, each year they
have to attain a more or less predetermined level

of gross return {renewal of fixed capita Hnew fnvest=
ment}. If the same sum has to be roised through sales
of a smaller number of units, it follows that the
trusts will increaze the unit sales pirce. The exis-
tence of monopely explains why they are able to
act in this way, but they cannot do so beyond cer-
tain limits nor for a period of indeterminate length.
4. See the interesting polemic in this regard in
Business Week, June 2, 1975.

5. See especially Chapter 14 of our book Der Spat-
kapitalismus, published in English in the New Left
Review, Mo, 90, March-April 1975,

6. Martin Moyer, The Bankers, Weybright & Talley,
1974,

7. See our orticle "Aute Industry: A Worldwide
Crisis, " INPRECOR, No. 4, July 18, 1974,

8. On investments abroad by the countries of OPEC,
see especially our article "An Arab and Iranion Fi-
nance Capital Emerges, " INPRECOR, No. 10, Oc-
tober 17, 1974.

9. The reasons why the monopolies that dominate
today in the imperialist countries favor a (limited)
beginning in industrializing the semicelonial coun-
tries have been outlined in our Marxist Economic
Theory, end of chapter 13,
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THE TROUGI
OFTHEWWE

. LAMPION & H.VALENTIN
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"This time we really seem to have reached the 'trough
of the wave.'" This opinion, expressed by the em-
ployers' daily newspaper Les Echos, sums up the

present situation of the French economy in a few wards.

After having been spared longer than the other cop-
italist countries, France hos suddenly been hit by

the cansequences of the slowdown in world economic
activity that began in the outumn of 1974, |n the
space of a few months, French capitalism has entered
the most serious recession it has experienced since
the second world war.

I. Worst recession since the war

1. Industrial production had increcsed strangly
during the first half of 1974, but during the summer
it suddenly begon to decline. The fall was about
109 between August 1974 and January 1975, The
major industrial branches were successively affected,
despite some varictions over fime. Between Dc?abcr
1974 and January 1975 production fell 1296 in th
chemical industry, 1156 in the transformation of
metals industry, and .-f‘}'f:. in outos. Between
Movember 1974 and February 1975 steel production
declined 17%. The generalized turn in the economic
situation was even maore strikingly manifested in the
underutilization of productive capacity. Only 17%
of all compenies are running at full production (as
compared with 409¢ scarcely a yenr aga). The chem-
ical industry is running at only 50%: capocity.

The scope of the recession hos surprised the French
bourgesisie, which hod believed it could escape
the generalized slowdown in the mojor capitalist
countries. For a long time the bourgeocisie dreamed
of a possible upturn beginning in the summer of 1975.
But in spite of the signs that ore oppearing in Ger-
many and Japan, it is now obvious that there will
be no serious upturn internctionally before the end
of the yeor. And that excludes any upswing of the
French economy before that time. That is why the
French bourgeoisie is now gripped by deep pessi-
mism, which contrasts with the relative optimism
with which it regarded the crisis up to several weeks
ago.

This pessimism is intersified by the short-term do-
mestic prospects. Three key sectors are now in ex—
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treme difficulty: steel, which for three months now
has been running with its level of orders 30%: lower
than last year; construction, for which the employ-
ers' professional organization foresees a 20-25%
slowdown in activity during the coming eight months;
and automobiles, which experienced new sales de-
clines in March and April, the overall decline dur-
ing the past year (April 1974 to April 1975) stand-
ing at 35%.

Generally speaking, inventory levels remain very
high in the capital gocds sector and in the con-
sumer goods sector. While “incoming" stocks are
dropping, it must not be concluded that there will
be a rapid technical upswing.® In fact, the high in-
ventary levels simply reflect industries' inability to
find markets for "outgoing" stocks. Moreover, arders
are continuing to decline, especially in the consumer
industries, particularly because of & spectacular fall
in foreign orders. As for investment, the growth

rate for this year threatens to be negotive {as com-
paored with an increase of 796 in 1973 and of 3% in
1974). The most recent inquiry conducted by |NSEE
{Institut National de lo Statistique et des Etudes
Economigues — National Institute of Statistics and
Economic Studies) predicts o probable decline of 3-
49,

The French bourgeoisie is seeking above all to limit
the damage. The various pump-priming plans an-
nounced during the past three months are aimed es-
sentially at reassuring the employers: "The govern-
ment will not allow o crisis of the 1932-35 fype to
develop." The measures suggested are supposed to
enable the economy te avoid too deep a deteriora-
tion of the situation; they call for steps such as stim-
ulating the construction industry with credit facili-
ties for housing construction, priming productive
investments through public works programs and
fiscal deductions, and selectively aiding the export
sector through inferest rebates,

2. One direct consequence of the sharpness of
the recession hos been a spectacular rise in unem-
ployment since the end of the summer of 1974, Ac-

*A "tachnical upswing” oceurs when companies

dgain begin fo order goods 3o as to recopstitute their
g d

stocks,



cording to the statistics of IINSEE (which counts only
those seeking employment who are registered with
the National Employment Agency), the number of
vremployed rose 7256 between the end of August
1974 and the end of April 1975, During the same
period offers of employment dropped 9796, Accord-
ing to trode-union sources, 1,200,000 workers are
now unemployed. MNewver have there been so many
people unemployed in France. Even in 1935-34, at
the height of the economic erisis, unemployment
never exceeded 800, 000,

This phenomenon is further aggravated by three fac-
tors, First, the considerable increase in partial un-
employment. According to the Ministry of Labor,
more than 1 million werking days were lest in Feb-
ruary 1975, that is, eight times as many as in Feb-
ruary 1974, |t is cerfain that the real figure is much
higher, becouse government statistics count only
partial unemployment under forty hours a week.
Second, the mass layoffs that have occurred during
the past six months have not (yet) been ordered by
the largest componies, which have until now pre-
ferred to resort fo reductions in working hours, Third,
the rise in unemployment has developed even though
the immigration of fereign workers {who represent
7% of the active population) had practically stopped
beginning with the second half of 1974,

Short-term prospects for employment are very bad.
Beginning with the end of June, 300,000 young
people will enter the job market. In view of the
erisis of the French economy (which is eompounding
a long tendency — chservable since 1968 — toward
insufficient creation of jobs in comparison to avail-
able labor resources), these 300, 000 young people
threaten to immediately augment the 1,200,000
presently unemployed. Since the government had
sworn that in no cose weuld unemployment reach
the figure of 1 million, the whole bourgeois press
hos now been compelled to recognize the graviry

of the situation. That is why the government is going
to announce, before the end of May, o series of
measures aimed at stimulating the creation of jobs,
especially in the public sector. But this plan will

in no way be able to reduce the level of unemploy-
ment before several months. The prospect of a mil-
lien and a half unemployed by autumn 1975 thus op-
pears certain.

3. lpspite of the recession, price increases,
which reached 153 in 1574, are continuing of an
annual rate of about 1156 (+2.79% during the First
guarter of 1975). The French bourgecisie is crying
victory at the slowdewn of inflation, and it is prob-
able that the rise in prices con be limited to about
1026 this year. But this slowdown seens to be essen—
tially due to conjunctural and internotional foctors
(the tendency toward less rapid inflation in all the

countries offected by the crisis, the decline in raw
material prices), rather thon to the effectiveness of
the "anti-inflation" plans that have proliferated
since December 1972, If the French price index is
analyzed over a period of several months, it can

be seen that jts small increase is attributable solely
to a relative decline in industricl prices.

The govemment’s chjective is to bring the rate of
price increases down to 0.6% o month. Probably
this goal will not be reached. For one thing, the
big price increase obtained by French farmers from
Brussels (that is, from the Common Market) will have
repercussions on the price index during coming
maonths. For anocther, certain prices for services
will scon go up after the raising of the taxes that
had been imposed on them. Finally, the increase
in oil prices ot the end of the year will have inevi-
table comsequences on price increases in France.
Mere gererally, inflationary tensions will ance
again be violently manifested in the event of an
economic upfurn.,

4, The foreign-exchange situation remains an
essential problem for the French baurgeaisie. Since
the increase in petroleum prices, French exports
hove become incapable of covering the increased
value of imports. The 1974 foreign deficit, which
wos 34, 000 millien francs (about US$8, 500 millien),
would be intolerable for the ecanomy if it continued
at such a leve| for several years. For this reason,

a rapid reduction of the deficit has beceme the ma-
jor aim of the government's economic policy, and
even of its foreign palicy.

During the past three months, several factors have
favored the government's aims in this area: the fall
in real terms of the price of imported oil and row
materials; the slowdown of economic activity in
France, which has limited purchases of basic pro-
ducts, and the halting of investment programs, which
has reduced imports of -apital goods; the pur-
chases made by countries of the Eost and by oil-ex-
porfing couniries, notobly Algeric; and significant
sales of agricultural products. If nothing were to up-
set this situation, the foreign deficit in 1975 could
be brought down to 15,000 million francs, that is,
19,000 million francs less thon last year. But this

situation will not lost long.

In fact, of this 12,000 million froncs, mere than
14,000 million would derive from the improvement
of the trade balance with the countries of the East,
the oil-exporting countries, and the couniries of
the zone of the franc. The countries of the East and
the oil-producing countries, as customers of France,
are presently running deficits. They will therefore
soon be led either to reduce their purchases or to
raise the prices of the products they are selling.
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Further, the United States will seek to fake over
markets that are important for French foreign trade
in the oreos of sales of arms and agricultural pro-
ducts, In 1974 the trode balance in agricultural pro-
ducts had been 11,000 million froncs in faver of
France. This surplus has tended to decline since the
beginning of 1975 under the sffect of a reduction
in export copacities and of the greater availability
and competitiveness of American wheat. Finally,
the expansion of sales of capital goods (up 3026
in 1974) was mainly in sales to nonindustrialized
countries, Current predictions suggest that there
will be a decline in sales to these countries during
coming months.

I1. Employers’ plan for the crisis

5. Confronted by a recession that it was unable
to avoid, the French bourgeaisie allowed the crisis
to deepen for six months, with the aim of “skimming
off" the least productive elements of the industrial
gpparatus and the lobor market. Nevertheless, this
policy has ifs limits. The big employers especially
can only be uneasy about a geners! and prolonged
contraction of markets. That is why they are vigor-
ously waging a campaign for the government to foke
a number of measures to support investment. MNever-
theless, it is not o matter of genuine pump-priming
plans, which upder present conditions could only
dggravate the foreign deficit ond cauze the loss of
advantages recently won by companies against the
workers.

Over the long term, the essential objective of the
French bourgecisie remains achieving a lasting sta-
bilization of the increase of real wages and of the
comsumption levels of the workers. For the paost six
months this has entailed o very tough attitude against
workers struggles, During both the postal strike last
MNovember and the Renault strike in March the bour-
geoisie clearly showed how far it would go in push-
ing back the workers and the workers leaderships
that wanted fo challenge the employers' plan for the
crisis. A powerful onti-working-class offensive was
unleashed that allowed the bourgeoisie to make sig-
nificant gains, although no decisive victory against
the working class was won,

In this respect, the regime and the employers have
been able to rely on the disorientation of the work-
ing mosses. |n many sectors fear of unemployment
has been o powerful brake on the development of
mass responses fo the attack of the employers. More-
over, the leaderships of the workers movement have
refused to organize reol resistance to unemployment
and ottacks on buying power. During the Renault
strike, as during the postal strike, the Communist
party, the Socialist party, and the frade-union lead-
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erships openly demonstrated their refusal to central-
ize the struggles against the Giscard-Chirac govern-
ment, the guarantor of the employers' plan for the
crisis.

6. 1t will scon be one year since the French
workers begon paying o very heavy price for the
economic crisis. For the first time since 1958, buy-
ing power has fallen noticeably, In fact, beginning
with the third quarter of 1974, the rate of increase
of hourly wages, which had been very high during
the previous six months, slowed down considerably.
Maoreover, becouse of the slowdown of econcmic
activity, the average langth of working hours has
clearly dropped off. The conjunction of these two
factors has led to o fall in buying power, which
has been uneven among various sectors but can be
estimated at nearly 19¢ a month on the avercoge.

To take the example of the last quarter of 1974, the
rate of increase in hourly wages stood af 3.7%.

Price increases during the same period amounted fo
3% according to 1INSEE (3.89% according fo the Con-
fédération Générale du Travail — Genermal Confed-
eration of Labor — the CP-dominated frade-union
federation). IF the trode-union sources are foken as

a base, it becomes apparent thot there was at least

a stagnation of buying power. Buf occount must also
be taken of the estimated reduction in working hours,
which wos approximately 1.6%., Becouse of the sys—
tem by which French workers are paid, the hours
thus lost hod been paid at the bonus rate for over-
time hours, ond the everage decline in buying power
over the enfire quarfer wos thus on the order of 2,29,
This figure conzeals real losses of more than 59 in
some indusitries.

The social consequences of unemployment are par-
ticulorly sericus. The number of unemployed workers
receiving compensation from uremployment insurance
amounts to scorcely one—guarter of all the workers
unemployed (250, 000 ot the end of March out of the
1,200,000 unemployad). On the average, unem-
ployment compensation payments amount to only
two-thirds of gross wages. In this respect, the French
bourgecisie has been strongly and loud ly satisfied
with the agreement signed by the employers and
trade unicns on October 14, 1974, This agreement
was supposed fo provide for guaronteeing that work—
ers laid off "for economic reasens" would receive

on income equivalent to P09 of their wages for o
period of one year. But at the end of March, be-
cause of the many inroads the employers made
against application of the ogreement, the number

of workers actually benefiting from’ the agressent
came to 29,000 — that is, barely 294 of those un—
employed. In the case of p-arhul unemployment,

the compensation paid is often very low. B8 com-
pensation comes to & francs per hour lost, “

the minimum hourly wage is 6.95 francs.




the hours lost over and above forty hours had been
paid at time and a half; the effects of this can be
seen in the many working days lost in some compa-
nies. During February and March the bill came to
an average of nearly 1,000 francs for the profes-
sional workers of Renoult ond Ford-Bordeaux.

Finally, the palpable reduction in the standard of
living can be measured in the volume of consump-
tisn. In one vear (from the First quarter of 1974 to
the first quarter of 1975) the consumption of French
workers declined 109, The decline was especially
apparent in spending on clothing (-796), electrical
applionces (-18%5), and everything related to health
eare and housing. The latest inquiries conducted
among retail merchants confirm a fall in the volume
of consumption. This has to be seen os related to
an increase in precoutiondry savings, which always
occurs during a period of economic crisis.

7. For big capital the economic crisis is permit-
ting economic concentratiors that comrespond to the
big operations of financial concentration during the
past several years. This development has been much
less spectacular than the finoncial one, because it
is '@ matter of internal reorganization of trusts. But
the consequences are much more serious for the work-
ers: |oyoffs and transfer of units of production and
therefore of pesonnel. Péchiney-Ugine-Kulmann,
Boussois=Scuchon-Meuvecel, Saint-Gobain-Pont-
d=Mousson, ond many other firms are foking advan-
tage of the crisis to eliminate the mosaic of small
companies that hod mode up these big frusts and to
create divisions aceording to product that are better
adapted to contral and profitability. In other sectors
that have been hit full foree we are seeing concen-
trations directly linked to the erisis: Peugeot-Ci-
trotn in the aufo industry, UNIC ond @ Dutch group
in trucks. The comnsequences of this restructuring for
the workers will be felt only in bwo fo three years.

Muc lear power has become a key sector because of
the structural energy deficit of the French economy.
This js leading the government to promote o mossive
ard rapid development of nuclear energy, in defiance
of all safery regulations. The Creusot-Loire group,
which is developing the Westinghouse subsidiary in
France, was finally acquired by the Belgian Empain-
Schneider group affer o lang Financial battle. This
will allow for a significant restructuring of the nu-
clear engineering and large-scale boiler-making
indugkries. At the same time, De Wendel is reorga-
nizing the Lorraine steel industry around Sollac, os
the steel industry in the North has been recrganized
arcund Usinor ond Poribos.

It is not easy to estimate to what extent these shifts
also reflect modifications in the relationship of forces
within big copital or, particularly, to detail which
sectors of monopoly capital are supporting the Gis-

cord regime. It can be noted that the privileged al-
liance between the state and the financial group
organized around the Bangue de Paris et des Pays
Bas has been broken down and that the section of
finance copital represented by the Suez group was
only too pleased with the change in the presidency.
An important role seems to have been played by
Swez, the section of finance copital contralled by
the state, dand EDF (the nationalized utilities com-
pany), which hes presented the government a plan
for restructuring industry in accordance with the
needs that will be felt in all areas concerned with
riuclear development. If this plan is adopted, it will
have considerable consequences in many industrial
bronches that are still very dispersed. EDF in por-
ticular wants to remedy the present situation under
which only 40% of the demand for industrial products
used in the construction of nuclear power plants can
be met within the national territory.

Before the crisis, the French econcmy hod succeeded
in raising itself to fourth place among capitalist
economic powers, after the United States, Germany,
and Jopan. Until the oil erisis, the French employ-
ers lived in the euphoria of o rapid growth of fnvest-
ment, production, and export. But then the crisis
generated consciousness of the contradictory condi-
tions of the 1958-73 phase of expansion, (See the
article, "The Moment of Truth, " INPRECCOR, No.
16/17, Jonuary 16, 1975.) The debates that are

now going on around the preparation of the seventh
plan show that certain forces are determined to
slow down a disorderly accumulation that radically
compromises reestablishing the profitability of firms,
Bank activity must become more selective as well,
There is ne longer any question of an anarchic dis-
tribution of credit, which aided the survival of mar-
ginal sectors and nurtured a demand for goods on

the domestic market, thus reducing export capacity.
Generally, French big capital knows that it has to
give up some of the palitical and economic ambitions
it developed during the Gaullist era. It is zeeking
to guarantee itself certain niches in the world mar=
ket {the arms industry, off-shore platforms for under—
sea oil exploration) and is giving up defending its
other positions, allowing foreign capital o acquire
French companies (Roussel-Uclaf, for instance).

France is o second-ronk imperialist power. Plunged
into crisis, it seems to have resolved the problems

of inflation and the balance of payments deficit less
badly than ltaly or Britain. Nevertheless, the un-
stable equilibrium it has attained would be unchle

ta resist an offensive of the working closs. The work-
ers, after waiting for several months, are now wag-
ing more and more numerous struggles that threat-

en in the short term to challenge the French bourgeai-
sie's attempts to get out of the crisis without suffer~
ing too much domage .@
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GERMANY

There was no upturn in the West German economy
in the spring of 1975. MNor will there be one during
the summer. The federal gevernment was fooling
itself, or more likely, was fooling the masses. The
whole electoral campaign of the SPD (Sozialdemo-
kratische Partei Deutschlonds — German Social
Bemocratic party] in the Saar and in Mordrhein-
Westfalen in May 1975 had been centered around
the slagon, "Vote for an upturn; the upturn has al-
ready begun." The masses believed it, and the SPD
achieved a good electoral score. But the sconomic
crisis hos deepened and generalized.

The beloved neighbors and partners of the Germaon
bourgeoisie were focled as well as the German
masses. An upturn in the West German economy
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UPTUR!

by WINFRIED WOLF

was decisive for West Germany's bourgeois partners,
It could have halted the recession ond even touched
off an upswing in the rest of the capitalist economy
in Europe. Fourcade, the Freneh minister of finance,
made a significant remark on May 26, during the
celebration of the anniversary of the foundation of
the Fronco-Germon Chamber of Commerce and In-
dustry. "The Germans and the French are special
trade partners, " he said. " This is expressed notably
by the fact that each wafts for the ather to make

his move first so as to be able to follow in his wake."

And that's the way it is, in foct. Each wais — and
nothing hoppens. Obviously, thiz does not meon

that nothing has changed during the past five months,
since the publication of our last analysis of the state




of the West German economy. (See INPRECOR,

Ne. 16/17, Jonuary 16, 1975.) During this period
it has been confirmed that the present recession con=
stitutes the deepest ond most significant economic
crisis that this counfry has seen since the end of the
second world war,

Scope of the crisis

From the beginning of 1974 through the end of May
1975 industrial production went steadily down—
ward in West Germany. During the first quarter of
1975 it registered @ new regression of 4%, During
April and May 1975 it fell to a level correspanding
to that of 19701

As for unemployment, one can say that it has begun
te bottom eut, The official figure on the number

of people totally unemployed reached 1,087, 000

in April 1975, which corresponds fo a rate of 4,99,
In obsolute figures this represents a slight decline.

But the number of workers affected by partial unem-
ployment increased 85,000 compared with the pre=
ceding month, to approcch 200,000 in April. This
is sufficient basis on which to reject official opti-
mism about a decline in unemployment. The slight
decline in the number fofally unemployed simply
means that some companies have extended the sys—
tem of technical unemployment instead of laying
off personnel and that they hove "hired"” people
and then immediately placed them on technical un-
employment (that is, they pay them only for a few
days a weel: or for o few weeks a month) in order
to profit from the hiring bonuses provided for in the
government's conjunctural upswing program.

The second reason why the slight decline in the num-
ber totally unemployed does not at all correspond

to a real economic upturn is thot the decline refleck
anly the federal average. IF the regional breakdown
is exomined, it Tmmediately becomes clear that

those regions hardest hit by the crisis continued to
suffer unemployment increases in April and even

in May.

For all those who recognize the realities of the cap-
italist mode of production, it is not necessary to
add that the majeor victims of the unemployment
have been women workers, immigronts, and youth.
For all these categories, there was a more than
proportional increase in unemployment.

In our previous conjunctural analysis we indicated
that the two major factors that had slowed down the
recession in West Gemany during 1974 had been
the rapid expansion of exports and the continuation
of the hoom in steel. And we indicated the vislner-

ability and limits of these two pillars. These limits
hove now cppeared clearly,

In 1974 West Germon exports had constituted the
counterweight to the controction of demestic de-
mend (in investment, comtruction, dutomobiles,
etc.), which had toucked off the recession in the
first ploce. Even ot the end of 1974, foreign orders
for West German industry were still 20% higher than
they hod been ot the end of 1973, This rapid in-
crease in exports was explained in good part by the
continuation of the upswing in some of the other
copitalist countries and by the higher rote of infla-
tion prevailing in these countries, which stimulated
the expansion of their imports of German products.

As we indicated in our previous analysis, a reversal
of this tendency became visible beginning with the
end of 1974, The reasons for this were that the other
capifalist countries had begun to fight inflation vig-
orously through import restrictions (ltaly) and that
the recessive tendencies were becoming generalized
in all the other imperialist countries. The West Ger-
man export boom thus reached the end of its
rope. With the beginning of 1975 foreign orders be-
gon fo decline, The effects of this furnobout on o
national industry nearly a fourth of whese produc-
tion goes for expaorts are obvious,

It can even be said that the situation has turned
around completely. Earlier, ore could soy: Yes,
there is a crisis on the domestic market, but it is
compenzated for by fthe rapid rise of export. Today,
there is o combined crisis on the domestic and for-
eign markets, and one is even tempted to ey
the upturn of domestic demand should as far as pos-
sible compensate for the effects of the contraction
of exports.

Likewise, the recession should now strike with spe-
cial vigor af the branches that are more sharply ori-
ented toward exparts. Between 1973 and 1974 the
share of the fron and steel industry in total exports
had grown from 4.9% to 5,49, the shore of the
chemicol industry from 13.29 to 14,49, Today
these branches find themse lves confronted with a
decline in both domestic and foreign outlets and
seem unable to take quick action to odapt to this
new situation.

We also mentioned the tendencies toward a geo-
graphic reorientation of West German exports. Ex-
ports to the other imperialist countries inevitably
ron up against the combined effects of the cantroc-
tion of demond in these countries and the conscious
resistance to increasing imports, resistance that
could net fail to have an effect in a period of re-
cession. Exports were thus partially reoriented to-
ward the semicolonial countries and the bureaucra-
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tized workers states. Since then, a new feature has
arisen: The continuous and more than proportional
increase of exports to the bureoucrotized workers
sfates seems to be running up against an initial ob-
stacle, nomely the growing deficit of the trade bal-
ance of these countries with West Germaony. For
1974 West German exports to these countries (in-
cluding the People's Republic of China) were DM
15,880 million, while West German imports from
these countries amounted to only DM8, 410 million.
The function of these markets (which because of
the noncapitalist charocter of their economies were
supposed to have been oble to partially compensate
for the reduction of exports to the capitalist coun-
tries in times of crisis) must thus be understood os
extremely limited in view of the still limited re-
sources these countries command both for paying
for a large import surplus and for offering a broad
range of commodities that can be sold in the West
precisely during @ period of recession.

Uneven development

The uneven development of the various branches

hod been the maojor factor propping up the West
German upswing during the preceding phase. There
had been a series of branches that were growing ot
greater than dverage rates and that could thus
bocst the average growth rate and stimulate the ex-
parsion of other branches that atherwise would have
fallen into stagnation or decline. The majar branches
that hod played this rale were the steel industry,

the ehemical industry, and the electro-technical
industry .

Today these branches are absolutely unable to con-
tinue to play such a role. On the contrary, incer—
tain cases there is danger of the West Germon con-
juncture's being worsened precisely by the decline of
some of the branches that had previcusly been "i

the lead" in growth rates.

On the other hand, one con analyze the uneven
development that the recession itself has had in

the various industrial branches (See table 1.) IF we
caleulate the cumulative rate of growth and sub- -
divide it into successive phoses, the picture be—
comes even clearer. (See table 2.) According fo these
tables, the following conclusions can be diown:

1. All of West German industry entered crisis be—
ginning with the second half of 1974.

2. From the beginning of the recession, the con-
struction industry and the industry producing means
of transport had particularly determined the deteri-
oraticn of the economic situation.

3. The electrical machine industry and the machine-
building industry, each of which exporis some 259
of ifs production, exercised o pesitive of neutral
influence on overall economic development. From
the beginning of 1975, however, they began fo ex-
ercise o negative influence.
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