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INTERNATIONAL SITUATION

HE Vijayawada Congress of the Party noted that world
capitalism was engulfed in a crisis which was the worst since
the 1930 crisis.

Not all the talk of the industrial and technological revolution
rescuing capitalist society could protect it from the crisis, while the
Socialist world continued to develop without crisis, emphasising
the qualitative difference between the two systems. 5

By 1983 the capjfalist world began to heave & sigh of relief
cla1mmg that it was getting out of the recession. But the pace of
recovery was extremely feeble. The growth rate of GDP was
eqtlmated at only 2.2 per cent.

The recovery continued in 1984 and the year turned out some-
hat better for the leading capitalist countries than expected
earlier.

This much-advertised recdvery was distributed unevenly
though it came as a great relief to the capitalist spokesmen. But the
most optimistic spokesmen were unable to maintain that the new
year would be able to keep up the tempo of the previous one.

World Bank’s President Clausen said in an interview with
Xinhua on December 31, 1984, that the world economic recovery
would continue in 1985 but it was not expected to go on rising”
as in 1984.

He estimated that in 1985 the growth rate of the gross national
product of the United States would be less than in 1984, but that of



the other countries of the Organisation for Economic Cooperation
and Development would be greater.

Recovery Slows Down

The first six months of 1985 have borne out Clausen’s
estimate. In almost all advanced countries the recovery has slowed
down, intensifying all the problems.

According to the figures published in Rome by the Central

Institute of Statistics, during the first half of the year, Italy’s indus-

trial output increased only by 1.1 per cent over the same period of .
last year. Exports rose by 12.4 per cent over the same period of last
_year, and imports increased by 22.5 per cent, leading to a foreign-
trade deficit of 5.7 billion dollars in the first half of the year. The ‘
i number of unemployed increased by 12.5 per cent reaching 2.855
million, 0.137 million more than in the same period of last year,

while the inflation rate remained at 8.7 per cent.

According to official figures released on August 19 by the Cen-
tre of Statistical Office, the gross domestic product of Britain rose
by 0.6 per cent from April to June compared with a 1.5 per cent
increase in the first quarter of the year. The underlined rate of
growth was about 3 per cent. The GDP now stands at 4.5 per cent
above its previous peak in 1979. However, industrial production
has still not reached its pre-recession levels and manufactuirng

“output remains below them. ‘

The report of the OECD released in August in Paris forecast
for France an average -economic growth rate of 1.25 per cent
annually in 1985-86 due to the domestic market demand; foreign
demand would not grow enough to halt continuous decline in
employment. In 1985, productive employment fell by 200 thou-

sand compared with 240 thousand in 1984.

According to Government sources, the U.S. economy grew at a:
weak annual rate of 1.7 per cent from April to June this year. In the
first quarter the‘economy grew only by 0.3 per cent; for the first half of
the year the growth rate is only 1 per cent as against the first six
months’ growth rate of 8.6 per cent last year.

i

To reach the Reagan Administration’s projection of 3.9 per
cent growth for 1985, the economy will have to achieve a 6.9 per
cent growth rate in the second half of the year, a rate beyond.
reach.

A strong dollar and decline in exports are the causes of the

: poor_per_fonhance of the U.S. economy. According to the Com-
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merce Department of the Government, exports declined at an
annual rate of 12.5 per cent in the second quarter, the third con-
secutive decline, while imports continued to rise, on top of a giant
annual rate of increase of 30 per cent in the first three months of the
year. Many economists feel that this delicate sxtuatlon may lead to
a recession any time.

Notwithstanding the optimistic forecast about the West Ger-
man economy, the economy and the country are facing great dif-
ficulties. A joint statement issued by the Federal German
Government and the Federation of German Trade Unions con-
sidered that the unemployment problem was disiurbing the coun-
try’s economy and political life. The number of jobless soared to
2.2 million in May this year at a rate of 8.6 per cent. West Ger-
many’s recovery depends on introduction of more advanced
technology in competition with the USA and Japan, which must
lead to greater and greater unemployment.

The Economic Report of the Japanese Economic Planning
Committee released in August saiu wnat the Japanese economy
would enjoy continuous growth in fiscal 1985. In fiscal 1984, the
economy showed a 5.7 per cent growth 0.4 per cent hlgher than the
Government’s estimates. :

But in the first quarter of 1985, the GNP growth was as loyv as
0.4 per cent, the lowest in ten years. In the second quarter of the
year Japan fared better, the growth made possible by increased
exports to China and the USA. Japan’s export surplus is already
drawing protests from other partners, including the USA, and
demands are made that Japan should open its market and
economy to its trading allies. All this incluidng the condition of the

S economy, leads to uncertainty about Japan’s economy.

Such is the character of the capitalist recovery. Needless to

. say that for the underdeveloped and Third World countries there is

no recovery but actually greater victimisation to shoulder the bur-

“der of the ‘recovery’ of the advanced countries. These burdens are

being passed on through increased debt obligations, unfavourable
terms of trade, protective measures against imports from these
countries and demands for import liberalisation. Many of these .
countries are facing a desperate situation and are unable to meet &
their obligations. ,

High Rate of Unemployment

Notwithstanding the recovery, the unemployment rate in the
USA did not decline. The rate at the beginning of the last quarter of



the year, 1984, was 7.4 per cent which meant that 8.5 million
Americans had no work. In 1985, the rate of unemployment in
America is practically the same. .

Unemployment in the OECQ countries topped the 13 million
mark in December last accoi‘ding to the figures released by the
EEC Statistical Office in January 1985. The December figure was
the highest on record and represented an unemployment rate of
11.6 per cent compared with 11.1 per cent a year earlier in
1983.

In January 1985, British unemployment rose sharply by more.
than one hundred and twenty one thousands to a record high of 3.4°
million according to the figures of the Employment Department
released on January 31. The jobless tigure 1s equivalent to 13.9 per
cent of the work force in the country. Britain’s unemployment rate
is above the EEC average of 10.7 per cent and the average of the
Western countries as a whole of 8.1 per cent. There was no relaxa-
tion in the unemployment situation by the middle of 1985.

In France the number of jobless rose from 2.1 million in 1984
to 2.5 million at the end of the year. The jobless rate in France was
as high as 13 per cent.

In Italy unemployment during the year rose to 10.4 per cent
with the number of unemployed reaching 2.4 million, according to
the Italian Institute of Statistics.

In West Germany the most optimistic forecast for 1985 was of
a decline of 200 thousand in the number of jobless. :

In Japan the total figure for jobless reached 1.60 million or 2.7
per cent of the labour force in 1984, the highest since the Govern-
ment began compiling statistics in 1953. But unemployment
appeared to be much smallér in Japan than the USA or Britain.
_ This is because people who work one hour in any given week are
‘considered as employed in Japan.

Economic recovery, in capitalist phraseology, does not mean
any relief to the mass of people. In fact it means that capitalist pro-
fits increase at the cost of the people, increasing their miseries. It
denotes terrific attacks on people’s living standards and jobs to -
inflate the profits of the monopolists. This is a characteristic fea-
ture of the present recovery also.

The unemployment and the attending economic miseries in
the capitalist economy show that the burden of the economic crisis
and readjustment have been transferred to the people, the usual

" scapegoats and victims of capitalist crisis. At the same time the
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fragility and instability also show that capitalism cannot solve its
crisis, its basic contradictions, even with the instruments of State
monopoly manipulations. All the devices it employs, from inflation,
interest rates to trade wars, boomerang on the economy makmg it
more and more vulnerable.

The capitalist economy under State monopoly regulation can-
not exist without a huge expenditure on destructive armaments, on
military budgets. Preparations for genocidal destruction of
humanity is the pre-condition for maintaining the earnings of high
monopolist profits. This reveals the anti-human character of the
imperialist capitalist system, as the huge resources misdirected
towards nuclear and other armaments could be used for productivé
purposes and distribution for general well-being, abolishing the
scourge of unemployment and backwardness.

Under State monopoly regulation the multinationals mon-
opolise the capital resources and investment through the medium
of State expenditure. In 1982, Government spending in the USA
ate up 36.6 per cent of the GDP as against 27.3 per cent in Japan,
and 43.7 per cent in EEC countries.

The strain on the economy of useless military expenditure is
introducing economic uncertainties in the current year. States-
men and bourgeois economic experts alike are not sure whether
the stability of the economies can be maintained.

The crisis and the slow recovery expose monetarlsm, also
termed rieaganism, as an instrument of seeking recovery ac the
expense of the masses by lowering their standard of living. Mon-
etarist theorists simplify the problem of the capitalist society when
they contend that healthy economic, development is guaranteed if
the growth of money supply is controlled to correspond to the
growth of the domestic preduct. Accordmg to the monetarists, if
the Governme_nt succeeds in controlling the dynamics of the hquxd :
assets, inflation will be no problem and the condition for capital
accumulation and economic growth will improve.

Class Offensive

This non-class phraseology, however, conceals a class offen-
sive. Whose liquid assets are to be controlled ? And in whose
interest ? It turns out that this new wisdom amounts to directing all
capitalist Governments to curtail and decrease expenditure on
social security and welfare measures, to curtail expenditure on’
wages, so that the liquid assets correspond to the GDP. In the USA,
monetarism has led to huge concessions to the capitalists while it
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has led to huge cuts in social expenditures for the masses. In Bri-
tain, monetarism means cuts in social spending, closure of State
enterprises and restrictions on trade union rights. No wonder in the
years of Reaganomics (from 1980 to 1984), according to Business
Week, the material conditions of 60 per cent of U.S. families
declined, while the real income of the top 20 per cent increased. No
wonder the number of unemployed in the advanced capitalist
countries exceeds 30 million.

The way out of the crisis under these conditions, is being
sought through the bolstering of military expenditure, huge deficit
budgets, the production of armaments and nuclear war pre-
parations. The bolstering of the economy is sought to be achieved
through this unproductive expenditure for which the State is for-
ced to shell out billions. Seeking to change the balance of forces
following the rise of the Socialist camp and the end of colonialism,
military power is being built to reopen the world for
imperialism. :

 The crisis therefore has sharpened all the contradictions mak-
ing the present period, a period of social upheaval, of continuous
changes, a period of aggressive attacks from imperialism and the
counter-reply from the people and the revolutionary forces.

sharpened Conflict in the
Advanced Capitalist Countries

The crisis and its effects announce the failure of State mon-
opoly capitalism to regulate the economy, but show that despite its’

devastating effects on the people, the profits of the monopolists, of
the multinationals, go on mounting as the entire policy of the State

is directed towards protecting their interests. This identification of -

the State with monopolies, with the industrial-military complex,

narrows its social base to the extreme, rendering possible wide -

mass movements embracing widely disparate economic strata.
This is one of the reasons for the intensification of the class
struggle in the advanced capitalist countries.

The unproductive military expenditure, bolstered by inflation -

and robbery of incomes, becomes the constant policy of State mon-
opoly capitalism and agg,fravates all the elements of the crisis,
narrowing of the market, shrinkage of the purchasing power of the
people and resistance of the working class.

The latter element is an important factor in the developed
capitalist countries where mass parties of the working class and
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organised trade unions embracing millions exist. The policy of res-
tricting wages during inflation in the name of counter-inflationary
measures, is resisted by the workers. The various austerity pro-
grammes, budgetary cuts and anti-inflationary devices have one
objective in common, viz., to deprive more and more workers of

‘their jobs and incomes and lessen the responsibility on the part of

the Government to look after them. In the 1983 crisis, attacks on
social security measures were made in the State leading to working
class resistance. Women and children have been particular victims
of these attacks on rights to social security. In these countries,
under the national insurance schemes and welfare measures, any
increase in the unemployed has to be compensated by the State.
These rights, won over decades of earlier struggles, are being attac-
ked, leading to greater intensification of struggles.

Besides, in the present crisis, closure of factories has led to
prolonged resistance by the workers. The historic strike of the
British coalminers, which lasted for a year, indicated the sharpness
of the class struggle in the advanced capitalist countries.

. Prolonged and bitterly fought strikes have been taking place in
these years in these countries. The continuing unemployment in
the midst of recovery is bound to intensify the struggle and pit the
mass of the people against militarisation of the economy ana
inflated military budgets. The class discontent is now more and
more expressing itself in opposition to war, in the struggle for
peace, leading to wide participation of the working masses in
defence of peace.

Socialist World

In contrast to the capitalist world, which is in its deepest
economic crisis since the 1930s, leading to intensified contradic-

~ tions between the developed capitalist countries, the Socialist

countries, free from crisis and exerting all their efforts in the cause
of peace, have registered further advances in Socialist construc-
tion, and the economic integration of the Socialist member coun-
tries of the Council of Mutual Economlc Assistance has been
further strengthened.

The Socialist countries today produce around 40 per cent of
the total world steel output and have surpassed many indus-
trialised capitalist States in the per capita output of many"
manufactured goods.

Despite the fact that they are being forced to spend precious

resources for defence because of the nuclear war-drive of the
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imperialists, and that they cannot completely seal themselves off
from the fall-out of the world capitalist crisis, the Socialist coun-
tries are able to ensure for their people, a continually rising all-
sided advance of their life. :

The experience of Poland reveals the basic strength of the
socialist system. Poland is marching ahead, having frustrated the
attempt at destabilisation which was patronised by imperialism.

The CMEA countries can be rightly proud of the'impressive
results of their socio-economic development. A continuous risé in
production has resulted in a steady growth of the national income
and better living standards for the people. The CMEA countries
are making faster economic progress than the capitalist world.
Noteworthy in this context are the achievements of Vietnam, Laos
and Kampuchea, which completed their liberation only a decade
ago, and have overcome the ravages of the war and are making
steady advances despite the difficulties created by the Pol Pot
remnants, the reactionary regime to Thailand and their U.S.
- imperialist patrons. The CMEA, at its last summit, made special
_provisions to accelerate the economic advarcement of Vietnam,

Cuba and Mongolia. Similar advances are being made by Socialist
countries not belonging to the CMEA.

For instance, the People’s Republic of China which has been
introducing a series of economic reforms, has'been advancing both
in industry and agriculture. Compared to 1983, in 1984 the total
value of industrial output of the PRC increased by 14 per cent and
total agricultural output value by 14.5 per cent; the total payroll of
workers and other employees went up by 19 per cent and per capi-
ta net income of peasant families by 14.7 per cent.

In the Democratic People’s Republic of Korea, industrial pro-
duction had been growing at an average annual rate of 15.9 per cent
between 1970-79, and in the eighties this figure is being surpassed,
along with big advances in agricultural production.

The Soviet Union and other Socialist countries have been con-
tinually expanding their trade and other economic relations with
the developing countries with immense benefit to the latter.

The struggle for peace waged by the Warsaw Pact countries,
with the support of the people of the world, together with the
military preparedness of the Soviet Union which is determined to
see that the existing military parity is not upset in favour of
imperialism, has so far acted as a strong deterrent against the
nuclear warmongers.



The Soviet Umon has been exterding unstinted help to Viet-
nam, Laos and Kampuchea This help and the fraternal role played
by Vietnam in Kampuchea and Laos, have helped to frustrate the
imperialist designs in Indo- China.

Socialist help, primarily from the Soviet Union and Cuba, to
the fighting people of Angola, Ethiopia, Mozambique Afghanistan
and the People’s Democratic Republic of Yemen, and the support
of all Socialist countries to the cause of Palestinian liberation, their
firm opposition to the Israeli aggressors, have strengthened the
anti-imperialist, anti-Zionist and anti-racist forces everywhere.

The support of the Soviet Union and all Socialist countries,
some of whom are members of the Non-Aligned Movement, has
given immeasurable strength to this movement which stands for
peace and comes out against imperialist war machinations.

Inter-Imperialist Contradictions

In the situation created by the crisis, inter-imperialist conflicts
and rivalries are sharpening, though they are not powerful enough
to stop the U.S. drive towards a nuclear war. But the economic
rivalries for the world market, the uneven technological develop-
ment of the imperialist countries, the selfish economic policy pur-
sued by the USA, and finally the USA’s dictatorial demands on its
partners for increased military expenditures, are all leading to
resistance on the part of the allies. The Star Wars project of
Reagan is seen as U.S. domination on the quesiion of war and
peace, and understood as a project for the defence of the USA
rather than the defence of all its sallies, and has specially met with
strong resistance from France. The siting of the missiles as well as
the demand that more money should be spent on conventional
weapons has also led to opposition. _

The Bonn Summit of Western Powers in May 1985, showed
up the division in the Star Wars project. At the meeting, Rome said
that it has yet to decide its attitude to the project. Meanwhile the
- Danish Folketing adopted resolutions in 1983 and 1984 calling
upon the Government to oppose the space plan and Greece and
Australia turned down the invitation to take part in the research
programme. Recently, Canada also has declined to join the pro-
gramme. The Australian Government decided to withdraw permis-
sion granted to the USA to test its MX missiles on its soil, and the
New Zealand Government refused to allow nuclear-armed ships of
the USA into its harbours leading to the virtual collapse of
ANZUS. The dissidence has reached beyond Europe.
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Along with this, conflict on economic matters and policies is
‘getting sharpened. Currently the EEC, the USA and Japan are
‘involved in battling with each other. The same rivalries go on inside
the EEC also. But it is the conflict with the USA which has shar-
pened the rivalries and pushed each side into using tariffs against
the other. Conflicts have developed between the USA and Japan
because of Japan’s huge favourable balance of trade with the USA,
partially the creation of the American Administration’s policies.
The USA is now demanding that Japan should throw open 1ts
markets to imports from the USA.

America’s high interest rates which denude the European
countries of much needed capital have added to the conflict.

These economic tensions were already reflected in the recent
Bonn meeting of the Seven. Washington with its huge balance of
trade deficit wanted to open talks within the framework of the.
‘General Agreement of Tariff and Trade (GA"IT) At the conference
the U.S. sought to ease the situation at the expense of its partners.
But it was strongly opposed by the French President who would
not agree to fix the date for the GATT talks, demanding that the
trade talks should be linked to the reforms of the International
Monetary Fund and talks on the development of the Third World.
The USA was opposed to both proposals. The IMF helps it to gain
a dominating influence which it is not prepared to give up. Having
failed to achieve its objective, the USA had to content itself with a

' resolution to hold preliminary talks on the issues raised.

Despite these differences, the European allies and Japan con-
tinue to be part of the war front of the U.S. imperialists. They help
ithe U.S. plans as they have done by agreeing to site U.S. missiles in
their territories. The Thatcher government has joined the U.S.Star
'Wars programme. Although as pointed out above, their rivalries are:
not powerful enough to stop the drive towards nuclear war, their
vacillations and hesitations often play a retarding role in the war-
drive of U.S. imperialism.

The military expenditure of the USA and other imperialist
countries has reached astronomic proportions. Washington has
ssigned 280 billion dollars to the Pentagon for 1984 and this will
o up to 425 billion dollars in 1988. The aggregate military expendl-
ure of the capitalist countries had increased from 24 billion dollars
n 1950 to more than 400 billion dollars in 1982. The Nakasone
vernment of Japan which has been glven the status of a NATO
artner in the East by the USA, has decided to give up the coun-
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fry’s long-standing decision on keeping the limit of the outlay on
military expenditure below one per cent of the GNP.

Ag -avation of Conflicts with
Third World Countries

The mounting debtload of Third World countries and the con-
sequent dependence of many of their economies on the Western
world, lead to an intense sharpening of the conflict between
imperialism and these countries. The foreign debt of these coun-
tries has risen from 75 billion dollars in 1970 to 900 to 1,000 billion
dollars in 1984, which is enough to underline the dependence of
their economies on Western help.

This, of course, need not have happened if the Governments of
these countries had put an end to pre-capitalist relations and
released the productive forces of their countries for rapid
economic advance.

Imperialists, especially the U.S. imperialists, by their inter-
vention and creation of tensions in various parts of the world, are
forcing many Third World countries to spend more and more on
their military budgets, escalating their debts even further.

The debt payments are inflated by rising interest rates, by
-adverse terms of trade, by the robberies conducted by the mul-
tinationals, and the conditionalities imposed by the IMF and the
World Bank. Foreign aid has become a debt trap and a death trap.
Thus the underdeveloped world was faced with the manipulation
of the interest rates, the predatory role of the multinationals and
political limitations on trade, boycott and sanctions, and the rising .
rate of dollar exchange. The huge drain from Third World coun-
tries, this loot, has been the source of financing the militarisation of
the U.S. economy, its huge budget deﬁclt and its high expenditure
on the war-drive.

: Fidel Castro recently exposed this link between U.S. mlhtary

expenditure and debt loot in the following words : “The U.S. has
forced a financial and monetary policy on the rest of the world,
exclusively to solve its economic difficulties. It is spending money
on military equipment at the rate of approximately 300 billion
dollars a year. We the Third World are financing the U.S.
armaments with these dollars that cost us much.”

But this drain is proving the last straw and some countries
have started resisting and announcing that they will pay what they
can and nothing more. Peru, for instance, has refused to make
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payments exceeding ten per cent of its export earnings and has
decided to take steps to counter the retahatory measures of the
U.S. Administration.

U.S. Intervention in Latin America

This is sharpening the conflicts and intensifies U.S. interven-
tion in Latin America. The U.S. intervened with arms and carried
out a cowardly aggression against tiny Grenada two years back. It
protects the murderous reglme of El Salvador by supplying it with
arms and money.

The prime objective of the U.S. imperialists’ Central
American policy is to crush the Sandinista revolution in Nicaragua.
It is within the framework of the anti-Nicaraguan campaign that the
Pentagon has consolidated its presence in Honduras, which, along
with El Salvador and Guatemala, has been turned into an American
stronghold in Central America. The “contras”, CIA mercenaries,
have been trained and armed by U.S. imperialism and are faithfully
serving it, using openly terroristic sanguinary methods against the
Nicaraguan people.

In pursuance of its aggressive designs, in May this year,
Reagan announced economic sanctions against Nicaragua. All U.S.
trade with Nicaragua was banned, and air and sea communications
were stopped. To enforce the sanction, the CIA mined Nicaragua’s |
port to prevent foreign consignments from reaching that country.
The economic blockade has been imposed under the ridiculous
excuse that Nicarague was threatening American security and its
foreign policy. U.S. officials have openly declared that “military
exercises, naval manoeuvres, internal opposition (both armed and
unarmed)” were quite legitimate and justifiable “pressures” which
the USA simply must use against Nicaragua in order to modify the
“Sandinista behaviour”. What is meant by this was made clear by
the U.S. State Department explanation in February last—that the
U.S. is in fact seeking to make Nicaragua disarm unilaterally, des-
pite the undeclared war unleashed against it, and to determine
Nicaragua’s political system and its relations with other States.

The Nicaraguan people are waging a heroic struggle to defend
their freedom and advance the Sandinista revolution, while taking
a positive attitude to maintaining peace in Central America and
resolving its problems through negotiations. The Sandinista
. Government accepted the Contadora proposals while the USA and
its henchmen scuttled them. The USA also broke off the bilateral
talks with Nicaragua which were being held in the Mexican town of
Manzanillo. Vast sections of the people in Latin America, as also
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