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. THE U.S. WORKING CLASS OF THE 1980'S ANALYZED

Moscow SSHA: EKONOMIKA, POLITIKA, IDEOLOGIYA in Russian No 12, Déc 85
(signed to press 18 Nov 85) pp 3-14

[Article by S. A. Yershov: "The Working Class of the 1980's"]

[Text] In a certain sense, the past decade (1975-1984) was a turning point
in U.S. economic development. '

The long-overdue transfer of the majority of industries and spheres of the
economy from the assembly-line structure to a fundamentally different orga-
nizational and technological structure based on automation essentially began
during these years. Just as in the late 1920's and early 1930's, when simple
machine production gave up its dominant position, the present radical change
in the industrial base of the American economy has been accompanied by
serious economic problems. This time they have taken the form of structural
and sectorial crises, longer and more severe cyclical slumps, shorter periods
of recovery and prolonged recessioms. ’

The present situation of American capitalism is complicated by unfavorable
developments in the international arena. These include the dramatic inten-
sification of competition with Japanese and West European rivals, as a result
of which U.S. monopolies are being crowded out of some areas of economic
rivalry among the three centers of present-day imperialism.

All of this has naturally had the most negative effect on the status of the

. American working class, because it has had to shoulder most of the burden of

the radical scientific and technical reorganization. The monopolies still see
the increased exploitation of labor and complete disregard for its financial
interests as the main source and reserve of higher profit margins in
production.

In the complex atmosphere of scientific, technical and economic advances, the
bourgeoisie is taking every opportunity to tip the balance of class forces in
its own favor. It is striving to make selfish use of the organizational and
technological changes encompassing the spheres of physical and nom-physical
production and considerably modifying the traditional social base of the labor
movement. The composition of the latter now includes certain segments which
are, for various reasons, vulnerable to the sharply intensified ideological




pressure; the bourgeoisie is persuading them to accept the ideas of the

"common interests" and "equal responsibility" of labor and capital and other
bourgeois and reformist theories designed to deter the development of the
proletarian consciousness of the masses. The huge army of unemployed and the
sword of Damocles of new mass layoffs are diminishing the militancy of labor
unions. When members of the extreme right, conservative-reactionary wing of

the Republican Party took positions of power in the United States, they launched
a direct attack on the economic gains and democratic rights of the working
class. '

As subsequent events demonstrated, however, the working class mustered up
enough strength, despite all of its difficulties, to defend and protect its
positions and even to fight for better working and living conditioms.

Tendencies Toward the Social Stratification of the Working Class

The United States is one of the industrially developed capitalist countries

in which proletarization has virtually reached its natural limit. At some
point at the turn of the last decade, the proportion accounted for by hired
labor in the gainfully employed population ceased to grow after exceeding

90 percent. The numerical growth of the working class also slowed down. The
rTeason was that the quicker introduction of automation led to a slight decrease
in the total demand for manpower. The average annual increase in employment
(excluding. agriculture) in the past decade (1975-1984) was 2.1 Eercent, as
compared to the 2.5 percent of the preceding comparable period.

The present organizational and technological reorganization of production

has also been accompanied by sweeping qualitative changes in the labor force
itself. These changes ultimately lead to some regrouping within the working
class and to the formation of somewhat independent segments, differing percep-
tibly from one another in terms of levels of education and wages and in terms
of degrees of job security; they are included in different systems of labor
organization and labor relations. One segment of particular interest is the
large and growing category of workers in automated production.

In terms of professional skills, the structure of this new group is quite
diverse. Highly skilled workers make up its nucleus. Engineering and techni-
cal specialists, designers, computer operators and programmers, and other
employees form concentric circles around this nucleus.

Most of these workers are distinguished not only by modern occupations and
particularly high qualifications, but also by heightened production mobility,
It is precisely this quality, this ability of workers to adapt to the con-
stantly rising requirements of continuously changing production without suf-
fering any perceptible economic and social losses, that guarantees them, all
other conditions being equal, relatively high wages and some guarantee of
steady employment,

This creates something like a socioeconomic watershed: The presently growing
category of "automated production workers" seems to be detaching itself from
the rest of the production and junior administrative persomnel of industrial




enterprises and service establishments; or, more precisely, from those who

are still working within the confines of simple machine and assembly~line
production. The manpower requirements of these obsolete or soon-to-be-obsolete
modifications of the organizational and technological base are much lower than
those of the automation sphere. For this reason, most of the people in the
first two types of production do not have as solid a background in general
education and special professional training and are therefore much more vul-
nerable to the negative effects of the organizational, scientific and techno-
logical innovations. They are the main victims of economic upheavals and the
strategic reserve of unemployment; it is precisely on their shoulders that
most of the burden of cuts in social allocations lies.

Of course, these two hypothetical segments of the labor force are not sepa-
rated from one another by -a Wall of China, if for no other reason than their
large strata of semiskilled manpower, with unavoidably overlapping fields of
employment. Nevertheless, the intensive exchange of workers among various
organizational and technological types of production is already quite diffi-
cult. The main reason is that the relatively lower average level of general
education and professional training of people unconnected with automation
also dictates their lower production mobility.

The main factor predetermining the growth of the group of automated produc-
tion workers is the quicker qualitative enhancement of the labor force in
general. Furthermore, the future development of automation will depend
directly on the existence of manpower with an educational level meeting the
requirements of the new technology.

The improvement of the labor force is now taking several directions.

First of all, there has been the quicker absolute and relative growth of the
group of workers engaged in mental labor; its growth rate is higher than that
of production workers. Within an extremely short period of time, from 1975
to the end of 1984, the number of production workers in the leading sector of
the American economy, the processing industry, rose at an average rate of

0.3 percent a year, but the rate for workers engaged in mental labor was

1.5 percent, or a rate five times as high. By the same token, the proportion
accounted for by the former in the employed population decreased from 71.2

_percent to 68.7 percent, while the figure for the latter rose from 28.8 to

31.3 percent.2

Secondly, there has been a rise in the average level of general education of
hired labor engaged directly in production. In general, the average number of
years of education is constantly rising in the United States. In just a
decade (1970-1979), the average indicator rose 2.4 percent for all workers and
8 percent for people engaged primarily in mental labor. Furthermore, it is
interesting that the highest rise in the level of education was displayed by
unskilled workers--15.2 percent.3 This fact might testify even more con-
clusively than other figures to the steady tendency toward a rise in the
educational level of the entire army of hired labor.

Another significant consideration is the substantial increase in the number of
people with a secondary specialized and higher education. In 1970, 1 out of




every 7 workers had a college degree, but in 1983 the ratio was 1:4. During
this period the number of people between the ages of 25 and 64 with a college
degree increased by 11.5 million, rising from 8.7 million to 20.2 million,

.or by more than 132 percent. Furthermore, this category of workers is dis-
tinguished by the highest employment norm, reflecting their inclusion in
national production. It was 87 percent (in 1983), as compared to 74.9 percent
for all manpower and 60.3 percent for people with from 8 to 11 years of edu-
cation--that is, with a partial secondary education. For the sake of compar-
ison, the employment norm in 1973 was 65.4 percent for people in the last
category and 82.3 percent for those with a complete higher education.%

Thirdly, there has been an increase in the number of highly skilled special-

- ists. When the total number of employed people increased by 7 percent between
1975 and 1984, the number of highly skilled workers increased by almost 18
percent, and the percentage of these workers in the production labor force
rose from 39.3 to 43.4 percent. During the same period, the relative number
of se?iskilled workers decreased and that of unskilled workers remained the
same.

To some degree, the increased use of complex manpower--the most important
source of live labor for automation--in the American economy is also attested
to (indirectly) by the transfer of employment to so-called high-technology
(science-intensive) industries, where labor quality requirements are much
higher on the average than in traditlonal sectors. Although this division

is quite hypothetical (the new technology is being introduced everywhere,
although to differing degrees), the first group of industries would primarily
include arms production and the petrochemical, electrical equipment, radio-
electronic, instrument-building and aerospace industries. The total number

. of production workers in these industries rose at an average rate of 1.5 per-
cent a year from 1975 to 1984; their percentage of the total production labor
force in the processing industry rose from 18.2 to 20.1 percent. During
those same years, the number of production workers in the entire second group
(of "old" industries) decreased by almost 2 percent, as a result of which the
proportion accounted for by them in the total number of production workers
employed in the processing industry decreased from 81.8 to 79.2 percent.

These changes in employment are even more clearly apparent in specific indus-
tries. For example, the number of production workers decreased by 13.4 per-
cent in the textile industry and 25 percent in primary metallurgy in the past
decade, while a steady increase in employment of 2 percent a year on the
average in instrument building and of 2.4 percent in the electrical equipment
and radioelectronic industries was recorded during those same years.

In summation, we can say that the establishment of the new organizational and
technological structure of production, based on automation, in industry and

other sectors of the U.S. economy has been accompanied by the creation of the
necessary conditions for the formation of a new nucleus of the working class.
The workers of this category have modern skills and professional training and
therefore possess a quality as important as the necessary production mobility,
which protects them to some degree from crisis-related fluctuations in eco-

" nomic development and the negative implications of the new technology. It is




equally important that these workers are included, by virtue of the require-
ments objectively stipulated by the distinctive nature of automation itself,
in a qualitatively different system of labor organization, resulting in cer-
tain changes in labor relations.

And it could not be otherwise, because the progressive improvement of produc-
tive forces--equipment and people~-will eventually and unavoidably lead to

" changes in the methods of the productive use of manpower and to the consequent
transformation of labor relations. Of course, the social purpose of the lat-
ter--increased exploitation and the consolidation of capital's dominant posi-
tion in relation to hired labor--has not changed and cannot change under
capitalism. Nevertheless, now that capital is operating under new organiza-
tional and technological conditions, it must give the worker greater indepen-
dence and greater freedom in the performance of his production activity
directly in each working positiom.

And it is true that the flow of anonymous orders "from above' has become
quite meager under the conditions of automation, and the detailed regulation
of the worker's production behavior (not to mention the strict standardiza-
tion of his physical movements) is gradually receding into the past along
with other elements of the labor organization patterns of the assembly-line
production structure. Furthermore, now the worker is more frequently expected
to engage in an independent search for optimal ways of performing specific
production tasks. "The new automated work position," reported the MONTHLY
LABOR REVIEW, "demands...the decentralization of responsibility and the
enhancement of the worker's ability to take the initiative in solving all.
possible problems without waiting for the approval of people on higher rungs
of the administrative ladder."?

This is the reason for the widespread use of the Japanese experience in the
creation of quality clubs, the Swedish experience with automonous and semi-
autonomous work teams and other innovations in recent years in the United
States. These and other methods of intemnsifying the personal and creative
elements of work are being used by capital as instruments of collective self-
exploitation and are changing the very structure of labor relations at
present-day capitalist enterprises, which are being filled with new equipment
- on increasingly broad scales.

The plans drawn up by bourgeois scientists--with a view to the objective
requirements of present-day production--to raise the profit margins of enter-
prises by changing the organizational structure of the labor functions of
workers will eventually intensify social polarization within the working
class. This is understandable because the "efficiency" proposals of the
members of quality clubs, just as any other measures suggested by workers
with a relatively stable position at a capitalist enterprise, are essentially
delayed-action mines sabotaging the unity of labor ranks at the enterprise.

But the main thing is that objective differences in the economic and social
status of workers (which will be discussed below) included in different orga-
nizational and technological types of production lead to a definite split in
the social base of the labor movement. This new development is one of the




main reasons for the reduction of union membership, the declining effective-
ness of union actions in defense of labor and the reduced number and scales
of strikes. '

The Exacerbation of Socioceconomic Problems

In this large group of problems, two of them--wages and unemployment--offer
the most graphic portrayal of the development of these processes of social
differentiation. '

The cost of living is still rising, although not as quickly as before. The
real wages of American workers, however, are not rising. On the contrary,
the wages of production workers in the entire private sector of the U.S.
economy after 1980 fell below the 1967 level.l Furthermore, there has been
a decline in the average annual rate of increase not only in real wages, but
-also in so-called compensation, made up of regular wages, all additional
payments and various benefits (calculated below in percentage values for the
given period. per man-hour in 1977 dollars):ll

Years Private Non-Agricultural Sector
1975-1976 2,2
1976-1977 1.0
1977-1978 0.9
1978-1979 -1.7
1979-1980 . : -2.9
1980-1981 -0.7

A colossal portion of the wages of hired labor is devoured by taxes (federal,
state and local).l2 As a result, the disposable income of the American
production worker at the beginning of the current decade was equivalent to
only 78.96 percent of his nominal monetary income and fell far below the
corresponding indicator in all of the other six leading capitalist countriesl3

One reason for the wage reductions is the widespread practice of the imposi-
tion of wage concessions, including some large omes, on labor unions by the
monopolies. For example, in 1982 labor unions in the automative and garment
industries, civil conmstruction, railway transport and public utilities (elec- -
tricity, gas and water) negotiated collective contracts envisaging a wage
increase of only 3.8 percent in the first year and of 3.6 percent over the
entire period of the contracts' validity. This was the lowest wage increase
for the 3.3 million workers in these sectors since 1968. In 1982 more than a
million workers received no increase at all.

The reduction of the real wages of most of the laboring public is putting
American families in a difficult position. For example, the minimum subsis--
tence level now requires several family members to work, including women with
children (in the absence of pre-school establishments), or one family member
to take on additional part-time work. In all, in the 3 years between 1979 and
the end of 1981, the average number of working members in the American family
rose from 2.39 to 2.43.15 The number of blue- and white-collar workers with




two or more jobs is increasing: It was 3.5 million in 1975 and 4,4 million in
1980~--that is, it rose almost 26 percent at a time when the total number of
people employed in the economy rose less than 16 percent. 16

The reduction of family income has been accompanied by declining rates of
personal consumption by American 1abor especially in the case of durable
goods (Table 1).

Table 1. Dynamics of Personal Consumption Expenditures (constant prices,

1972 = 100)

: : Increase in expenditures, %
Years Total Durable goods Non-durable goods Services
.1975-1976 5.6 12.3 4,7 4.3
1976-1977 5.0 9.0 3.6 4.9
1977-1978 4.5 6.4 3.3 4.8
1978-1979 2.7 0.3 2.5 3.7
1979-1980 0.3 -6.9 0.8 2.4
1980-1981 . 1.8 2.2 1.8 1.7

"Statistical Abstract of the United States, 1982-83," p 419.

The progressive growth of differences between the wages of workers of diffe-
rent socioprofessional categories warrants special attention. The wages of
workers employed in high-technology industries differ sharply in terms of the
direction of changes (rise or decline) and rates of change from the corres-
ponding indicators in "0ld" industries. "Almost all of the high-technology
industries," MONTHLY LABOR REVIEW reported, '"have the highest percentage of
high-paid workers in relation to the entire processing industry.”

And it is a fact that the average weekly wage of the production worker in the
electrical equipment and radioelectronic industries in 1975, for example,
exceeded the wage of a worker in retail trade by 40.6 percent, but in 1984
the figure was already 52.1 percent. During the same years the difference
between the wages of textile industry workers and workers in instrument
building increased from 24.9 to 29.2 percent,18

In the electrical equipment and radiocelectronic industries, the average real
(1967 = 100) weekly wage of the production worker increased by 5.4 percent in
1975-1984, while it decreased by 15.1 percent in retail trade., The real
average weekly wage of the same category of workers in the textile industry
rose only 0.4 percent, but the figure in instrument building was 6.6 percent 19

The difference between the wages of production workers of different skill
categories- is also increasing. In 1970 the average weekly wage of the skilled
worker in the United States exceeded the wage of the unskilled worker by 29.9
percent, but by the beginning of the 1980's the figure had risen to 32.4 per-
cent. As a result of inflation, the average real weekly wage (1967 = 100) of
the skilled worker decreased by 4.2 percent during that period, and that of
the unskilled worker decreased by 7.6 percent.




Throughout the period in question (1975-1984), colossal unemployment continued
to exist in the United States. According to official data, around 8 million
people a year on the average had no jobs, and they represented 8.2 percent of
the entire employed population (excluding servicemen). The lowest rate of
unemployment during that period, 6.1 percent, was recorded in 1979, and the
highest, 10.5 percent, was recorded in 1982.él

These figures, however, do not provide a complete picture of the actual scales
and implications of unemployment. In this connection, the MONTHLY LABOR
REVIEW reported the following: "In 1982, 26.5 million people were directly
affected by unemployment in some form--that is, 2.5 times as many people as
the official statistic." : '

American labor unions keep their own unemployment statistics. According to
their calculations, each head of household who loses a job has a family with
“an average of 3.5 members. 3 Consequently, in the same year of 1982 the
direct effects of the unemployment of 10.6 million people extended to more
than 37 million in all. ‘ -

Unemployment is one of the main causes of poverty. The scales of the latter
in the United States increased dramatically in the last few years. According
to official statistics, in 1983 this was the status of more than 35 million
peaple (24.5 million in 1978)24-—that is, almost 15 percent of the entire
employed population. Among complete families (husband, wife and children) in
which all able-bodied members have a job, the percentage of families with an
income below the official poverty level was only one-third as high in 1983 as
among families in which one or more people had no job (Table 2).

The statistics on unemployment and on wages attest to the development of
processes of social polarization within the U.S. working class and adjacent
strata. ’

We will take a look at the rates of unemployment for two categories of pro-
duction personnel--engineering and technical workers and unskilled workers——
that is, the groups on opposite ends of the scale in terms of skills. In
1975 the rate of unemployment among unskilled workers engaged in manual labor
was 4.9 times as high as among engineering and technical personnel (16.6 per-
cent as compared to 3.2 percent), but by 1984 the gap had increased to 7.1
times (18.6 percent and 2.6 percent).25 Furthermore, it was in 1975 that the
most severe cyclical crisis since World War II reached its lowest phase, and
at these times unskilled workers are known to be laid off.on a much broader
scale. As for 1984, it was a period of economic growth. This comparison
attests to fundamental and timeless phenomena: This is not a matter of fluc-
tuations in econmomic activity, but of the reduced demand for simple, untrained
manpower in present-day production.

Differences in the degrees of job security of complex and simple manpower can
also be revealed by a comparison of rates of unemployment among people with
different levels of education. According to official statistics, unemployment
. climbs as the level of education declines. Furthermore, and this is particu-
larly important from the standpoint of long-term processes, the gap is growing
for people between the ages of 25 and 64 (see Table 3).26




Table 2. Unemployment and the Economic Status of Families in 1983

(2)

Type of family : ) : 3 (&)
Complete families 74.9 4.3 13.2
Families with male head . :

of household 66.8 6.4 1.2
Families with female head

of household 61.5 17.0 44 .5
Single individuals 46.4 10.2 38.0

" Calculated according to data in MONTHLY LABOR REVIEW, December 1984, p 24.

Key:

1. Average monetary income of families .2. Percentage of families with
in which one or more members were income below poverty level in
unemployed during the year, in a total number of families of
percentage relationship to the the given category.
corresponding indicator for families 3. All members had jobs.
in which able-bodied members had 4., One or more members were
jobs. unemployed during the year.

Table 3

_Rate of unemployment, %
Level of education . 1970 1983 . Rise
Partial secondary 4,6 15.8 11.2
Complete secondary 2.9 10.0 7.1
1-3 years of college 2.8 7.3 4.5
4 or more years of college (university) 1.3 3.5 2.2

Another argument in support of the increasing job insecurity of workers
outside the sphere of the intensive incorporation of the latest organiza-
tional and technological systems is the potential threat of unemployment.
The danger of becoming one of the "permanently" or chronically unemployed is
a much more serious problem for workers in the "old" traditional sectors.
Whereas only the rate of increase in the total number of workers declined in
recent years in high-technology industries, in the "old" sectors there was
not only an absolute decrease in the number of workers but also the elimina-
tion of certain jobs. According to the calculations of progressive American
economists, for example, in 1983 and 1984 less than a fourth of the workers
who had lost their jobs in the last 2 years in civil construction, general
machine building, metallurgy, metalware production and the extractive industry
were able in time to find jobs in the same fields.27




Labor Unions Experience Serious Difficulties

Two conflicting tendencies in the development of the American labor movement
became apparent at the turn of the decade. One was the noticeably weaker
position of many labor unions, including some of the leaders. This negative
tendency for the workers was reflected in the reducéed membership of unionms,
their acceptance of monopoly demands during collective bargaining and the
somewhat restrained nature of strikes. The other tendency reflected the
lengthy objective process of the consolidation of the class efforts of the
laboring public and its growing determination to fight for the substantial
improvement of working and living conditions. In general, the two tendencies
bear the imprint of the changes in the social base of the labor movement due
to the polarization of political awareness among hired workers.

Just during the years of Ronald Reagan's presidency, the number of union mem-
bers has decreased by 14 percent, from 20.1 million to 17.3 million, and now
represents only 19 percent of the entire hired labor force (for the sake of
comparison, 35 percent of all workers were members of unions in 1954) .28 The
main reasons for this unfavorable development for the laboring public were
the following.

First of all, there is the relatively high increase in employment in sectors
traditionally distinguished by a low level of union organizatiom. For
example, in the constantly growing (numerically) service sphere, where around
75 percent of all employed persons, according to some estimates, will be
concentrated by 1990, only 1 out of every 10 workers now belongs to a union.
Secondly, there is the rapid growth of employment in the geographic regions
where unions have always been less active and employers have taken advantage
of the lack of worker unity; in Florida and Texas, for example, the level of
organization does not exceed 12 percent (for the sake of comparison, 1t is
35-40 percent in New York, Michigan, Pennsylvania and West Virglnla)
Thirdly, there is the negative effect of the growing scales of part-time
employment, which was the status of almost one-fourth of all hired workers
in January 1985 (including 0.8 percent working l1-4 hours a week, 4.5 percent
working 5-14 hours, 12.3 percent working 15-29 hours and 6.8 percent working
30-34 hours).30 1In 1984 alone, the total wages paid to part-time workers
(who usually do not belong to unions) rose 33 percent and exceeded 6 billion
dollars.31

There is an equally complex group of reasoms for the tactic of giving in

to monopoly demands with regard to wages and working conditions, a tactic
some labor unions have had to employ during collective bargaining. Since
1981, when the air traffic controllers' union was crushed with the direct
participation of Ronald Reagan, the federal administration and--with its
active support--the big monopolies have been conducting a coordinated and
powerful campaign against the unions. According to AFL-CIO data, around

95 percent of all employers are completely opposed to the joining of labor
unions by their workers and 75 percent maintain special staffs of so-called
labor relations consultants, who are paid close to 100 million dollars a year
for anti-union recommendatlons.32 Union activists are constantly being laid
off. The monopolies not only invent all sorts of ways of preventing unions
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from exercising their legally secured right to conclude collective contracts’
but are also sabotaging the fulfillment of these agreements after they have
been concluded.

Conflicting tendencies are also characteristic of the strike movement. The
last decade was marked by the decline of almost all of its statistical
parameters.

Average annual indicators of the number of strikes, the  number of strikers
and the number of strike days recorded in official statistics (which, inci-
dentally, misrepresent the actual status of the class struggle to a consid-
erable extent) were 52.9 percent, 39.5 percent and 32.1 percent lower
respectively during the second 5 years of this period than during the first
(Table 4). A

Table 4. Strike Movement in the United States

Number of Thousands of Days on strike,
Years strikes __strikers thousands
1975 ' 235 965 ‘ 17,563
1976 231 1,519 : 23,962
1977 : 298 . 1,212 21,258
1978 ' 219 1,006 23,775
1979 . A 235 - 1,021 20,409
Average for 5-year period ' 244 . 1,145 21,393.4
1980 187 795 20,844
1981 ' 145 729 16,908
1982 , ' 96 656 9,061
1983 81 909 17,461
1984 : 64 376 - 8,352
Average for 5-year period 115 693 14,525.2

Only economic strikes with over a thousand strikers are included in these
calculations. - ’

Calculated according to data in MONTHLY LABOR REVIEW, March 1985, p 95.

In spite of all of the current difficulties impeding the further development
of the union movement in the United States, however, the working class is
still accumulating militant potential for the repulsion of the united forces
of the monopolies and the bourgeois government. The great importance of labor
unions in the socioeconomic and political life of American society, won as a
result of a long and hard struggle, is irreversible.

0f course, one of the most important functions of the labor movement in the
capitalist society is the protection of the interests of hired workers, the
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improvement of their working and living conditions and, at the present time,
the opposition of the efforts of ruling circles to transfer most of the
burden of the organizational and technological changes to their shoulders.

At the same time, the class struggle objectively represents a powerful factor
promoting the further improvement of capitalist production. Labor unions are
more and more likely to approach the collective bargaining table with construc-
tive proposals for the resolution of employment problems, inflation and other
. acute problems engendered by cyclical economic difficulties or structural and
technological changes in the economy. The practice of accusing the labor
movement of supposedly trying to deter scientific and technical progress and
stop economic development is groundless. Statements about the "crisis of

the collective bargaining system'" and about '"the destructive effects of
strikes on the economy" are equally groundless.

It is precisely during the collective bargaining process that labor unions
often surmount the resistance of employers and include statements in these
contracts which are important from the standpoint of economic development
because they promote the eventual renewal, even if only temporary, of the
normal functioning of the process of manpower reproduction. These include
the retraining of workers in connection with the incorporation of new tech-
nology, the creation of favorable conditions during the transfer of blue-
and white~-collar workers from one enterprise to another, the payment of
additional unemployment compensation during periods of temporary layoffs and
many others. : :

The estimates of the damages that strikes supposedly inflict on the national
economy are equally exaggerated. Despite the fact that strikes (and fre-~
quently just the threat of a strike) are still the main instrument for the
protection of worker interests, losses of work time as a result of labor
union strikes are actually calculated only in tenths of a percent of total
work time (Table 5)..

Table 5. Losses of Work Time Due to Strikes

Year Days on strike in relation to total work time, 7
1975 0.9
1976 0.12
1977 0.10
1978 0.11
1979 0.9
Average for 1975-1979 0.43
1980 0.9
1981 0.7
1982 0.4
1983 0.8
1984 0.3
0.62

Average for 1980-1984 -

Calculated according to data in MONTHLY LABOR REVIEW, March 1985, p 95.
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Sectorial or nationwide class demomstrations by workers are usually blamed
for sizeable reductions in the total number of man-days worked. But these
are certainly not motivated by the evil whims (or egotism) of the strikers
themselves, as bourgeois propaganda maintains. The workers have to protect
their fundamental socioeconomic interests. The protracted nature of some
strikes (for example, the strike of the workers of the Phelps Dodge copper
corporation, which began on 1 July 1983 and is still going on, the 6-month
strike of the workers of the Caterpillar tractor company in 1983 and the two
47-day strikes that same year by the workers of the Greyhound bus company and
the employees of medical establishments in New York) is completely due to the
arbitrary behavior of the monopolies themselves, which are striving not to
satisfy the just demands of workers and are also hoping to undermine the
influence of labor unioms.

As we can see, many complex sociopolitical developments in American society
are due largely to the development of production and the change in productive
forces. During the current phase of the technological revolution, now that
virtually the entire economy has been affected by the radical organizational
and technological reconstruction, conditions are right for the formation of
qualitatively new segments of the hired labor force. The workers making up
these segments and representing complex manpower were put in a relatively
favorable economic position for some time by objective factors. Under the
influence of bourgeois propaganda, they have taken a separate stand on some
issues, and this will certainly affect the status and development of the
labor movement.

It is no coincidence that progressive forces in the United States want to
make a more vigorous effort to raise the proletarian consciousness of work-
ers in automated production. In this way, they hope to strengthen and
considerably expand the, social base of the anti-monopolist struggle.

FOOTNOTES

1. Calculated according to data in HANDBOOK OF BASIC ECONOMIC STATISTICS,
January 1985, pp 16-17.

2. TIbid., 24-25.

3. Calculated according to data in "Handbook of Labor Statistics," Wash.,
‘ 1980, pp 141-142. :

4, Calculated according to data in MONTHLY LABOR REVIEW, March 1984, p 47.
This is not alleviating the employment crisis in the United States
because even a higher education is not a reliable guarantee of job
security. In this case, there are two reasons for unemployment: the
relative decline in the total demand for manpower and the rise of employ-
ment in the service sphere, where most of the new workers in the next
decade will be, according to official estimates, trade personnel, secre-
taries and other junior technical persomnel. In other words, MONTHLY
LABOR REVIEW reported, "many college graduates will be unable to find

13




10.

11.

12.

13.

jobs corresponding to their level of education--that is, the situation
which has prevailed in our country in the past will continue to exist"
(ibid., p 48). : -

Calculated according to data in EMPLOYMENT AND EARNINGS, November 1976,
p 34; December 1984, p 27.

Calculated according to data'in‘HANDBOOK'OF BASIC ECONOMIC STATISTICS,
January 1985, pp 16-61. )

Ibid., pp 24-32. Despite the higher rates of increase in employment in
high-technology industries, their development in the future will not
alleviate the unemployment problem in the country to any great extent,
partially due to the fact that the leaders among these industries are
increasingly inclined to use the same so-called labor-saving equipment
that they are producing. According to the U.S. Bureau of Labor Statis-
tics, around 23.4 million-28.6 million new jobs will be created in the
country between 1982 and 1995. Only 1 million-4.6 million of these jobs,
or only 4-16.1 percent, will be created in the high-technology indus-
tries (MONTHLY LABOR REVIEW, November 1983, p 54).

A new term, "gold-collar workers," has even been used in American scien-
tific literature in recent years to define this group of hired workers.
R. Kelly, the author of the book "Gold-Collar Workers," includes "know- -
ledge workers" in this category. According to his estimates, they will
already represent at least 60 percent of the entire U.S. labor force by
1990. Kelly writes that in contrast to earlier generations of workers,
who were inclined to be "obedient and submissive,' the "gold-collar
workers" will "not tolerate boredom" and want "interesting jobs and
group emotional relationships meeting their specifications.” This means
that they require different, primarily "psychological and social work
incentives." The "gold-collar workers" will not tolerate the "under-
utilization of their capabilities or excessive supervision,” they prefer
"self-supervision" and regard the "issuance of orders as an insult"
(quoted in FORTUNE, 24 June 1985, pp 101-102).

MONTHLY LABOR REVIEW, March 1984, p 29.

Calculated according to data in EMPLOYMENT AND EARNINGS, December 1984,
P 79; MONTHLY LABOR REVIEW, December 1984, p 72.

"Statistical Abstract of the United States, 1982-83," Wash., 1982, p 401.
Calculated according to data in ECONOMIC NOTES, June 1984, p 5.

"OECD. Tax/Benefit Position of a Typical Worker in OECD Member Countries,"
Paris, 1982, p 13. 1In this case, disposable income is calculated for a
family with two children and one bread-winner and represents the total
monetary income of the latter plus monetary payments for various govern-
ment assistance programs and minus income tax and sccial security
deductions.
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14. ECONOMIC NOTES, February 1983, p 9.

15. Families in which the husband, wife or other head of household was self-
employed were not included in the calculations. Calculated according
to data in "Statistical Abstract of the United States 1982-83," p 404;
EMPLOYMENT AND EARNINGS, December 1984, p 6.

16. Calculated according to data in "Statistical Abstract of the United
States, 1982-83," p 386; EMPLOYMENT AND EARNINGS, December 1984, p 6.
"Double employment" in the United States is mainly a result of economic

need. In 1975, 55.1 percent of white male workers had more than one
job precisely for this reason, but by 1980 the indicator had risen to
57.2 percent ("Statistical Abstract of the United States, 1981," Wash.
1981, p 386).
17. MONTHLY LABOR REVIEW, March 1985, p 8.

18. Calculated according to data in HANDBOOK OF BASIC ECONOMIC STATISTICS,
January 1985, pp 31, 48, 52, 56.
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\
ROLE OF U.S. IN INTERNATIONAL MONETARY REFORM DISCUSSED

Moscow SSHA: EKONOMIKA, POLITIKA, IDEOLOGIYA in Russian No 12, Dec 85
(signed to press 18 Nov 85) pp 15-25 ‘

[Article by S. V. Gorbunov: 'The United States and the Plans for Inter-
national Monetary Reform"]

[Text] The latest serious aggravation of the currency and financial situation
in the capitalist world in the first half of the 1980's again aroused strong
feelings in favor of the fundamental reform of the international currency
system. The more than 10 years since the complete collapse of the Bretton
Woods monetary mechanism graphically demonstrated the futility of purely mar-
ket methods of influencing the accounting and payment transactions of capi-
talist countries and led to an active search for new and more effective

forms of state regulation in this most important sphere of the world capital-
ist economy, forms corresponding to present conditions.

Prerequisites for Reform

In the past 10-15 years the currency and financial relations of capitalist
countries and the nature of their state regulation have undergone significant
qualitative changes. As we know, the Bretton Woods monetary agreement of
1944 established certain "rules of behavior" for states in the sphere of
currency and financial transactions. Their purpose was to maintain par cur-
rency values in relation to the dollar under the conditions of the free con-
vertibility of currencies in current transactions (operations in foreign
trade, insurance, freight, tourism, etc.). In the event of temporary
balance-of-payments deficits, states took different measures to regulate
demand for the quickest possible correction of the discrepancy between
receipts and payments.

This kind of currency system presupposed the existence of economic parity
between countries, a leading role for state organs in the regulation of
currency operations and, above all, strict control over the movement of
capital (to the point of various direct restrictions) and over currency tran-
sactions not directly connected with foreign trade. The emphasis was on the
regulation of current items in the balance of payments for the purpose of
equalizing them. The main means of financing imbalances in current transac-
tions were official gold-currency reserves, short-term intergovernmental
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credits and IMF resources. Foreign bank credit did not account for more than
15-17 percent of balance-of-payments financing.l '

The increasing inequality of the payment positions of capitalist and develop-
ing countries, the dollar's loss of strength and the intensified intermational-
jzation of economic affairs, particularly the development of the international
capital market, gave rise to the need for radical changes in the currency '
"system. These changes first took the form of the suspension of the conver-
tibility of the dollar into gold in August 1971 and the widespread "floating"
of currencies--that is, the fluctuation of the exchange rates of the main
currencies, which is still the basis of the currency relations of capitalist
states.

There has been a simultaneous unprecedented increase in the percentage of
financial resources transferred from one country to another without any kind
of connection with foreign trade tranmsactions. According to some estimates,
these operations now account for up to 90 percent of the international
accounts of developed capitalist countries, as compared to 10 percent in

the 1940's and 1950's.2 Furthermore, they are less and less subject to the
direct comtrol of currency authorities.

This is connected with the perceptibly greater importance of the export of
capital in international economic relations. Long~-term direct and portfolio
investments and intergovernmental loans now play a less important role than
international bank credit in the transfers of financial resources between
countries. Whereas in 1973 new international bank credits totaled 33 billion
dollars, in 1984 the figure was 126 billion. During the same period the
volume of the Eurocurrency market--the international capital market--increased
from 315 billion dollars to 2.15 trillion. International banks operating
under the conditions of floating exchange rates and virtually not subject to
the control of central banks are becoming ome of the leading forces in the
international currency system.

The weak points of the state-monopolist regulation of currency relations,
based on direct intervention by the state in current international payments,
gradually became obvious. Furthermore, the 1970's can be described not only
as the period of the collapse of a specific regulation system, but also as a
period of crisis in the machinery of the state-monopolist regulation of inter-
national economic relations. The capitalist states were unable to quickly
institute new methods, corresponding to new conditioms, of influencing inter-
national economic relations. This led to an unprecedented level of spontane-
ous market activity, which became the main regulator of economic transactions
between countries, with all of the ensuing negative consequences.

The new IMF Articles of Agreement, which went into effect on 1 April 1978,
were confined to the declaration of the existing state of affairs. Legalizing
the changes in the currency sphere, especially the floating exchange rates,
they gave countries greater freedom in currency policymaking and did not
impose any kind of rigid restrictions on them. The United States was the
main champion of this approach to monetary issues. By the middle of the
1960's it was no longer satisfied with the commitments it had assumed by the
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terms of the Bretton Woods agreement. Above all, this applied to the need to
exchange dollars for gold at the official price. The cessation of this
exchange aided in excluding gold from the sphere of international payments

and eliminated the American currency's chief rival. The capitalist world
began to depend to a considerable extent on the dollar and, consequently, on
the actions of American banks and on the policies of the American administra-
tion. Whereas the percentage of trade transactions in dollars did not display
any significant rise in the last 10 years, the proportion accounted for by the
dollar in financial operations, which developed much more quickly, increased
substantially and almost reached 90 percent. This was the reason for the

U.S. attempts to impose a "private'" currency system, free of any kind of
regulations and restrictions, on the world. -

The events of recent years, however, graphically demonstrated that although
reliance on the market had temporarily facilitated the functioning of the
currency system, it had also given rise to new contradictions. Accounting and
payment relations have ceased to be the buffer that sometimes alleviated
crisis-related processes in capitalist production. The currency and financial
sphere is now more and more likely to engender its own economic problems.
Spontaneous capitalist market factors give rise to abrupt fluctuations in
international financial flows, deform their structure and direction, engender
periodic convulsive slumps in crediting, inconsistent with the objective needs
-of world -economic development, and lead. to the: substantial and prolonged
misalignment of currency exchange rates. Whereas in the 1970's the regulation
of transfers of financial resources between countries was performed with
relative success on the private monopolist level, now there is an obvious need
for stronger government intervention in the operations of currency markets and
for more active international regulation of currency and financial relatioms.

The abrupt change in the patterns of international capital transfers in the
early 1980's was the immediate cause of the search for ways of stabilizing
the currency and financial system. Most of the free monetary resources
rushed into the United States, where real interest rates were higher than in
"the majority of other countries. The rising demand for the dollar, in turn,
led to a quite substantial and prolonged rise in the exchange rate of the
American currency, and this was one of the main reasons for the larger
deficit in the country's balance of trade and its balance of payments in
current transactions. The flow of fimancial resources into the United States
slowed down the economic growth of many developed capitalist countries, and
especially of the developing countries. The latter lost access to the financ-
ing they needed and were forced to become exporters of capital. This gravely
complicated their foreign debt problems, as a result of which the entire
international financial system became more vulnerable.

It was under these conditions that the need for international monetary

reform began to be actively discussed in the West. This general frame of
mind affected the American administration, which cannot completely ignore

the views of its allies. In particular, former Secretary of the Treasury

D. Regan admitted that the world economic situation would have been much more
stable if "currency exchange rates had not changed on the scales of the last
5 years. There is no clear idea, however, of how greater stability can be
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achieved.... I am not predicting a new Bretton Woods, but I do believe that
states should pay more attention to currency and financial issues."4 The
need to find ways of reorganizing international currency markets in connec-
tion with the excessive dollar exchange rate and the negative effects of this
factor on the normal operations of the world currency system was also acknow-
ledged by J. Baker, the present U.S. secretary of the treasury.5 However,
the United States is relying on its own financial strength and taking advan-
tage of the current international economic situation to solve currency and
financial problems at the expense of others and to gain unilateral advantages.
This is making the necessary search for means of currency cooperation diffi-
cult, if not impossible.

Three issues are now the focus of monetary reform. Above all, there is the
need to put the system of currency exchange rates in order, because their
constant chaotic fluctuation considerably complicates international economic
exchange and heightens disparities in the world capitalist economy. A
stronger role for government and intergovernmental bodies in the financing
of developing countries is equally important now that commercial banks are
unable to secure stable and predictable transfers of resources. In connec-
tion with this, there has been a revival of interest in increasing special
drawing rights (SDR) and expanding IMF credit operations. Finally, the
relatively normal functioning of the currency and financial system is now
impossible without the intergovernmental coordination of economic policies
and the establishment of the necessary institutional bases for this purpose,
presupposing, in addition to everything else, a definite change in the role
of the IMF. ' '

Currency Exchange Rate Mechanism

For most of the past decade the main capitalist states concentrated on their
domestic economic problems and paid little attention to the effects of their
policies on the currency and financial system, assuming that the latter would
automatically (primarily through changes in exchange rates) regulate all
imbalances. It is true that changes in currency exchange rates in the 1970's
reflected the relative evolution of prices, which did not give any country
substantial and protracted competitive advantages. For example, in spite of
considerable fluctuations in exchange rates during the 1973-1979 period, the
competitive potential of OECD countries in terms of prices displayed only a
25-percent change on the average. The dynamics and correlations of exchange
rates in the 1970's corresponded largely to changes in the relative purchas-
ing power of currencies.® Under these conditions, the monetary policy of
leading states was essentially confined to intervention in currency markets
for the purpose of alleviating chaotic short-term rate fluctuations.

As a result of the unprecedented rise in the value of the dollar in 1979,7
however, currency exchange rates have corresponded less and less to price
dynamics in individual countries. According to some estimates, at the begin-
ning of 1985 the exchange rate of the American dollar was 40-50 percent
higher than the rate of the leading West European currencies and 25 percent
higher than the rate of the Japanese yen.
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The capitalist world as a whole has been increasingly alarmed by the abrupt
fluctuations of the dollar exchange rate, which have, regardless of their
direction, disrupted the functioning of the world capitalist economy, have
made attempts at planning difficult and have had a negative effect on world
trade. '"The international monetary system needs radical reorganization,"
said one of the works on the conferences of the leaders of seven capitalist
countries. - "The floating exchange rates which have Been functioning since

1973 have not justified the hopes invested in them."

The achievement of more realistic and stable correlations between currencies
will require a multilaterally negotiated and coordinated approach to questions
of monetary policy and of economic policy in general. In particular, this

was the conclusion drawn by the authors of the abovementioned study. "In an
interdependent world," they believe, "no exchange rate system can eliminate
the need to_ take the policy of other countries into comsideration when making
one's own."l0 The main capitalist countries do not deny the importance of the
coordination of monetary policy in principle, but they have their own ideas
about its nature and basic forms. The greatest differences of opinion concern
the comparative effectiveness of government influence on currency exchange

-rates.

France is the chief advocate of more active intervention. It believes that
the institution of constantly coordinated intervention in currency markets

by leading states, especially the United States, will promote more stable
exchange rates. In turn, the obligation to keep the rate within certain
limits will force states to engage in the closer coordination of economic
policies. 1In the opinion of President F, Mitterand of France, the establish-
ment of better monetary interrelations will require, in particular, closer
and more realistic connections between the dollar, the EEC currencies and the
Japanese yen, with special limits on exchange rate fluctuation malntalned by
means of monetary interventiom.

As for the United States, it believes that this kind of intervention will be
necessary only in extreme cases to eliminate chaos in currency markets. It
denies the possibility of using these measures to influence longer-range
changes in exchange rates with credit and budgetary causes.

The United States believes that the closer coordination of the basic guide-

"lines of economic policy in the leading capitalist countries, especially

credit and budgetary matters, is the main factor in the stabilization of
exchange rates. Without this, a return to a more stable system of exchange
rates will be impossible. For this reason, the United States rejected

F. Mitterand's proposals, calling them premature. In principle, this view is
shared by many of the United States' allies, especially the FRG, Japan and
England. These countries, however, believe that this approach must be sup-
plemented with active and constant government operations in the purchase and
sale of currencies to regulate the movement of exchange rates--that is, mone-
tary intervention. France's point of view is completely supported by only a
few small West European states.

In view of the present development of currency markets, the long-term stabi-
lization of exchange rate correlations on a relatively realistic level can be
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achieved only as a result of coordinated influence on fundamental economic
factors. This presupposes collective efforts to equalize the basic guide-
lines of economic policy. This cdoperation, however, will depend largely on
the ability of the main capitalist countries to reach mutually acceptable
- compromises on many complex issues of vital importance to each state, issues
pertaining to the circulation of money, credit and finances, and this'is
highly unlikely. President K. Poehl of the FRG Bundesbank made an indicative
statement in this connection: "We need closer cooperation in the sphere of
economic policy. Saying this is easy. It is much harder to coordinate the
general goals of this cooperation and its content."1l

The United States regards cooperation as a means of encouraging its main part-
ners to accept the measures taken by the FRS and the American administration.
This approach stems from the distinctive features of the foreign economic
position of the United States in the first half of the 1980's and from its
ability to pursue its own economic policy for some time without any considera-
tion for the currency exchange rate and the balance of payments.

The United States actually wants to revive the dollar standard, but on a new
basis. In the past, the less substantial development of the foreign economic
sphere and, above all, of world financial markets required only intervention
by all countries besides the United States for the purpose+pf keeping the
exchange rates of their currencies within certain limits (-1 percent) in rela-
tion to the dollar. Now, however, the United States is recommending that its
partners give up their independence in the sphere of domestic economic policy
to restore the stability of exchange rates. If this plan should be accepted,
the FRS and the United States will have much more influence on the policies
of other countries regarding the issuance of currency, taxation, credit
regulation, etc. This is precisely how the United States sees the "new
Bretton Woods." .

Under the specific conditions of the first half of the 1980's, the United
States' main partners, especially the FRG and Japan, were advised to pursue
a policy of more active budgetary stimulation--that is, to increase their
already sizeable budget deficits. In the opinion of the American side, this
policy should lead to the growth of investments unconnected with exports,
which, in combination with a slight rise in interest rates, should cause
capital to flow back into these countries and bring about a corresponding
rise in the value of their currencies.

In response, the West European states and Japan have insisted that the United
States put its own finances in order, stating that the further limitation of
credit with the aim of raising interest rates or increasing budget deficits
will unavoidably cause substantial economic losses. With good reason, they
have pointed out the fact that the U.S. state budget deficit and the high
interest rates in the American market are the main causes of problems in the
monetary sphere.

Their arguments, however, have been nullified by the Reagan Administration's

total reluctance to take any kind of effective measures to put the inter-
national currency and financial situation in order and by Washington's attempts
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to transfer the burden of at least its partial normalization to the shoulders
of other states. In the opinion of the majority of experts, including
Americans, the announced U.S. program of budget deficit reduction by 297 bil-
lion dollars between 1985 and 1987 is not likely to lower interest rates
substantially. In particular, IMF experts believe that the reduction "will
be close to the minimum and will be inadequate without the institution of
additional measures.'12

For economic and political reasons, the United States canmot completely ignore
the views of its partners. It has to engage in maneuvers and agree to certain
compromises. This approach is also dictated by the increasing worries in the
United States itself about the: future of the dollar, which is gradually losing
its firm foundation in comnection with the American economy's constantly
growing dependence on foreign sources of financing. In the words of FRS
Chairman P. Volcker, "the stability of the dollar will depend more and more

on events abroad."l3 The deficit in the U.S. balance of trade and American
industry's loss of competitive potential in world markets, largely due to the
high exchange rate of the dollar, have been increasingly acute problems for
the United States. Under these conditions, it has displayed a willingness to
discuss monetary reform and practice limited monetary intervention in the
event that all actions in the monetary sphere be based on the coordination of
the economic policies of leading capitalist countries, which was reaffirmed

at the June 1985 conference of the economic and finance ministers of the
"Group of 10." ' '

The United States displayed a similar approach at the special meeting of the
finance ministers and central bank governors of France, the FRG, Japan, Great
Britain and the United States on 22 September 1985 in New York. It was con-
vened because the ominous growth of foreign trade imbalances among the main
capitalist countries had further exacerbated monetary conflicts. By threaten-
ing to impose import restrictions, the United States won the consent of its
allies, especially the FRG and Japan, to stimulate economic activity primar-
ily with the aid of budgetary and monetary leverage. For its part, the United
States merely promised to continue carrying out the abovementioned budget
deficit reduction program--that is, it did not take on any additiona
commitments. '

It is therefore not surprising that the possibility of making the transition
to a more stable system of currency exchange rates is viewed in the West with
a large dose of skepticism.

Special Drawing Rights

In accordance with the revised IMF Articles of Agreement, special drawing
rights (SDR's) should become the "main reserve asset of the international
currency system" in the future.14 Recent years, however, have demonstrated
the lack of objective bases for rapid advancement in this direction. The
percentage of SDR's in the monetary system has remained virtually the same.
Whereas in 1981 they represented 6.5 gercent of all currancy reserves, in
March 1984 the figure was 6 percent.l Now the total amount of SDR's issued
by the fund is equivalent to 21.7 billion. Their use is essentially limited
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to IMF operations with the governments of member countries and operations
between the latter. Just as in the past, the SDR's are only a supplement,
and an insignificant one, to currency reserves. National currencies,
especially the American dollar, are still the main accounting, payment and
resetve medium.

The gradual modification of these units to make them more appealing to holders
(the reduction of the number of currencies determining the value of SDR's

from 16 to 5, the rise in interest rates to 100 percent of the average rate

on short-term loans in the financial markets of the United States, the FRG,
England, Japan and France and the cancellation of all restrictions on the use
of SDR's by the governments of IMF members) has not perceptibly expanded their
use yet. The substantial augmentation of the role of SDR's does not corres-
pond to the objective situation in the contemporary capitalist monetary system.
Their transformation into the main reserve asset of the currency system and
the corresponding transformation of the IMF into the central world bank are
unlikely to occur in the near future, if at all,

All of this, however, does not exclude the possibility of this unit's more
active participation in the formation of currency reserves, which has been
traditionally advocated by developing countries. They favor not only an
increase in the volume of SDR's but also a change in the system of their _
distribution, which should, in their opinion, not be made proportional to the
quotas of IMF countries but should be based on their need for liquid resources.
In other words, the developing countries want to ihcrease the redistributive
function of SDR's and turn them into a source of financial assistance on
relatively preferential terms. '

The demands of the developing countries, however, have been resisted by the
West, headed by the United States, which takes a negative view of any sub=-
stantial increase in the volume of SDR's even within the framework of the
existing system of their allocation proportionate to quotas. As a result,
the volume has remained the same since January 1981.

At the same time, the upheavals in the currency and financial sphere and,
above all, the debt crisis have forced some capitalist countries to take a
new look at the possibility of issuing more of these international units.

In particular, during talks on monetary reform within the "Group of 10,”
France proposed the distribution of new SDR's to the developing countries
suffering most from the reduction of bank credit. In its opinion, the aug-
mentation of the currency reserves of these states will increase their sol-
vency, which will provide them with new bank funds and thereby alleviate the
indebtedness situation to some degree and will contribute to the greater
stability of the monetary system as a whole. This point of view was supported
by Belgium and Italy.

Above all, this proposal signifies an acknowledgement of the private sector's
inability to secure the necessary financing for developing countries.

Besides this, it represents an attempt to change the existing unfair mecha-
nism of SDR issuance. The allocation of SDR's proportionate to IMF quotas
actually signifies the highest increase in their volume for the main
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capitalist states, which need this least. The share of the developing
countries is quite insignificant, on the other hand, and did not exceed
19 percent at the beginning of 1983,

The French initiative was opposed by many members of the "Group of 10."
England, the FRG and Japan, for example, felt that an increase in SDR volume
would have inflationary consequences in the capitalist economy. The most
inflexible stand was taken by the American administration, which feels that -
the volume of bank credit is now completely adequate and that only the inter-
national capital market can distribute resources among countries effectively.
The White House blames the reduction in credit for many developing states
solely on their "incorrect" domestic economic policy. Financing in the form
of new SDR allocatioms will, in its opinion, only delay the economic reforms
needed in these countries for the restoration of solvency.

Belgium's compromise proposal regarding so-called "standby" SDR's did not

win the approval of the United States either. In line with this proposal,
the use of SDR's by any country would depend on its acceptance of an IMF
economic program. In other words, the United States is making another effort
to dictate its own terms to developing countries dependent on American bank-
ing monopolies, and this could inhibit the augmentation of the IMF's role in
international financing.

The Role of the International Monetary Fund

The objective need to strengthen the intermational regulation of currency
relations is augmenting the role of the IMF, which has been increasingly
active in coordinating changes in the economic policy of individual states
and in the activity of the private sector. What is more, the United States
is trying to use this process in its own interests. On the one hand, it is
making every effort to prevent the fund from becoming more independent and
its activity from becoming more democratic and, on the other, it is trying to
use this organization for stronger control over developing states receiving
IMF credit and over the activities of the main capitalist countries.

By making the coordination of economic policy the central aspect of inter-
national monetary reform, the United States would like to turn the fund into
an organization issuing compulsory recommendations to its members. Questions
of international financing, on the contrary, should be, in Washington's
opinion, the responsibility of the private sector--that is, primarily of
American banks.

At the insistence of the United States, the amended Articles of Agreement of
the fund included a statement on the right to oversee the policy of member
countries in the sphere of currency exchange rates. It is exercised in the
form of annual consultations with these countries and recommendations with
regard to their policies, although these are not binding. The IMF is only
able to pressure a country when the latter makes a request for credit, but
since 1979 the developed capitalist countries have virtually had no need for
the resources of the fund.
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In an attempt to increase IMF influence on developed capitalist countries,
Washington is trying to heighten the significance of its recommendations

(in particular, by proposing that the annual consultations of member states
with the fund directors be conducted on the level of finance ministers) and
to extend its supervision to the main aspects of the domestic economic
policies of these countries, especially the "Group of 10." It must be said
that the IMF has already had some experience in this kind of activity. This
is the so-called multilateral supervision consisting in the analysis of the
scales and nature of the effects of the policies of leading capitalist
countries on the world capitalist economy as a whole. The main form of
multilateral supervision is the discussion of a report on the state of the
world economy by the executive directors and interim committee of the fund.
The report is prepared by its staff twice a year. These measures are now to
be  supplemented by as many private multilateral consultations as possible’
on specific questions pertaining to the credit and fiscal policies of the
main capitalist countries and to problems in international trade and the
movement of capital, with the subsequent widespread publication of relevant
reports. :

In recent years the IMF has concentrated more and more on the analysis of
medium~ and long-range tendencies in the domestic and foreign economic
policies of leading countries and on ways of balancing their policies to
improve the functioning of international currency markets. This could turn
the IMF into the most important element of international state-monopolist
regulation, into something like a center for the coordination of economic
.strategy throughout the world capitalist economy.

To date, the fund's recommendations have frequently been ignored by its
members and usually remain on the level of good intentions. Above all, this
applies to the United States, which views the oversight process as a "one-
way street.”" It must be said that the United States' chief allies do not
object to the expansion of IMF supervision in principle, hoping that this
will allow them to exert more influence on the American administration and
the FRS board and will facilitate the conclusion of mutually acceptable
agreements on matters of economic policy. '

The IMF staff is pursuing this aim. It is striving to reconcile the posi-
tions of the main capitalist states and to convince them, especially the
United States, to agree to certain compromises. For example, in a report on
the state of the world economy submitted to the Interim Committee in April
1985, the fund again recommended the reduction of the U.S. budget deficit and
a considerable lower dollar exchange rate. Fund experts also disagreed with
Washington's opinion regarding the need for the more intense stimulation of
commercial activity in the West European states. The report stressed that
"the economic policy conducted to date by the majority of countries is quite
intelligent and is beginning to produce results” and, consequently, "there is
no reason to make changes in the budget and credit policies of the West

. European states and Japan." :

The United States is not happy with this approach to the issue of supervision
because it does not wish to be bound by any kind of specific commitments.
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"The monetary policy of the United States," the WALL STREET JOURNAL commented
in this comnection, '"has long been the target of criticism by the most diverse
organizations...without any 9erceptible results. Why then should IMF super-
vision be more successful?"l’/ The United States' obvious desire to use this
international organization to exert additional pressure on its partner-
rivals has caused them to take a cautious approach to the plans to strengthen
the IMF. 1In particular, the FRG Government unequivocally asserted that "the
role of the IMF should comsist primarily in coordinating and advisory func-
tions. National governments should retain real control over economic pol-
icy."18 Therefore, the constant disagreements between the leading capital-
ist countries have kept the ambitious plans for the organization of an
effective supranational coordinating mechanism within the IMF framework from
rising above the level of good intentions.

Equally acute conflicts between the United States and the developing countries
have been engendered by questions of IMF credit policy. The need to correct
glaring imbalances in international payments since the middle of the 1970's
has caused the fund to revise some of the quantitative and qualitative aspects
of this policy.

Credit is now extended for longer periods and in a greater variety of forms
and the volume of allowable drawings in relation to quotas has been increased
substantially. For example, in line with a resolution passed in March 1981,
a country can annually apply for credit in the amount of 150 percent of its
quota and, correspondingly, 450 percent over a 3-year period. In all, fund
members are allowed to make use of various types of IMF resources within the
limits of a sum not exceeding 600 percent of the quota.19

These changes in fund policy perceptibly augmented its volume of credit
operations. Whereas in 1978 it extended loans totaling 2.6 billion dollars,
the figure in 1984 was 10.7 billion.%? At the end of April 1984 the IMF

had 35 credit agreements with fund members for a total sum of 19.5 billion
dollars, 9.8 billion of which had not been received by borrowers yet.21 Its
share of the balance~of-payments financing of developing countries was

18 percent in 1983, as compared to 3-4 percent throughout most of the 1970's.

The events of recent years have demonstrated that the IMF administrators and
the main capitalist countries, especially the United States, regarded the
slight liberalization of crediting as a temporary deviation dictated by the
specific conditions of the 1970's. - Fund policy became stricter in the first
half of the current decade. This took the form of a much higher percentage
of credit accompanied by terms regarding economic policy. For example,
whereas in the second half of the 1970's the credit omn stricter terms did

not exceed 40 percent of the total, between 1981 and 1984 it rose to 77 per-
cent on the average.22 In other words, the acquisition of most IMF resources
requires developing countries to make painful and not always justified changes
in their economies. Furthermore, the United States is now insisting on the
reduction of IMF crediting for the purpose of accelerating these changes.

The U.S. position stems mainly from the new possibility of exerting pressure
on developing countries through the IMF even without any substantial use of
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its resources. This was primarily ‘a result of the critical indebtedness of
young states, as a result of which private banks have sharply reduced the
new funds available to them. Whereas in 1981 the new credit extended to
developing countries not belonging to OPEC amounted to around 32 billion dol-
lars, in 1984 the figure was 19 billion. 3 ‘

The reduced crediting of the majority of debtors by private banks has aug-
mented the role of the fund. One of the most renowned American experts on
_currency and finance, M. Moffitt, remarked that "the global debt crisis has
breathed new life into the IMF."24 Now private banks are more likely to
agree to the revision of the payment schedules of old debts and to the -
extension of new credit only after the debtor country has concluded an
agreement with the IMF on a strict economic "stabilization program.”"

In this way, the reinforcement of the fund's supervisory functions has been
accompanied by the relatively diminished ability of young states to obtain
financial resources from it. In particular, at the annual session of the
organization in September 1984, the United States imsisted, with no regard
for the objections of developing states and many developed capitalist states,
on the adoption of a decision to reduce the annual credit limit to 95 percent
of the quota. The credit limit for the 3-year period would be lowered
accordingly to 280 percent. ‘

This is occurring in spite of the recently disclosed shortcomings of private
forms of international financing due to their instability, which has put the
issue of heightened participation in this process by government resources
squarely on the agenda. But the United States needs "reliance on the market"
to spread its influence. throughout the developing countries and the world
capitalist economy as a whole. It regards an increase in the relatively
stable and predictable financial flows on the intergovernmental level and
through the channel of international organizations as a loss of control over
the mechanism of international financing and as a threat to the interests of
its industrial and banking monopolies.

Under U.S. pressure, international financial markets are still largely under
the control of spontaneous market forces.
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CLOSENING OF TIES BETWEEN U.S,, ITALY DECRIED

Moscow SSHA: EKONOMIKA, POLITIKA, IDEOLOGIYA in Russian No 12, Dec 85
(signed to press 18 Nov 85) pp 26-37 -

[Article by A. N. Vinogradovﬁ "Ttaly in Washington's Plans"]

[Text] In terms of volume, content and diversity of interrelations, the
United States has long been the leader in Italy's alliances with the leading
capitalist states. The Italian leaders, who essentially support the Reagan
Administration's overtly aggressive and belligerent militarist line in
international affairs, have nevertheless not concealed their growing worries
about the aggravation of the international situation and have tried to avoid
any kind of major changes in their mutually beneficial cooperation with the
Soviet Union and the European socialist countries. This has given rise to
perceptible ambiguity and contradictions in Italian foreign policy in general
and in its main element, which is still its dominant feature——the close
alliance with the United States and "Atlantic solidarity.”

A few words should also be said about the significant evolution of Italo-
American bilateral relations in the 1960's and 1970's. It was a complicated
and frequently ambiguous process. It was largely the result of cardinal
changes in the balance of power between East and West on the international
scene and of the birth of centrifugal tendencies within NATO. The earlier
unconditional agreement with Washington and obsequious support of almost all
of its actions, which were so typical of the period from the late 1940's to
the early 1960's, gradually gave way to Italy's display of comparative
independence and self-sufficiency in international relations. In essence,

" we could say that a long-overdue balance in U.S.~-Italian relations was engen-
dered in the mid-1960's by the radical revision of the entire range of Italo-
American contacts. The process of "reassessment' and "reorganization" was
begun by the Kennedy Administration. The Johnson Administration continued to
adhere to this "new policy line," correcting it in certain ways, and under

R. Nixon and G. Ford (1968-1976) the "Washington-Rome axis" had already
essentially acquired its present appearance. Its distinctive feature was the
complete release of Italy from its previous unenviable role as errand-boy and
second-grade vassal and its promotion to the status of one of the United
States' solid partners in the worldwide capitalist system. 0ld habits,
however, are hard to break: In its behavior, America sometimes reverts to
its earlier undivided. imperious rule in the Apennines. This is reflected in
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stubborn attempts to prevent the successful development of Italy's political
and commercial cooperation with the USSR, in the obvious desire to motivate
Italy to take a more active part in the intensification of NATO military
preparations and in the unconcealed interference in Italian domestic politics
on the side of rightwing bourgeois parties with simultaneous categorical
warnings against possible PCI [Italian Communlst Party] participation in
government in any form whatsoever. : :

The United States has a broad network of military bases, experimental testing
and training camps, firing ranges and depots in Italy-~58 military installa-
" tions in all.l There are more than 15,000 American servicemen here.2 The
planes of the U.S. Air Force regularly use the airports in Pisa, Ghedi,
Aviano, Catania, Rimini and Gioia del Colle, and the largest NATO air bases
in Europe and nuclear ammunition depots are located in Sigonella (Sicily),
Vicenza (Veneto) and Capo di Chino (near Naples). One of the biggest ports
in Europe, Naples, is the headquarters of the allied commander of NATO forces
in Southern Europe and the main base of the American Sixth Fleet along with
the cities of Taranto, Palermo and Livorno (the latter is the home of the
NATO naval academy). The allied command of the North Atlantic bloc's naval
aviation in the Mediterannean, created in November 1968, is located in
Bagnoli (near Naples). The Port of Gaeta became the base of the flagship of
the Sixth Fleet at the end of the 1960's. American military bases are located
in the northeast, in the cities of Longara, Vicenza, Portogruaro, Codogno,
Oderzo, Bovolone and Zelo, and the island of Sardinia has long performed the
functions of an "unsinkable aircraft carrier" in the NATO system: American
NATO bases are located in Perdasdefogu.and Decimomannu, and ships of the
Sixth Fleet frequently cruise the waters of Capo Teulada, where they have
permanent moorings. The U.S. Marines (some '"rapid deployment force'" sub-
units) regularly undergo training exercises in Golfo delli Aranci. Isola
Maddalena (north of Sardinia) is not only a base of the Sixth Fleet but also
a permanent port of hail for a division of American nuclear submarines
equipped with Trident missiles and the site of the floating base of the Sixth
Fleet's submarine forces--the "Gilmer" and the "Orion'" alternately.

The deployment of the first group of American land-based cruise missiles
with a range of 2,600 kilometers began in Comiso (Sicily) in December 1983
and is now progressing at full speed. In March 1985 they numbered 32 (in
all, 112 missiles are to be deployed by 1988). According to the estimates of
American General B. Rogers, supreme allied commander of NATO forces in
Europe, "Italy represents the basis of our (that is, NATO's--A. V.) entire
military system in Southern Europe and in the Mediterranean."

In recent years Italian ruling circles have repeatedly underscored the immut-
ability of their NATO military and political commitments and have insisted on
the maintenance of the American military presence in Europe. Italy has regu-
larly increased its military budget in response to the Pentagon's persistent
demands: It was 5.78 trillion lire in 1980,% 7.7 trillion in 1981,5 over
10,149 trillion in 1982,6 12.6 trilliom in 1983 7 15.1 trillion in 1984, 8

and 16.38 trillion in 1985.9

The economic factor plays an important and complex role in American-Italian
relations. Since the middle of the 1960's the United States has steadily
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ranked third among Italy's foreign trade partners after the FRG and France.
In 1984 there was a 46.l-percent increase in Italian exports to the United
States and a 12-percent increase in Italian imports from the United States.
In 1984 there were 576 American firms and 1,048 subsidiaries of U.S. firms

in Italy--that is, around 40 percent of all foreign cpmpanies,ll which pro-
duced 6 percent of the gross national product, accounted for 6 percent of
Italian exports and employed 200,000 blue- and white-collar workers.1l2 At the
beginning of 1984 American direct capital investments_ in Italy totaled around
5 billion dollars--that is, 20 percent of all foreign investments in this
country.13 American capital owns 16 of the 25 largest affiliates of TNC's

in the Apennines, and the American side is continuing to penetrate such key
sectors of Italian industry as machine building, petrochemicals, electronics,
food and pharmaceuticals. They account for more than two-thirds of all U.S.
investments.

American ruling circles are striving to the maximum to preserve Italy's
status as the major link in the reliable assurance of their political, mili-
tary, strategic and economic influence in Southern Europe and the
Mediterranean. :

In the late 1970's and early 1980's Washington used the serious escalation of
tension in the Persian Gulf and the east Mediterranean as a pretext to
methodically carry out a program specifically designed to consolidate Italy's
influence and role in U.S. military and political planms. :

The bilateral memorandum on military cooperation over the next 20 years,
signed in September 1978, provided conclusive evidence of Italy's increased
importance in U.S. plans. By the terms of this memorandum, the United States
pledged to balance military trade with Italy as quickly as possible by con-
siderably augmenting purchases of Italian combat equipment, weapons and
ammunition. At the time when the agreement was concluded, the ratio was
35:1 in the United States' favor, but by the beginning of 1984 the gap had
been minimized to 4:1. The American side also promised to promote the sale
of Italian military products in third countries. Besides this, Italy
obtained access--within the framework of a specially established bilateral
commission--to the latest secret U.S. military technology.

High-level political and military contacts became much more frequent in 1980
and 1981. In particular, the United States was visited by Prime Minister

F. Cossiga (elected president of Italy for 7 years at the end of June 1985)
in January 1980; Minister of Foreign Trade E. Manca, Minister of Foreign
Affairs E. Colombo and DC [Christian Democratic Party] Political Secretary
F. Niccoli in February 1981; Admiral D. Torrizzi, Italian chief of general
‘staff, in March 1981. In turn, Italy was visited by President J. Carter in
June 1980 and by members of the Reagan Administration in spring 1981--
Secretary of Defense C. Weinberger and Secretary of State A. Haig.

The most conservative groups in Italy, especially the DC right wing, reacted
with unconcealed satisfaction to Reagan's victory in the 1980 presidential
election and the return of the Republicans to power in the United States.

In turn, in one of his first interviews, published in the Italian weekly
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SETTIMANALE, the new President of the United States expressed willingness to
promote the further expansion of bilateral contacts ''to strengthen the
already fine relationship between our two countries."1l4

In October 1981 Italy was the first of the NATO countries to announce the
inclusion of its military contingent in the so-called "multinational peace-
keeping force" in Sinai,l5 which was created under U.S. auspices and took the
place of Israeli occupation troops in Sinai on 26 April 1982. This attested
to the further substantial convergence of Italian and U.S. positions on the
Mideast conflict and the accelerated departure of Italian diplomacy from the
principles of the 13 June 1980 Venice Declaration of the EEC countries on the
Middle East.

At the end of 1981 Rome actively supported Reagan's notorious "zero option."
Chairman G. Spadolini of the Italian Council of Ministers announced that he -
took an "extremely positive" view of it.

On 16 December 1981 the Italian Government followed the U.S. lead in harshly
condemning the institution of martial law in Poland. The Italian premier
responded without delay to the White House master's demand for "close inter-
action by the United States and Western Europe as quickly as possible for the
determination of a common line of behavior in connection with the Polish
crisis."l®6 He also reported a decision to break off the talks with the Soviet
Union on Italy's possible participation in the construction of the Urengoy--
Pomary--Uzhgorod pipeline, referring to ''the urgent need for a pause for
reflection."

The heightened ally loyalty of Italian ruling cirecles was duly noted on the
other side of the Atlantic. The American WASHINGTON POST commented: ''No
matter what kind of disagreements might arise within NATO, Italy represents
a bright spot in contrast to the general background, at least from
Washington's point of view, and this should at least compensate for some
difficulties with other countries.'"l8

President A. Pertini was in the United States on an official visit from

24 March to 1 April 1982--the fifth visit by the Italian head of state to
this country since the war. During talks in Washington, where NATO strength,
East-West relations and the situations in the Middle East and Central America
were discussed, "the two sides expressed absolutely identical views on almost
everything," the NEW YORK TIMES re