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DR. C L E M :  G e n e r a l  Niblo,  G e n e r a l  Ca lhoun ,  o u r  m a n y  d i s t i n -  
g u i s h e d  g u e s t s ,  l a d i e s  and  g e n t l e m e n :  Our  l e c t u r e  th is  m o r n i n g  is  the  
f i r s t  in  o u r  e c o n o m i c  p o t e n t i a l  s e r i e s  devo t ed  to the  e c o n o m y  of the  
Sovie t  Un ion ,  and  i t  i s  f i t t i ng  tha t  th i s  l e c t u r e  be  a s u r v e y  of the  o v e r -  
a l l  d e v e l o p m e n t  of the Sovie t  e c o n o m y  s i n c e  1917. 

It i s  f i t t i ng  a l s o  tha t  o u r  s p e a k e r  be  Dr .  H a r r y  S c h w a r t z ,  of " T h e  
New Y o r k  T i m e s ,  " who, in add i t i on  to h i s  b r i l l i a n t  and  p e n e t r a t i n g  
n e w s p a p e r  a r t i c l e s  on Sovie t  a f f a i r s ,  h a s  g iven  us  tha t  c o m p r e h e n s i v e  
and  e x c e l l e n t  s t u d y  e n t i t l e d  " R u s s i a ' s  Sovie t  E c o n o m y ,  " w h i c h  the  s t u -  
d e n t s  h a v e  found  on t h e i r  r e a d i n g  s h e l f  in the l i b r a r y .  

B e c a u s e  of the n a t u r e  of o u r  c o u r s e  h e r e  a t  the I n d u s t r i a l  C o l l e g e ,  
D r .  S c h w a r t z ,  i t  i s  s e l d o m  tha t  a g u e s t  l e c t u r e r  i s  i n v i t e d  to a p p e a r  
any  m o r e  than  once  b e f o r e  a n y  one c l a s s  o r  in  any one a c a d e m i c  y e a r .  
The  fac t  tha t  t h i s  i s  y o u r  s e c o n d  a p p e a r a n c e  b e f o r e  th i s  g r o u p  s h o u l d  
b e  s o m e  i n d i c a t i o n  of the h igh  r e g a r d  w h i c h  we ho ld  f o r  you h e r e  a t  the 
I n d u s t r i a l  C o l l e g e .  I t  i s  a p l e a s u r e  to w e l c o m e  you a g a i n  to th i s  p l a t -  
f o r m  th i s  m o r n i n g  and  to p r e s e n t  you  to the c l a s s  of 1955. Dr .  S c h w a r t z .  

DR. SCHWARTZ:  G e n e r a l  Niblo ,  G e n e r a l  Ca lhoun ,  d i s t i n g u i s h e d  
g u e s t s ,  l a d i e s ,  a n d  g e n t l e m e n :  It i s  a p l e a s u r e  to be  h e r e  today .  B u t  
I m u s t  s a y  tha t  I had  a s o m e w h a t  d i f f e r e n t  e x p l a n a t i o n  f o r  m y  b e i n g  in -  
v i t e d  at  the  p r e s e n t  t i m e .  I thought  I had  done such  an e x c e l l e n t  job of 
o b f u s c a t i n g  the i s s u e s t h e  f i r s t  t i m e  tha t  it  n e e d e d  a s e c o n d  g o - a r o u n d  
to hope  to have  an  u n d e r s t a n d i n g  of wha t  I was  t a l k i n g  about .  I a m  glad ,  
t h e r e f o r e ,  to  h a v e  D r .  C l e m ' s  d i f f e r e n t  e x p l a n a t i o n .  

The  g e n e r a l  top ic  a s s i g n e d  to m e  t o d a y  is  the  d e v e l o p m e n t  of the  
Sovie t  e c o n o m y  o v e r  the y e a r s .  How did it get  t ha t  w a y ?  I t h ink  tha t  
o u r  m a i n  p u r p o s e  th i s  m o r n i n g  w i l l  be  to t r y  to get  a c e r t a i n  a m o u n t  of 
p e r s p e c t i v e .  I a m  to ld  you  w i l l  have  o t h e r  s p e a k e r s  l a t e r  who w i l l  
a n a l y z e  the  c u r r e n t  s t a t e  and  p e r h a p s  f u t u r e  s t r e n g t h s  a n d  w e a k n e s s e s .  
But  t h o s e  a r e  o u t s i d e  m y  a s s i g n m e n t  th i s  m o r n i n g .  So I a m  go ing  to 
look  a t  th i s  e x p e r i e n c e  of 38 y e a r s ,  f r o m  1917 to 1955, and  t r y  to s e e  
how f a r  the  R u s s i a n s  have  c o m e  and  how t h e y  c a m e  tha t  f a r .  



Now, in the p r o c e s s  I want  to m a k e  it  c l e a r  that  I a m  going  to 
have  to s ay  s o m e  v e r y  n i ce  th ings  about the  R u s s i a n s .  Nobody  can  
look  at  the r e c o r d  of the  Sovie t  e c o n o m i c  d e v e l o p m e n t  s i n c e  the B o l s h e -  
v ik  r e v o l u t i o n  wi thout  b e i n g  v e r y  i m p r e s s e d .  Th i s  is one of the  r e a l l y  
p h e n o m e n a l  c h a p t e r s  in w o r l d  e c o n o m i c  h i s t o r y .  T h e r e  has  n e v e r  b e e n  
any th ing  qui te  l ike  it .  And ff you m e a s u r e  th ings  p u r e l y  by r e s u l t s ,  
you have  to say,  " T h o s e  boys  did a t e r r i f i c  job~ " 

On the  o t h e r  hand  they  got t hose  r e s u l t s  at  a v e r y  h igh  cos t .  You 
have  to take  that  in to  account ,  too. But in  s p e a k i n g  h e r e  to an a u d i e n c e  
of m e n  who face  the  p o s s i b i l i t y  that  s o m e t i m e  in  the f u t u r e  t h e y  m a y  
have  to c o m m a n d  t roop~ or  m a k e  w a r  p lans  a g a i n s t  the Sovie t  Union ,  
I m u s t  s t r e s s  tha t  t h e r e  has  b e e n  a f i r s t - c l a s s  e c o n o m i c  a c h i e v e m e n t  
by  the Sovie t  Union .  We would  not  be  so t r o u b l e d  about  the b ig  q u e s t i o n  
of Sovie t  p o w e r  o r  the p o s s i b i l i t y  of wa r  with the Sovie t  Un ion  if  i t  had  
not b e e n  that  the Soviet  G o v e r n m e n t  has  had  a t r e m e n d o u s  a m o u n t  of 
e c o n o m i c  s u c c e s s ,  p a r t i c u l a r l y  in the a r e a  of d e v e l o p i n g  m i l i t a r y -  
e c o n o m i c  po ten t i a l .  

I s ay  th is  b e c a u s e  a l l  too of ten  in ou r  publ ic  p r i n t s  ou r  popu l a r  
w r i t e r s  t end  to w r i t e  th ings  that  c o i n c i d e  wi th  t h e i r  i d e o l o g i c a l  p r e j -  
u d i c e s .  We would  l ike  to b e l i e v e  that  c o m m u n i s m  d o e s n ' t  work ,  tha t  
the C o m m u n i s t  e c o n o m i c  s y s t e m  is bad,  tha t  it i s  go ing  to fa l l  a p a r t  
at the nex t  1 0 - m i l e - a n - h o u r  wind, o r  s o m e t h i n g  of the s o r t .  A l l  such  
v i e w s  can  be  d a n g e r o u s  if  t hey  induce  c o m p l a c e n c y .  We a r e  up a g a i n s t  
a f i r s t - c l a s s  opponent ,  one who is  w o r t h y  of our  s t e e l ,  and one that  we 
c e r t a i n l y  canno t  a f fo rd  to be c o m p l a c e n t  about.  

Now, w h e r e  did t hey  s t a r t ?  Well ,  of c o u r s e ,  the B o l s h e v i k  Revo-  
lu t ion  took  p l ace  in 1917; and fo r  s e v e r a l  y e a r s  t h e r e a f t e r ,  f r o m  1917 
to 1921, t h e r e  was  c iv i l  war .  The c iv i l  wa r  e n d e d  about 1920 o r  1921. 

When  the  c i v i l  w a r  e n d e d  in Rus s i a ,  when  the B o l s h e v i k s  f ina l ly  
wiped  out t h e i r  a r m e d  d o m e s t i c  oppos i t ion ,  the Sovie t  e c o n o m y  was  as  
c l o s e  to z e r o  as  the e c o n o m y  of a l a r g e  na t ion  can  get  wi thout  e v e r y -  
body  jus t  s i m p l y  d ropp ing  dead  of s t a r v a t i o n .  I l ooked  at the f i g u r e s  
aga in  the o t h e r  day and I was  a m a z e d ,  b e c a u s e  t h e r e  was  a point  in  
1920 o r  1921 when  the  Sovie t  e c o n o m y  was  a c t u a l l y  p r o d u c i n g  l e s s  than  
the C h i n e s e  e c o n o m y  was in  1950. This  was s i m p l y  i n c r e d i b l e .  

J u s t  to g ive  you an i d e a  of what  a low point  they  had  r e a c h e d  then,  
h e r e  a r e  s o m e  f i g u r e s :  In 1920 o r  1921 they  p r o d u c e d  a l l  of 100, 000 
tons  of s t e e l ;  and about hal f  a b i l l i on  k i l o w a t t - h o u r s  of e l e c t r i c i t y .  I 



:£955 
t h i n k  I c a n  s u m  it  up p e r h a p s  by  s a y i n g  tha t  in 1920 o r  1921 the  ou t -  
put  of Sovie t  i n d u s t r y  was  b e l o w  the  p r e s e n t  l e v e l  of output  in  the c i t y  
of P i t t s b u r g h ;  ye t  R u s s i a  w a s  a na t i on  of we l l  o v e r  160 m i l l i o n  peop le ,  
e v e n  though t h e r e  was  a v e r y  low s t a t e  of i n d u s t r y .  

A g r i c u l t u r e  w a s  in  c o m p l e t e  c h a o s ,  and f a m i n e  w a s  s w e e p i n g  the 
l and .  As  a m a t t e r  of fac t ,  t h e r e  w a s  so m u c h  f a m i n e  tha t  the  U n i t e d  
S ta t e s  was  p r o v i d i n g  a g r e a t  d e a l  of f a m i n e  r e l i e f .  U n d e r  the  l e a d e r -  
sh ip  of M r .  H e r b e r t  H o o v e r ,  A m e r i c a n s  w e r e  s e n d i n g  g r a i n ,  m e a t ,  
and  o t h e r  food p r o d u c t s .  T h e y  s a v e d  the l i v e s  of h u n d r e d s  of t h o u s a n d s ,  
e v e n  m i l l i o n s ,  of R u s s i a n s .  Anyone  who 35 y e a r s  ago had  s a i d  tha t  a 
l i t t l e  o v e r  a q u a r t e r  of a c e n t u r y  l a t e r  the Sovie t  e c o n o m y  w o u l d  be  
the  s e c o n d  l a r g e s t  and  the  s e c o n d  s t r o n g e s t  e c o n o m y  in  the w o r l d  m i g h t  
v e r y  w e l l  have  b e e n  looked  upon as  a l i k e l y  c a n d i d a t e  f o r  a p s y c h i a t r i c  
w a r d .  And ye t  t oday  the Sovie t  e c o n o m y  is  the s e c o n d  s t r o n g e s t  in the  
w o r l d ;  in c e r t a i n  r e s p e c t s  it  m a y  e v e n  outdo o u r  own e c o n o m y .  T h i s  i s  
a n  e c o n o m i c  " m i r a c l e "  w h i c h  has  h a p p e n e d .  

What  a r e  the  p r o p o r t i o n s  of th i s  e c o n o m i c  " m i r a c l e ? "  What  s t a g e s  
did i t  go t h r o u g h ?  I a m  jus t  go ing  to i n d i c a t e  the m a i n  s t a g e s  f i r s t ,  
and  then  d i s c u s s  s o m e  of the d e t a i l s  of those  s t a g e s .  

F r o m  the  end  of the  c iv i l  w a r  in  1920 o r  1921 to about  1927 o r  
1928, the Sovie t  G o v e r n m e n t  c o n c e n t r a t e d  p r i m a r i l y  upon  r e b u i l d i n g  
i t s  c i v i l  w a r -  and  W o r l d  W a r  I - s h a t t e r e d  e c o n o m y .  Tha t  i s ,  i t  had  
b e e n  f a r  l a r g e r .  The  R u s s i a n s  had  p r o d u c e d  m u c h  m o r e  in 1913, b e -  
f o r e  W o r l d  W a r  I, than  they  did in  1920 o r  1921. So t h e y  had  to t r y  to 
r e b u i l d  o r  a t  l e a s t  to get  b a c k  to w h e r e  t hey  had  s t a r t e d  f r o m ,  m u c h  
as  the  C h i n e s e  C o m m u n i s t s ,  once  t h e y  had  c o m e  to p o w e r  on the  m a i n -  
l and  in  1949, had  as  t h e i r  f i r s t  t a s k  the r e b u i l d i n g  of w h a t e v e r  l i t t l e  
e c o n o m y  C h i n a  had  b e f o r e  the c i v i l  w a r .  

T h i s  p e r i o d  of 1920 o r  1921 to abou t  1928 w a s  the p e r i o d  of the  
N E P ,  o r  New E c o n o m i c  P o l i c y .  D u r i n g  t h e s e  y e a r s  L e n i n  r e t r e a t e d  
f r o m  h i s  o r i g l n a l  e x t r e m e  C o m m u n i s t  i d e a s  and  i n j e c t e d  a dose  of f r e e  
e n t e r p r i s e  in to  the s y s t e m .  F o r  a t i m e  the Sovie t  G o v e r n m e n t  had  a 
m u c h  m o r e  l e n i e n t  p o l i c y  t o w a r d  the p r i v a t e  f a r m  and i n d u s t r i a l  e l e -  
m e n t s  in  the c o u n t r y .  T h i s  h e l p e d  p r o d u c e  a v e r y  r a p i d  r e c o v e r y .  

By  1927 o r  1928 the Sovie t  e c o n o m y  had  m u l t i p l i e d  i t s  p r o d u c t i o n  
s e v e r a l  t i m e s  a g a i n s t  the  1920 and  1921 low, and  had  r o u g h l y  r e g a i n e d  
o r  e x c e e d e d  the 1913 p r e - W o r l d  W a r  I l e v e l .  
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This  p e r i o d  was  one of n a t u r a l  r e c u p e r a t i o n ,  n a t u r a l  r e c o v e r y .  
The  g o v e r n m e n t ' s  p o l i c y  p r o v i d e d  an i n c e n t i v e  fo r  the p r i v a t e  e n t e r -  
p r i s e  of the c o u n t r y  to do i ts  b e s t .  And it  p e r m i t t e d  tha t  p r i v a t e  
e n t e r p r i s e  to m a k e  a p ro f i t .  

In 1928, w h i c h  is a v e r y  i m p o r t a n t  w a t e r s h e d ,  the  g o v e r n m e n t  r e -  
v e r s e d  i t s e l f .  One of the th ings  i n v o l v e d  in a d i c t a t o r s h i p  is  tha t  you  
can  r e v e r s e  y o u r s e l f  l ike  tha t .  In a d e m o c r a c y  you c a n ' t  do tha t .  You 
have  to a r g u e  in  C o n g r e s s  and so on. In a d i c t a t o r s h i p  you c a n  r e v e r s e  
m u c h  m o r e  e a s i l y .  T h e y  e m b a r k e d  upon what  t h e y  c a l l e d  a p e r i o d  of 
p l a n n e d  e c o n o m i c  d e v e l o p m e n t .  The F i r s t  F i v e - Y e a r  P l a n  b e g a n  at the 
end  of 1928. T h e  Second  F i v e - Y e a r  P l a n  b e g a n  in 1933. The  T h i r d  
F i v e - Y e a r  P l a n  b e g a n  in  1938. The  t h i r d  was  n e v e r  c o m p l e t e d ,  b e -  
c a u s e  the G e r m a n s  i n v a d e d  R u s s i a  in 1941. 

T h e n  c a m e  the  p e r i o d  of W o r l d  W a r  II, in  w h i c h  the G e r m a n s  
m a r c h e d  a c r o s s  m u c h  of w e s t e r n  R u s s i a .  T h e y  o c c u p i e d  and d e v a s -  
t a t e d  an a r e a  c o n t a i n i n g  p e r h a p s  40 p e r c e n t  of the  t o t a l  i n d u s t r i a l  and 
a g r i c u l t u r a l  c a p a c i t y  of the  e n t i r e  c o u n t r y .  So in  1945, when  W o r l d  
W a r  H ended ,  the Sovie t  p r o d u c t i o n  was  aga in  m u c h  l o w e r  than  it had  
f o r m e r l y  b e e n .  W h e r e  Sovie t  p r o d u c t i o n  had  r e a c h e d  a p e a k  in  1940, 
in 1945 i t  was  w e l l  b e l o w  the 1940 l e v e l .  

B u t - - a n d  h e r e  is  the i m p o r t a n t  p o i n t - - 1 9 4 0  p r o d u c t i o n  w a s  f a r  
above  tha t  of 1913. M o r e o v e r ,  1945 output  w a s  not  n e a r l y  as m u c h  b e -  
low 1940 as 1920 p r o d u c t i o n  had  b e e n  b e l o w  1913. In o t h e r  w o r d s ,  the  
l o s s e s  to the Sovie t  e c o n o m y  in W o r l d  W a r  II on a r e l a t i v e  b a s i s  w e r e  
not  n e a r l y  a s  g r e a t  a s  the l o s s e s  had  b e e n  in W o r l d  W a r  I and the c i v i l  
w a r  w h i c h  fo l l owed .  T h e r e  was  a v e r y  s t r o n g  n u c l e u s ,  m u c h  s t r o n g e r  
than o r i g i n a l l y ,  on w h i c h  to r e b u i l d .  

The  Sovie t  Un ion  e m b a r k e d  upon the F o u r t h  F i v e - Y e a r  P l a n  in  
1946, and c o m p l e t e d  i t  in 1950. The  F i f t h  F i v e - Y e a r  P l a n  was  b e g u n  
in 1951, and is  s c h e d u l e d  to be  c o m p l e t e d  th i s  y e a r .  M o s c o w  has  a l -  
r e a d y  a n n o u n c e d  tha t  nex t  y e a r  the Soxth F i v e - Y e a r  P l a n  w i l l  beg in .  
So we now have  a p e r i o d  of s o m e w h a t  m o r e  than  a q u a r t e r  of a c e n t u r y ,  
f r o m  1928 to 1955, of p l a n n e d  e c o n o m i c  d e v e l o p m e n t ,  b r o k e n  by  th is  
t r e m e n d o u s  c l i m a c t i c  e v e n t  of W o r l d  W a r  II, w h i c h  i m p o s e d  g r e a t  l o s s e s .  

The  f i r s t  q u e s t i o n  we m i g h t  a s k  i s :  What  has  b e e n  the payoff  of 
th i s  i n t e n s i v e  e f f o r t  to bu i ld  up the c o u n t r y ' s  e c o n o m y ?  I w i l l  t ake  1928 
as  the  s t a r t i n g  point ,  b e c a u s e  by 1928 the R u s s i a n s  had  p r e t t y  m u c h  
r e c o v e r e d  f r o m  the p r e w a r  n o r m a l  and had  gone a l i t t l e  above  it. H e r e  

4 



1 9 5 7  

i s  abou t  wha t  t hey  have  done s i n c e  1928: I w o u l d  l ike  to c i t e  a few 
f i g u r e s  j u s t  to g ive  you  a k ind  of i m p r e s s i o n i s t i c  i d e a  of wha t  ha s  
b e e n  done .  

In  c o a l ,  f o r  i n s t a n c e ,  i n  1928 the Sovie t  Union  p r o d u c e d  r o u g h l y  
36 m i l l i o n  m e t r i c  tons .  L a s t  y e a r  the Sovie t  Un ion  p r o d u c e d  abou t  
3 5 0 - - n o t  qui te ,  but  a l m o s t  3 5 0 - - m i l l i o n  m e t r i c  tons .  So f r o m  I928 
to 1954, a p e r i o d  of  j u s t  about  a q u a r t e r  of a c e n t u r y ,  t h e y  m u l t i p l i e d  
t h e i r  c o a l  p r o d u c t i o n  about  10 t i m e s .  

T a k e  i r o n - - t h e y  wen t  f r o m  3 .5  m i l l i o n  m e t r i c  tons  to 30 m i l l i o n  
m e t r i c  tons  f r o m  1928 to 1954. Aga in ,  tha t  i s  a l m o s t  a t en fo ld  i n -  

c r e a s e .  

In  s t e e l  t h e y  wen t  f r o m  4 . 3  m i l l i o n  tons  to 41 m i l l i o n  tons ,  and  
in  p e t r o l e u m  f r o m  11.5  m i l l i o n  tons  to 60 m i l l i o n  tons .  The  l a t t e r  i s  
not  qui te  a s tx fo ld  i n c r e a s e .  In  e l e c t r i c  p o w e r  t h e y  p r o d u c e d  about  5 
b i l l i o n  k i l o w a t t - h o u r s  in  1928, and 148 b i l l i o n  k i l o w a t t - h o u r s  in  1954. 
Tha t  is about  a t h i r t y f o l d  i n c r e a s e .  

T h e s e  i n c r e a s e s  a r e  v e r y  i m p r e s s i v e  t h ings .  What  i s  i m p r e s s i v e  
about  t h e m  is  tha t  n e v e r  b e f o r e  in e c o n o m i c  h i s t o r y  h a s  t h e r e  b e e n  
s u c h  a r a p i d  r a t e  of g r o w t h  o v e r  so long  a p e r i o d .  You c a n  t ake  a 
look  at  the e x a m p l e s - - t h e  U n i t e d  S t a t e s  in  the  h e y d a y  of the l a t e  19th 
c e n t u r y  a n d t h e  e a r l y  20th c e n t u r y ,  G e r m a n y  in the  l a t e  19th c e n t u r y ,  
J a p a n  in  the  l a t e  19th c e n t u r y .  T h o s e  w e r e  v e r y  qu i ck  u p s u r g e s  of 
e c o n o m i c  p o t e n t i a l  and i n d u s t r i a l  p r o d u c t i v i t y .  But  t h e r e  h a s  n e v e r  
b e e n  a n y t h i n g  l ike  th i s ,  e v e n  if  you  j u s t  t ake  t h e s e  f i g u r e s .  

One  f a c t o r  m a k e s  t h e s e  f e a t s  e v e n  m o r e  i m p r e s s i v e ,  and tha t  i s  
t h i s :  T h e s e  t en fo ld  i n c r e a s e s ,  s ix fo ld  i n c r e a s e s ,  and t h i r t y f o l d  i n -  
c r e a s e s  tha t  I have  m e n t i o n e d  h e r e  w e r e  a c c o m p l i s h e d  d e s p i t e  the f ac t  
tha t  f o r  f o u r  y e a r s ,  1941 to 1945, the Sovie t  Un ion  w a s  e n g a g e d  in  a 
m a j o r ,  a t e r r i b l y  d e s t r u c t i v e ,  w a r ,  w h i c h  d e s t r o y e d  a g r e a t  d e a l  of 
the  c ,api ta l  e q u i p m e n t  of the  c o u n t r y .  T h e r e  w a s  g r e a t  a c t u a l  l o s s  of 
c a p i t a l .  

J u s t  f o r  m y  own a m u s e m e n t ,  to t r y  to u n d e r s t a n d  th i s  a l i t t l e  bi t  
b e t t e r ,  I have  d r a w n  up a l i t t l e  t ab l e  of what  the  Sovie t  p r o d u c t i o n  
m i g h t  have  b e e n  l ike  in 1954 if  t h e r e  had  b e e n  no W o r l d  W a r  II,  In 
o t h e r  w o r d s  th i s  i s  a k ind  of an  i n t e l l e c t u a l  e x p e r i m e n t ,  to s e e  wha t  
we m i g h t  r e a s o n a b l y  e x p e c t  o r  g u e s s  that  R u s s i a  would  h a v e  p r o d u c e d  
in  1954 in  the b a s i c  i n d u s t r i e s  and  m a t e r i a l s  a s s u m i n g  tha t  t h e r e  h a d  
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not  b e e n  the  e c o n o m i c  l o s s e s  of W o r l d  W a r  H, and  i n s t e a d ,  tha t  in  
t h o s e  y e a r s  R u s s i a  had  c o n t i n u e d  f o r g i n g  a h e a d  as  i t  had  b e e n .  I don ' t  
want  you to take  t h e s e  f i g u r e s  too s e r i o u s l y ,  but t h e y  canno t  be  i g n o r e d  
e i t h e r .  

If  t h e r e  had  b e e n  no W o r l d  War  H, I t h ink  we m i g h t  have  b e e n  
f a c e d  wi th  s o m e t h i n g  l ike  th i s :  The c o m p a r i s o n  m i g h t  have  b e e n  one  
b e t w e e n  the 1928 p r o d u c t i o n  of coa l  of about 36 miLLion tons  and  a 1954 
p r o d u c t i o n  of about  500 m i l l i o n  tons .  In o t h e r  w o r d s  i n s t e a d  of a t e n -  
fo ld  i n c r e a s e ,  i t  m i g h t  have  b e e n  p r o b a b l y  a f i f t e en fo ld  i n c r e a s e .  I 
won ' t  go t h r o u g h  the  whole  List, but  in  s t e e l  t hey  m i g h t  have  gone  f r o m  
4. 5 m i l l i o n  tons  to about  50 m i l l i o n  tons .  That  i s  a t w e l v e f o l d  i n c r e a s e .  
In  e l e c t r i c  p o w e r  t hey  m i g h t  w e l l  have  gone f r o m  5 b i l l i o n  k i l o w a t t -  
h o u r s  up to about  200 b i l l i o n  k i l o w a t t - h o u r s ,  o r  a f o r t y f o l d  i n c r e a s e .  
J u s t  to k ind  of s u m  it  ~1! up, le t  us  put it t h i s  way:  The  Soviet  i n d u s -  
t r i a l  e c o n o m y  in  1953 and  1954 m i g h t  have  p r o d u c e d  a p p r e c i a b l y  o v e r  
ha l f  of what  the  U n i t e d  S ta tes  did. 

We had  Wor ld  War  IT. If t h e r e  had  b e e n  no W o r l d  War  H, and  
e v e r y t h i n g  e l s e  had r e m a i n e d  the  s a m e ,  the  Sovie t  e c o n o m y  m i g h t  
have  b e e n  p r o d u c i n g  t w o - t h i r d s ,  m a y b e  e v e n  t h r e e ' f o u r t h s ,  of what  the  
A m e r i c a n  e c o n o m y  was .  The  R u s s i a n s  d idn ' t  l o se  jus t  f ive  y e a r s .  
T h e y  lo s t  the i n c r e a s e  tha t  t h e y  d idn ' t  ge t  i n  t h o s e  y e a r s  b e c a u s e  of 
W o r l d  War  31. This  is  s o m e t h i n g  to th ink  about .  

Wel l ,  how did they  do i t ?  Is  it p roo f  that  c o m m u n i s m  is  r e a l l y  the 
b e s t  s y s t e m  and we all  ought  to be C o m m u n i s t s ?  Th i s  i s  the  a r g u m e n t  
that  i s  m a d e  a l l  the t i m e  by  the  C o m m u n i s t s .  I don ' t  think, that  r e a l t y  
i s  an  a r g u m e n t  fo r  c o m m u n i s m ,  a l though  it  is  s o m e t h i n g  that  has  to be 
u n d e r s t o o d .  

B a s i c a l l y ,  th i s  was  a c c o m p l i s h e d  b e c a u s e  t h e  Sovie t  Union  i s  gov-  
e r n e d  by  a d i c t a t o r s h i p  wh ich  i s  able  to i m p o s e  i t s  wi l l  upon  the  p e o p l e  
of that  coun t ry ,  to g o v e r n  t h e i r  e c o n o m i c  a c t i v i t i e s  in the i n t e r e s t  of 
the  g o v e r n m e n t  r a t h e r  than  the i n t e r e s t  of the peop l e  who c o m p o s e  the  
e c o n o m y  of the  Soviet  Union .  In o t h e r  w o r d s  if  R u s s i a  had  b e e n  a f r e e  
e n t e r p r i s e  s y s t e m ,  it  cou ld  n e v e r  have  done it,  b e c a u s e  a f r e e  e n t e r -  
p r i s e  s y s t e m  by i t s  n a t u r e  is  g o v e r n e d  in the i n t e r e s t  and d e s i r e s  of 
the c o n s u m e r s ,  the i n d i v i d u a l  c o n s u m e r s .  

Now, what  the  Sovie t  G o v e r n m e n t  did was  t h i s - - t h e  th ing  r e a l l y  
c o m e s  down to two s t age s ,  two f a c e t s :  In the f i r s t  p lace ,  i t  e x t r a c t e d  
a t r e m e n d o u s  amoun t  of c ap i t a l  out of the h ides  of the  Soviet  peop le ;  
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and  when  I s ay  "out  of the h i d e s  of the  S o v i e t  p e o p l e "  I m e a n  ju s t  
tha t .  P a r t  of the  p r i c e  was  a c e r t a i n  a m o u n t  of s t a r v a t i o n  in the e a r l y  
t h i r t i e s .  P a r t  of the p r i c e  was  the t r e m e n d o u s  s t r u g g l e  o v e r  c o l l e c -  
t i v i z a t i o n  in the e a r l y  t h i r t i e s ,  in  wh ich  about  ha l f  the Soviet  a g r i c u l -  
t u r a l  c a p i t a l  was  d e s t r o y e d .  Many d i f f e r e n t  th ings  a r e  i nvo lved .  The  
Sovie t  G o v e r n m e n t  f o r c e d  i t s  peop le  to have  a m u c h  l o w e r  r a t e  of 
Consumpt ion ,  a m u c h  l o w e r  s t a n d a r d  of l iv ing,  t han  the  Sovie t  peop l e  ~ 
would  have  had  if t hey  had  b e e n  ab le  to d e t e r m i n e  what  s h o u l d  happen  
in  t h e i r  e c o n o m y .  And, of c o u r s e ,  the o b v e r s e  s i t ua t i on  to the  low 
s t a n d a r d  of l i v ing  was  the  p r e s e n c e  of a r e l a t i v e l y  l a r g e  a m o u n t  of c a p -  
i t a l  to be  u s e d  by the  g o v e r n m e n t .  

What  did the  goverm 'nen t  do wi th  th i s  c a p i t a l ?  It app l i ed  that  cap -  
i t a l  p r i m a r i l y ,  o v e r w h e l m i n g l y ,  to the d e v e l o p m e n t  of h e a v y  i n d u s t r y - -  
to Steel ,  c h e m i c a l s ,  p e t r o l e u m ,  e l e c t r i c  power ,  m a c h i n e  too l s ,  guns,  
p l an es ,  t a n k s ,  and  m o r e  r e c e n t l y  to a t o m i c  b o m b s  and h y d r o g e n  b o m b s  
and g u i d e d  m i s s i l e s .  Rea l l y  the f i g u r e s  a r e  f an ta s t i c .  T h e r e  has  
n e v e r  b e e n  any th ing  l ike  it. B e t w e e n  1929 and 1952, 64 p e r c e n t ,  o v e r  
t w o - t h i r d s ,  of the to ta l  c ap i t a l  i n v e s t e d  by  the Soviet  Union  went  in to  
h e a v y  i n d u s t r y .  That  is  a b s o l u t e l y  fabulous .  

C o m p a r e  tha t  wi th  any o t h e r  c o u n t r y ' s  e c o n o m i c  h i s t o r y  that  you 
want  to take .  You jus t  don ' t  f ind any th ing  b e g i n n i n g  to a p p r o a c h  it .  
Two out of e v e r y  t h r e e  d o l l a r s ,  two out of e v e r y  t h r e e  r u b l e s ,  that  
w e r e  put into d e v e l o p i n g  the e c o n o m y  was  put to d e v e l o p i n g  h e a v y  in -  
d u s t ry ,  wh ich  d o e s n ' t  p r o d u c e  any th ing  that  a p e r s o n  can  ea t  o r  w e a r  
o r  l ive  in  or  a m u s e  h i m s e l f  with,  but  wh ich  does  l ead  f ina l ly  to the  p r o -  
duc t ion  of th ings  that  you can  u se  to k i l l  s o m e b o d y  e l s e  with .  

Now, wi th  64 p e r c e n t  going  in to  h e a v y  i n d u s t r y ,  t h e r e  w a s n ' t  v e r y  
m u c h  lef t  fo r  the  a r e a s  of the e c o n o m y  s e r v i n g  the c o n s u m e r .  So I 
have  s o m e  o t h e r  f i g u r e s  of i n t e r e s t .  Only  7 p e r c e n t  went  in to  c o n s u m e r  
goods  o v e r  th i s  p e r i o d  of r o u g h l y  f r o m  1929 to 1952. And, s i nce  on ly  
7 p e r c e n t  of the  i n d u s t r i a l  c ap i t a l  went  in to  c o n s u m e r  goods ,  the r e s u l t  
was  that  c o n s u m e r  goods  p r o d u c t i o n  r o s e  v e r y  l i t t l e .  If you put that  in 
t e r m s  of su i t s  of c lo thes ,  n u m b e r  of t e l e v i s i o n  s e t s ,  o r  th ings  l ike  that ,  
you wi l l  s e e  that  the  Soviet  c o n s u m e r s  d idn ' t  have  an  i n c r e a s e  e v e n  r e -  
m o t e l y  r e s e m b l i n g  the  i n c r e a s e  ~hat you f ind in  heavy  i n d u s t r y .  

T h e n  a g r i c u l t u r e  got only  9 p e r c e n t .  The  r e s u l t  was  the  s t o r e d - u p  
l e g a c y  of r e a l  t r oub l e  that  is  f ac ing  t h e m  today,  w h e r e  K h r u s h c h e v  is  
v e r y  m u c h  w o r r i e d  about  a g r i c u l t u r e .  D e s p i t e  the " h o o p - l a "  p r o p a -  
ganda  about  a l l  the  t r a c t o r s  going to the f a r m s ,  a g r i c u l t u r e  got on ly  9 
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p e r c e n t  of the to t a l  c a p i t a l  i n v e s t m e n t  in  the c o u n t r y ;  and y e t  a g r i c u l -  
t u r e  occup i ed  m o r e  than  ha l f  the people  of the Sovie t  Union  d u r i n g  t h i s  
p e r i o d  and i s  the b a s i c  s o u r c e  of food. 

Food  p r o d u c t i o n  i n c r e a s e d  v e r y  l i t t l e .  Tha t  i s  why  you have  
K h r u s h c h e v  r u n n i n g  a r o u n d  l ike  c r a z y  t r y i n g  to f i g u r e  out how to r a i s e  
m o r e  food. Tha t  i s  why  he i s  even  w i l l i n g  to s end  f a r m e r s  to Iowa to 
f ind  out how the A m e r i c a n s  do t he se  m i r a c l e s .  

One of the b a s i c  r e a s o n s  fo r  tha t  s i t u a t i o n  in  a g r i c u l t u r e  i s  tha t  
a g r i c u l t u r e  was  r e l a t i v e l y  n e g l e c t e d  in th i s  p e r i o d .  You see ,  we a r e  
r e a l l y  t a l k i n g  about  a t w o - s i d e d  coin .  You c a n ' t  t a l k  about  one s ide  
wi thout  t a l k i n g  about  the o the r .  We have  to r e c o g n i z e  tha t  t h i s  i s  r e a l l y  
a n a t i o n a l  s e c u r i t y  p r o b l e m  f o r  us .  Sovie t  i n d u s t r y  h a s  f o r g e d  a h e a d  
of even  the  E n g l i s h .  In 1928 R u s s i a  cou ld  b a r e l y  bu i ld  a l l  the  p a r t s  
fo r  a c o m p l e t e  a u t o m o b i l e ,  cou ld  not bu i ld  an  a u t o m o b i l e  f a c t o r y ,  o r  
even  p r o d u c e  a pound of a l u m i n u m ,  but  t oday  i s  m a k i n g  h y d r o g e n  
b o m b s ,  l o n g - r a n g e  gu ided  m i s s i l e s ,  and God knows wha t  e l s e .  

So the R u s s i a n s '  h e a v y  i n d u s t r y  i s  j u s t  f abu lous .  But  t hey  pa id  a 
p r i c e  fo r  i t .  The p r i c e  t h e y  pa id  fo r  i t  i s  tha t  e v e r y  o t h e r  b r a n c h  of 
the e c o n o m y - - h o u s i n g ,  c o n s u m e r  goods ,  f o o d - - h a d  to get a long  wi th  
the c r u m b s  off the t ab le .  And when anybody  h a s  to get  a long  wi th  
c r u m b s  off the t ab le ,  and the t ab le  i s n ' t  too r i c h l y  s p r e a d  in  the  f i r s t  
p l ace ,  he i s  l i k e l y  to have  a v e r y  l e a n  and h u n g r y  look, which  i s  the 
look  of Sovie t  hous ing ,  food, t r a n s p o r t a t i o n ,  and a g r i c u l t u r e  today .  

So, if  you a s k  me  the s e c r e t  of Sovie t  s u c c e s s ,  I t h ink  i t  i s  s a fe  
to s a y  tha t  the s e c r e t  of Sovie t  s u c c e s s  i s  a l s o  the s e c r e t  of Sovie t  f a i l -  
u r e .  It  i s  a t w o - p h a s e d  t h i n g - - t o  s q u e e z e  a lot  of c a p i t a l  out of the  
people ,  and then  u s e  tha t  c a p i t a l  p r i m a r i l y  and o v e r w h e l m i n g l y  f o r  
h e a v y  i n d u s t r y .  

Of c o u r s e ,  howeve r ,  t h e r e  a r e  o t h e r  f a c e t s  of t h e s e  t h ings .  You 
don ' t  j u s t  bu i ld  y o u r  e c o n o m y  by  m e a n s  of cap i t a l .  A f t e r  a l l ,  in  the l a s t  
a n a l y s i s ,  an e c o n o m y  c o n s i s t s  of the  c o o r d i n a t e d  w o r k  of m i l l i o n s  of 
h u m a n  b e i n g s ;  and in  the Sovie t  Union  t h e r e  a r e  o v e r  100 m i l l i o n  peop le  
tha t  w o r k  e v e r y  day.  

Wel l ,  one of the i n t e r e s t i n g  f a c e t s  of t h i s  th ing  i s  the h u m a n  r e v o -  
lu t ion  tha t  h a s  t a k e n  p lace .  Sovie t  c i t i e s  have  t r i p l e d  or  q u a d r u p l e d  
t h e i r  t o t a l  popu la t ion .  T e n s  of m i l l i o n s  of h u m a n  b e i n g s ,  who w e r e  
b o r n  on the f a r m s ,  and who a h u n d r e d  y e a r s  ago would have  e x p e c t e d  
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to l ive ,  and  would  have  l i v e d  out t h e i r  l i v e s  in i g n o r a n c e  as  i l l i t e r a t e  
p e a s a n t s ,  have  b e e n  m o v e d  to the  c i t i e s .  T h e y  have  b e c o m e  o p e r a -  
t o r s  of m a c h i n e  too l s ,  f o r e m e n  in  c h e m i c a l  p lan t s ,  peop le  who o p e r -  
a te  i n s t r u m e n t  p a n e l s  r e g u l a t i n g  m a c h i n e  c o m p l e x e s  r u n  by  e l e c t r i c  
p o w e r .  

We have had a human revolution which again falls into several as- 
pects. The first is the sheer relocation of from 30 to 40 million hu- 
man beings moved from farms into the cities--a complete break from 
everything these people have done before. Just visualize the housing 
problem which has resulted. The worst facet of the Soviet economy 
at the moment is precisely this housing situation. Housing has never 
kept pace with the tremendous eruption of people into the big cities. 
Today a typical family of three, four or five people lives in one room 
in an apartment; and they share a kitchen with three or four other fami- 
lies who occupy the other rooms. Individual workers still live in 
moldy barracks. It is one aspect of the migration. There have been 
several other apsects. 

A n o t h e r  a s p e c t  i s  the p r o b l e m  of e d u c a t i o n  and t r a i n i n g .  The  
R u s s i a n s  a l w a y s  love  to b o a s t  about  how m u c h  of an  e d u c a t i o n a l  job t h e y  
have  done in  t h e i r  c o u n t r y .  If you a r e  r e a d y  to b e l i e v e  i t ,  60 m i l l i o n  
people  have  b e e n  g iven  the o p p o r t u n i t y  to go to schoo l .  

L e t  us  not kid o u r s e l v e s ;  t hey  have  done a t r e m e n d o u s  e d u c a t i o n a l  
job at  a l l  l e v e l s .  T h e y  had  to t ake  m i l l i o n s  of peop le ,  m a n y  of w h o m  
s t a r t e d  i l l i t e r a t e  o r  b a r e l y  l i t e r a t e ,  and r a i s e ,  t h e m  to a l e v e l  of c o m -  
p e t e n c e  so  tha t  t hey  c o u l d  w o r k  in  a m o d e r n  f a c t o r y . :  T h e y  had  to r a i s e  
a c e r t a i n  f r a c t i o n  of t h e m  up to a l e v e l  of c o m p e t e n c e  of s k i l l e d  e n g i -  
n e e r s ,  o r  ab le  s c i e n t i s t s ,  o r  good t e c h n i c a l  o f f i c e r s  in the E n g i n e e r  
C o r p s  of the Sovie t  a r m y .  

I don ' t  know.  Some  day I th ink  a p s y c h i a t r i s t  o r  p s y c h o l o g i s t  ought  
to m a k e  a s t u d y  c o n c e r n i n g  the p s y c h i c  e f f ec t  of t h e s e  t h i n g s - - o f  hav in~  
t h e s e  m i l l i o n s  of peop le ,  who w e r e  l iv ing  in the 17th c e n t u r y ,  go sud -  
d e n l y  o v e r  wi th  a s h o c k  in to  the 20th c e n t u r y ,  h a v i n g  s o m e  of t h e m  
w o r k i n g  on gu ided  m i s s i l e s ,  e v e n  on a t o m i c  e n e r g y .  What  does  i t  do 
to h u m a n  b e i n g s  7 

T h e r e  i s  a h u m a n  r e v o l u t i o n  too,  and  it is  s t i l l  go ing  on. T h e r e  
i s  no s l a c k e n i n g  a n y w h e r e .  One th ing  tha t  m a n y  peop le  h e r e  a r e  ex -  
c i t e d  about  is  the  fac t  that  the R u s s i a n s  a r e  t r a i n i n g  m o r e  e n g i n e e r s  and  
mo~ e s c i e n t i s t s  than  we a r e .  The  h u m a n  r e v o l u t i o n  is  s t i l l  going  on. 



T h e r e  i s  a t h i r d  f a c e t  of how t h e y  a c c o m p l i s h e d  t h i s  m i r a c l e .  
T h i s  t h i r d  f a c e t  h a s  b e e n  the  f ind ing  and e x p l o i t i n g  of r i c h  n a t u r a l  r e -  
s o u r c e s  in  R u s s i a .  New s o u r c e s  of i ron ,  coa l ,  p e t r o l e u m ,  n i c k e l ,  
u r a n i u m ,  t h o r i u m ,  and  so on a r e  b e i n g  e x p l o i t e d  b y  the USSR t o d a y  
tha t  w e r e n ' t  known a t  a l l  o r  w e r e  on ly  v a g u e l y  known in  1928. 

One of the  t h ings  i s  tha t  the  Sovie t  G o v e r n m e n t  r e a l i z e d  e a r l y  tha t  
t h e r e  would  be  n e e d  to know as  m u c h  about  i t s  n a t u r a l  r e s o u r c e s  as  i t  
could .  And so,  b e g i n n i n g  about  1928, t ens  of t h o u s a n d s  of people  h a v e  
b e e n  s e n t  out  e ach  y e a r .  You h e a r  t a l k  about  the  u r a n i u m  r u s h  in  
C o l o r a d o .  The Sovie t  Un ion  h a s  s p o n s o r e d  e a c h  y e a r  j u s t  a g e n e r a l  
m i n e r a l s  r u s h .  The  R u s s i a n s  have  s e n t  s c h o o l  k ids ,  s t u d e n t s  on v a c a -  
t ion  f r o m  co l l ege ,  g e o l o g i s t s ,  a l l  k inds  of people ,  out a l l  o v e r  th~ coun -  
t r y .  T h e y  have  g iven  t h e m  v e r y  s i m p l e  i n s t r u c t i o n s :  " E v e r y  t i m e  you  
c o m e  to a d i f f e r e n t  k ind of rock ,  j u s t  ch ip  off a hunk,  m a r k  down e x -  
a c t l y  w h e r e  you found it ,  and b r i n g  i t  home .  " If you  have  enough  thou-  
s a n d s  of peop le  doing tha t  thing,  you  a r e  go ing  to f ind  s o m e  r o c k s  tha t  
a r e  v e r y  i n t e r e s t i n g .  ,And th i s  i s  what  h a s  happened .  

Hence  one of the k e y  a s p e c t s  of t h i s  t r e m e n d o u s  e c o n o m i c  deve lop -  
m e n t  has  b e e n  tha t  the Sovie t  G o v e r n m e n t ' s  knowledge  of i t s  own n a t u r a l  
r e s o u r c e s  h a s  b e e n  g r e a t l y  m u l t i p l i e d .  R u s s i a  h a s  b e e n  found e v e n  
r i c h e r  in  b a s i c  m i n e r a l  w e a l t h  of m o s t  k inds  t han  anybody  had  e n v i '  
s i oned .  We have  e s t i m a t e d  in  a v e r y  rough  f a s h i o n  tha t  R u s s i a  i s  
r o u g h l y  as  r i c h  in m i n e r a l  wea l t h  as  we a r e  in  the U n i t e d  S t a t e s .  

You have  to add a s e c o n d  thing,  tha t  i s ,  the A m e r i c a n  n ,~ne ra l  
w e a l t h  h a s  b e e n  d e p l e t e d  m o r e  r a p i d l y  than  h a s  the  R u s s i a n  m i n e r a l  
wea l th .  We b e g a n  d e p l e t i n g  i t  r a p i d l y  m u c h  e a r l i e r  than  the R u s s i a n s  
did, and we a r e  s t i l l  d e p l e t i n g  ou r  m i n e r a l  w e a l t h  m u c h  m o r e  r a p i d l y  
t han  t h e y  a r e  dep l e t i ng  t h e i r s .  

And a t h i r d  th ing  tha t  a l s o  h a p p e n s  i s  th i s ,  and i t  i s  the one note  
of hope f o r  u s  in  the  s i t u a t i o n :  The  R u s s i a n s '  o r i g i n a l  d e v e l o p m e n t  of 
the  e c o n o m y ,  t h e i r  o r i g i n a l  i n d u s t r i a l  d e v e l o p m e n t ,  w e r e  b a s e d  upon 
the d e v e l o p m e n t  of w e s t e r n  R u s s i a ,  p a r t i c u l a r l y  the U k r a i n e ,  the  M o s -  
cow a r e a ,  and the L e n i n g r a d  a r e a .  As  a r e s u l t  t h e i r  b e s t  d e p o s i t s  of 
t h ings  l ike  oil ,  i r o n  ore ,  and c o a l  have  t a k e n  a t e r r i b l e  b e a t i n g .  So 
now one of the  key  p r o b l e m s  f o r  the Sovie t  G o v e r n m e n t  i s  tha t  the old 
i n d u s t r i a l  a r e a s ,  the ones  which  got f i r s t  p r i o r i t y ,  and wh ich  once had  
v e r y  r i c h  depos i t s  of i r o n  o re ,  say ,  in  the Done t s  B a s i n  and at 
M a g n i t o g o r s k ,  a r e  now g r e a t l y  r e d u c e d .  W h e r e  M a g n i t o g o r s k  u s e d  to 
t h r o w  a s ide  a n y t h i n g  tha t  d idn ' t  have  60 p e r c e n t  of i r o n  con ten t ,  t oday  
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i t  i s  u s i n g  o r e  wi th  35 p e r c e n t  i r o n  c o n t e n t  and  is  d a r n e d  g l ad  to get  
i t .  The oi l  r e s o u r c e s  a t  Baku  have  b e e n  e x p l o i t e d  for  t h r e e - q u a r t e r s  
of a c e n t u r y .  Baku  once  s u p p l i e d  80 p e r c e n t  of Sovie t  oil .  I t  was  
though  to be  an i n e x h a u s t i b l e  r e s e r v o i r .  Baku  e v e n  in  1954 d i d n ' t  c o m e  
a n y w h e r e  n e a r  a p p r o a c h i n g  i t s  p r e w a r  high;  and it  i s  s h o w i n g  s u c h  s i g n s  
of e x h a u s t i o n  now that  the  Sovie t  G o v e r n m e n t  has  a n n o u n c e d  tha t  i t  
w i l l  no l o n g e r  t r y  to i n c r e a s e  the Baku  p r o d u c t i o n .  I t  is  go ing  to t r y  
to keep  the  B a k u  p r o d u c t i o n  s t a b l e .  And e v e n  to do that ,  it ha s  to d r i l l  
u n d e r  the C a s p i a n  Sea;  and  it  i s  m o r e  e x p e n s i v e  to d r i l l  fo r  o i l  u n d e r  
w a t e r  t han  to d r i l l  on d r y  land .  

What  I a m  t r y i n g  to s a y  is  tha t  the Sovie t  G o v e r n m e n t  a p p e a r s  to 
be  f a c e d  w i th  the e c o n o m i c  p r o b l e m  of r e l o c a t i o n  of i n d u s t r y ,  b e c a u s e  
ha l f  of i t s  old i n d u s t r y  i s  l o c a t e d  in  a r e a s  w h e r e  the r e s o u r c e s  have  
b e e n  b a d l y  d e p l e t e d .  Al l  the new,  r i c h ,  v i r t u a l l y  u n t o u c h e d  r e s o u r c e s  
a r e  out  t h e r e  in  S i b e r i a ,  a r o u n d  L a k e  B a i k a l  and the A m u r  R i v e r .  The  
t r o u b l e  i s  tha t  t h e r e  i s  no one l i v ing  a r o u n d  L a k e  B a i k a l  and  the A m u r  
R i v e r - - n o b o d y  in  c o m p a r a t i v e  t e r m s .  So now the R u s s i a n s  not  on ly  
have  to go t h r o u g h  that  p r o c e s s  a g a i n  of m o v i n g  peop l e  t h o u s a n d s  of 
m i l e s ,  but  t h e y  have  to b u i l d  g r e a t  new c i t i e s  and  new r a i l r o a d s .  It is 
a v e r y  d i f f i cu l t  p r o b l e m .  

Wel l ,  I t h ink  we have  c o v e r e d  so  f a r  the c a p i t a l  a s p e c t s  of the 
Sovie t  e c o n o m y ,  the  i n d u s t r i a l  and  l a b o r  a s p e c t s ,  and the n a t u r a l  r e -  
s o u r c e s  a s p e c t s .  We m a y  v e r y  r e a l i s t i c a l l y  ask :  How m u c h  l o n g e r  a r e  
the R u s s i a n s  l i k e l y  to go on d e v e l o p i n g  so r a p i d l y ?  Wel l ,  it  i s  a v e r y  
d i f f i cu l t  q u e s t i o n  to a n s w e r .  You w i l l  p r o b a b l y  ge t  as  m a n y  a n s w e r s  
as  peop l e  you a sk .  Al l  I c a n  do i s  to t r y  to give you m y  own v i e w  on the 
th ing .  If I a m  wrong ,  we l l ,  you pay  y o u r  m o n e y  and t ake  y o u r  c h o i c e .  

I t h ink  t h e i r  d e v e l o p m e n t  i s  go ing  to s low down s o m e w h a t .  I t  i s  
r a t h e r  i n t e r e s t i n g ,  f o r  e x a m p l e ,  tha t  i t  ha s  b e e n  a n n o u n c e d  fo r  1955, 
a s  t h e i r  p l a n n e d  t a r g e t ,  an  i n c r e a s e  in i n d u s t r i a l  p r o d u c t i o n  of on ly  a 
l i t t l e  o v e r  9 p e r c e n t .  F r o m  1947 to 1954, h o w e v e r ,  t h e y  have  b e e n  
c l a i m i n g  at l e a s t - - I  don ' t  wan t  to s a y  a n y t h i n g  h e r e  about  the  c o m p l e x  
p r o b l e m  of R u s s i a n  s t a t i s t i c s ;  so  l e t ' s  j u s t  a c c e p t  t h e i r  w o r d  f o r  i t - -  
p r o d u c t i o n  i n c r e a s e s  of 12 o r  13 to 26 p e r c e n t  a y e a r .  In o t h e r  w o r d s  
i t  looks  a s  if t h e y  a r e  r u n n i n g  into  s o m e  of the  p r o b l e m s  tha t  you get  
w i th  d e p l e t i o n  of r e s o u r c e s .  R u s s i a n  c i t i e s  have  b e c o m e  so j a m m e d  up 
tha t  you c a n ' t  put  m a n y  m o r e  peop le  in t h e m .  A l s o  a g r i c u l t u r a l  p r o -  
d u c t i o n  i s  a l r e a d y  so  e x t r e m e l y  l i m i t e d  tha t  t hey  c a n ' t  m o v e  m a n y  
p e o p l e  out  of a g r i c u l t u r e .  The  R u s s i a n s  p r o b a b l y  wi l l  have  to m o v e  
peop le  in to  the  f a r m s  if t h e y  don ' t  wan t  t h e m  to s t a r v e .  So s o m e  of the 
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p r o b l e m s  a r e  b e g i n n i n g  to c a t c h  up wi th  t h e m .  T h e i r  r a t e  of i n c r e a s e ,  
I a m  c o n v i n c e d ,  i s  s l o w i n g  down. 

Wel l ,  th i s  r e p r e s e n t s  m y  th ink ing  as  of about  1950, when  I w r o t e  
m y  book.  It  s t i l l  o v e r w h e l m i n g l y  r e p r e s e n t s  m y  th ink ing  now. But  
a c o u p l e  of new a n g l e s  have  b e e n  i n t r o d u c e d  in  the  p a s t  f ive  y e a r s .  So 
ju s t  to add  to the g e n e r a l  d i squ ie t ,  I would  l ike  to s ay  tha t  I a m  not  so  
s u r e  tha t  f o r  the  long r u n  t hey  a r e  r e a l l y  going to s low down v e r y  
a p p r e c i a b l y .  I m i g h t  add  tha t  the  9 p e r c e n t  i n d u s t r i a l  g r o w t h  p l a n n e d  
f o r  1955 i s  s t i l l  f a r  above  the A m e r i c a n  r a t e .  

What  a r e  s o m e  of the  p o s s i b i l i t i e s  tha t  a r e  open  to the  R u s s i a n s ?  
F o r  one thing,  t h e r e  i s  a u t o m a t i o n .  My f r i e n d s  who a r e  in  the  a u t o m a -  
t ion  b u s i n e s s  t e l l  m e  that  a u t o m a t i o n  i s  go ing  to t h r o w  a l l  e c o n o m i c s  
in to  a c o c k e d  ha t .  You have  to c o m p a r e  wha t  t h e y  a r e  do ing  now wi th  
wha t  a u t o m a t i o n  c a n  do to t h e i r  p r o d u c t i v i t y .  The  R u s s i a n s  r e a d  e v e r y -  
t h ing  we w r i t e  on the s u b j e c t .  T h e y  have  lo ts  of peop l e  s t u d y i n g  a l l  
t h i s .  So one p o s s i b i l i t y  is tha t  th i s  a u t o m a t i o n  r e v o l u t i o n ,  w h i c h  i s  j u s t  
b e g i n n i n g ,  m a y  p r o d u c e  a new u p s u r g e  in the  Sovie t  e c o n o m y  and so lve  
t h e i r  l a b o r  p r o b l e m s  f o r  t h e m .  I don ' t  know. But  i t  i s  a p o s s i b i l i t y .  

A s e c o n d  p o s s i b i l i t y ,  in  t h e o r y ,  is  th i s :  What about  i n d u s t r y  u s i n g  
a t o m i c  e n e r g y ?  I don ' t  m e a n  jus t  the  a t o m i c  bomb  p a r t ,  but  the  r a d i o -  
i s o t o p e s  and the o t h e r  a n g l e s  of th is  m a t t e r .  

What  I a m  s a y i n g  i s  tha t  I th ink  h u m a n i t y  i s  now on the t h r e s h o l d ,  
o r  p e r h a p s  j u s t  s t e p p i n g  o v e r  the t h r e s h o l d ,  of two of the  g r e a t e s t  i n -  
d u s t r i a l  r e v o l u t i o n s  in h u m a n  h i s t o r y - - t h e  a u t o m a t i o n  r e v o l u t i o n  and  
the  a t o m i c  r e v o l u t i o n .  The  m i n u t e  you r e a l i z e  tha t ,  you b e c o m e  v e r y  
c a u t i o u s  about  wha t  i s  go ing  to h a p p e n  in  the f u t u r e  in an e c o n o m y  w h i c h  
i s  as  c o g n i z a n t  of t h e s e  r ~ v o l u t i o n s  as  the Sovie t  e c o n o m y  i s ,  and w h i c h  
i s  d e t e r m i n e d ,  as  i s  the Sovie t  e c o n o m y ,  to t ake  fu l l  a d v a n t a g e  of t h e s e  
r e v o l u t i o n s  fo r  i t s  own p u r p o s e s .  And so  I a m  a lot  l e s s  happy  than  I 
w a s  in  1950 and a lot  l e s s  s u r e  that  we c a n  a s s u m e  tha t  the Sovie t  p r o -  
s p e c t i v e  i n d u s t r i a l  g r o w t h  is  going to c o n t i n u e  to go down. It  m a y  t u r n  
up a g a i n  b e c a u s e  of th i s  t e c h n i c a l  r e v o l u t i o n  tha t  i s  go ing  on. I don ' t  
know.  

F i n a l l y ,  I wou ld  Like to s a y  th i s :  The  m a i n  r e a s o n  why  the  Sovie t  
e c o n o m i c  d e v e l o p m e n t  i s  not  an  a r g u m e n t  f o r  c o m m u n i s m  i s  b e c a u s e  
of the t r e m e n d o u s  c o s t  in h u m a n  l i ve s ,  h u m a n  s u f f e r i n g ,  and Liber ty  
tha t  h a s  b e e n  r e q u i r e d  to p r o d u c e  th i s  f a n t a s t i c  and  f abu lous  and  s u c -  
c e s s f u l  e f fo r t .  
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While  the Sov ie t s  m a n a g e d  to p r o d u c e  the h y d r o g e n  bomb  a lot  
f a s t e r  than  we thought  t hey  would,  o r  o u r  i n t e l l i g e n c e  s a i d  t h e y  would ,  
t h i s  ha s  a l l  b e e n  done at  the p r i c e  of p r o d u c i n g  a p e o p l e  who a r e  e d u -  
ca t ed ,  so tha t  m a n y  of t h e m  c a n  now u n d e r s t a n d  what  i s  b e i n g  done  to 
t h e m .  T h e y  a r e  n o t  i g n o r a n t  p e a s a n t s  any  m o r e .  And, s e c o n d ,  t h e y  
a r e  people  who know d a r n  w e l l  t hey  a r e  g e t t i n g  m u c h  l e s s  in  c lo th ing ,  
food,  hous ing ,  and so  f o r t h  than t h e i r  e c o n o m y  is  c a p a b l e  of p r o d u c i n g  
if  t h o s e  w e r e  the  c h i e f  o b j e c t i v e s  of t h e i r  e c o n o m y .  So t h e r e  is  a m o -  
r a l e  p r o b l e m  in  the Sovie t  Union .  I get  the i m p r e s s i o n  tha t  e v e n  
K h r u s h c h e v  in the  l a s t  m o n t h s  has  b e e n  w o r r i e d .  He h a s  to keep  h i s  
a t t e n t i o n  c e n t e r e d  on h e a v y  i n d u s t r y ,  but  at the s a m e  t i m e  he has  to 
keep  h i s  peop le  at l e a s t  m i n i m a l l y  happy.  

I spen t  a l l  of y e s t e r d a y  r e a d i n g  the  Y a l t a  p a p e r s .  I n o t i c e d  th i s  
po in t  in the Y a l t a  p a p e r s - - t h a t  S ta l in  was  s ay ing :  "You have  to give 
the peop l e  s o m e t h i n g  if you want  t h e m  to go to w a r  a g a i n s t  J apan .  T h e y  
a r e  not  go ing  to go to w a r  a g a i n s t  J a p a n  u n l e s s  we have  g iven  t h e m  
s o m e t h i n g .  " Tha t  was  in 1945. I wou ld  s u g g e s t  tha t  M r .  K h r u s h c h e v  
is  w o r r i e d  abou t  tha t  s a m e  g e n e r a l  point .  You have  to give the peop l e  
s o m e t h i n g  if  you a r e  going to have  t h e m  p r o d u c e  the  goods  at  th i s  r a t e .  

T h a n k  you v e r y  m u c h .  

DR. C L E M :  Dr .  S c h w a r t z  is r e a d y  f o r  y o u r  q u e s t i o n s .  

QUESTION:  I w a s  r e a d i n g  s o m e  s t a t i s t i c s ,  w h i c h  I w o n ' t  a r g u e  
about ,  on the Sovie t  Union.  We have  b e e n  told  tha t  t h e r e  is  l i t e r a l l y  
no u n e m p l o y m e n t  t h e r e  excep t  c r i m i n a l s  and the m e n t a l l y  i n c o m p e t e n t ,  
and tha t  t h e i r  e c o n o m y  is  r u n n i n g  on a 48- o r  5 0 - h o u r  w e e k .  I wou ld  
l ike  you to c o m m e n t ,  if you wi l l ,  on th i s :  With tha t  type  of ful l  utiLi- 
z a t i on  of t h e i r  m a n p o w e r ,  and a l s o  the fac t  tha t  m o s t  of the w o m e n  who 
can  w o r k  a r e  now b e i n g  e m p l o y e d  in  i n d u s t r y  and a g r i c u l t u r e ,  What  is  
t h e i r  p o t e n t i a l  f o r  m o b i l i z a t i o n 7  

DR. SCHWARTZ:  Wel l ,  tha t  is  a h a r d  q u e s t i o n  to a n s w e r  j u s t  off 
the  cuff .  It  i s  s o m e t h i n g  I wou ld  p r e f e r  to s i t  down fo r  a coup l e  of days  
and th ink  about  and  le t  you know. But  I t h ink  I c a n  m a k e  one o r  two 
g e n e r a l  o b s e r v a t i o n s .  

One th ing  is  qui te  c l e a r - - t h i n k i n g  in o v e r a l l  t e r m s ,  t hey  a r e  c l o s e r  
to t h e i r  l i m i t  at  a n y  m o m e n t  t h a n w e  a r e .  We have  a r i c h ,  c o m f o r t -  
ab le ,  ~ and fat  e c o n o m y ,  wi th  lo ts  of peop le  who m i g h t  w o r k  in th i s  c o u n -  
t r y ,  who cou ld  w o r k  if we had  w a r ,  who jus t  don ' t  w o r k  b e c a u s e  t hey  
don ' t  have  to.  
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1 9 6 6  
T h e y  m a y  do o t h e r  t h ings .  My wife ,  f o r  e x a m p l e ,  r u n s  a r o u n d  

W e s t c h e s t e r  Coun ty  t r y i n g  to c o l l e c t  m o n e y  and  do th ings  f o r  peop l e  
who a r e  s u f f e r i n g  wi th  a d i s e a s e  c a l l e d  m u l t i p l e  s c l e r o s i s .  It  i s  a v e r y  
w o r t h w h i l e  a c t i v i t y ,  but in c a s e  of a p inch  she  c o u l d  be  in a f a c t o r y  
Line m a k i n g  s o m e t h i n g .  T h e r e  a r e  lo t s  of peop le  Like that ,  

A l so  we n o r m a l l y  do not  w o r k  48 h o u r s .  We have  s e v e r a l  m i l l i o n  
peop le  e m p l o y e d  who a r e  not  e v e n  w o r k i n g  40 h o u r s .  We c o u l d  s h o v e  
the w o r k w e e k  up to 48 h o u r s .  

So t h e r e  is  a m u c h  g r e a t e r  p o t e n t i a l  of o v e r a l l  e x p a n s i o n  in the  
A m e r i c a n  e c o n o m y  than  in the Sovie t  e c o n o m y .  But  I wou ld  l ike  to 
m a k e  th i s  poin t  h e r e :  In  t i m e  of p inch  the Sovie t  Un ion  wou ld  put e v e r y -  
body  to w o r k  who cou ld  work .  In W o r l d  W a r  II the R u s s i a n s  took  p r a c -  
t i c a l l y  e v e r y b o d y ,  b e g i n n i n g  at age 12 o r  13. T h e y  put  e v e r y b o d y  to 
w o r k .  T h e y  d idn ' t  put t h e m  to w o r k  fo r  48 h o u r s ;  t hey  put  t h e m  to w o r k  
fo r  60 h o u r s .  

So I t h ink  t h e r e  a r e  t hose  two p a r t s  to the a n s w e r .  One is ,  t h e y  
a r e  c l o s e r  to the Hmi t  of t h e i r  e c o n o m i c  p o t e n t i a l  than  we a r e ,  be -  
c a u s e  t hey  a r e  a l w a y s  w o r k i n g  u n d e r  f o r c e d  d r a f t .  Second ,  t hey  do 
have  s o m e  r o o m  fo r  expans ion ,  b e c a u s e  in t i m e  of w a r  t hey  put a b s o -  
l u t e l y  e v e r y b o d y  to work ,  i n c l u d i n g  kids and m e n  of 80 o r  90, w o m e n  
wi th  f o u r  k ids ,  and so on. 

I don ' t  b e l i e v e  I have  a n s w e r e d  y o u r  q u e s t i o n  ful ly ,  but  I have  g i v e n  
p a r t  of the a n s w e r .  

QUESTION:  F o l l o w i n g  W o r l d  W a r  II R u s s i a  c a r r i e d  on a r a t h e r  
r u t h l e s s  p o l i c y  of r e p a r a t i o n s  in the way  of c a p i t a l  goods .  To wha t  ex-  
t en t  do you f e e l  th is  c o n t r i b u t e d  to t h e i r  r e c o v e r y ?  

DR. SCHWARTZ:  I am g lad  you a s k e d  tha t  ques t i on ,  b e c a u s e  i t  
d id  p lay  a r o l e  in t h e i r  r e c o v e r y .  You s ee ,  one of the f a n t a s t i c  t h i n g s  
about  t h e i r  v e r y  r a p i d  p r o g r e s s  d u r i n g  the t h i r t i e s  was  that  it was  
a c c o m p l i s h e d  e n t i r e l y  out of i n d i g e n o u s  c a p i t a l .  T h e y  s q u e e z e d  the  
c a p i t a l  out of t h e i r  own peop le .  T h e y  got v e r y  Little c a p i t a l  f r o m  the 
o u t s i d e  w o r l d .  D u r i n g  W o r l d  W a r  II they  got  s o m e  c a p i t a l  f r o m  the  
U n i t e d  S ta te s  and G r e a t  B r i t a i n  u n d e r  L e n d  L e a s e .  It was  r a t h e r  in -  
t e r e s t i n g  in r e a d i n g  the Y a l t a  m e m o r a n d u m  y e s t e r d a y  to s ee  tha t  S ta l in  
in 1945 w a s  t o a s t i n g  L e n d - L e a s e ' s  g r e a t  c o n t r i b u t i o n .  It w a s n ' t  j u s t  
t h ings  f o r  the a r m y .  It was  a l s o  m a c h i n e r y  and th ings  fo r  the c i v i l i a n  
economy. 
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On r e p a r a t i o n s  i t  i s  v e r y  d i f f i cu l t  to f i g u r e  the to ta l ,  b e c a u s e  the  
R u s s i a n s  have  not  e x a c t l y  b e e n  anx ious  to p r o c l a i m  to the w o r l d  to 
wha t  ex ten t  t h e y  r o b b e d  C z e c h o s l o v a k i a ,  M a n c h u r i a ,  and G e r m a n y .  
The  e s t i m a t e s  I have  s e e n  have  b e e n  s o m e t h i n g  on th is  o r d e r  of m a g n i -  
tude ,  v e r y  r e l a t i v e :  T h e y  m a y  have  t a k e n  10 b i l l i o n  d o l l a r s  o r  m o r e  
of e q u i p m e n t ,  r a w  m a t e r i a l s ,  and  l i v e s t o c k  out of the o c c u p i e d  a r e a s .  
I t  m i g h t  have  b e e n  15 b i l l i on  o r  it  m i g h t  have  b e e n  8 b i l l i on ,  bu t  10 
b i l l i o n  is  s o m e w h e r e  n e a r .  

Tha t  s u m  of 10 b i l l i o n  d o l l a r s  i s  the v a l u e  of the  m a t e r i a l  in  the 
o r i g i n a l  l oca t ion ,  in s i tu .  In  m o v i n g  th i s  s tuff ,  p a r t  of the  v a l u e  w a s  
los t .  I w i l l  n e v e r  f o r g e t  the day  in  1945 w h e n  I was  r i d i n g  a r o u n d  in  a 
j e ep  in  B e r l i n  n e a r  w h e r e  the  Sovie t  c o m m a n d  had  i t s  h e a d q u a r t e r s .  
I p a s s e d  by  the r a i l r o a d  l ine ;  and fo r  s e v e r a l  m i l e s  a long  the r a i l r o a d  
l ine  on bo th  s i d e s  s tood  a l l  k inds  of m a c h i n e r y ,  s i t t i ng  t h e r e  out  in  the  
open,  u n d e r  the sun  and  open  to the r a i n ,  wind,  dust ,  and  so on. WeLl, 
by  the t i m e  tha t  m a c h i n e r y  got to R u s s i a ,  I a m  s u r e  it  h a d  lo s t  m u c h  of 
i t s  o r i g i n a l  v a l u e .  

I t a l k e d  wi th  s o m e  G e r m a n s  who w e r e  f o r c e d  to " v o l u n t e e r "  to he lp  
m o v e  th i s  m a c h i n e r y .  T h e y  to ld  m e :  "Wel l ,  w h e n  we a r e  m o v i n g  th i s  
m a c h i n e r y ,  a lo t  of i t  is  awfu l ly  h e a v y  and  e v e r y  now and  then  we d rop  
i t  b y  a c c i d e n t .  " 

If  t h e y  took  10 b i l l i o n  d o l l a r s '  w o r t h  out,  i t  w a s n ' t  w o r t h  10 b i l l i o n  
d o l l a r s  by  the  t i m e  it  got to R u s s i a .  P r o b a b l y  i t  w a s  w o r t h  at  l e a s t  5 
b i l l i o n  d o l l a r s ,  though,  and p l a y e d  qui te  a s i g n i f i c a n t  r o l e - - t h e  f ac t  tha t  
t h e y  h a d  th i s  m a c h i n e r y  and r a w  m a t e r i a l  tha t  c o u l d  be  u s e d  to the  e x -  
t en t  i t  w a s  u s a b l e  by  the t i m e  i t  got to R u s s i a ,  tha t  c o u l d  be  put in to  
p l a c e .  

Of c o u r s e ,  the f u r t h e r  you go a w a y  f r o m  1945, the  l e s s  i m p o r t a n t  
d id  r e p a r a t i o n s  b e c o m e .  Bu t  i t  did have  v e r y  de f in i t e  i m p o r t a n c e ,  
p a r t i c u l a r l y  d u r i n g  the  p e r i o d  1946 to 1948. T o d a y  t h e s e  r e p a r a t i o n s  
a r e  i n f i n i t e s i m a l  in  t h e i r  e f f ec t .  But t hey  c e r t a i n l y  e n a b l e d  the R u s s i a n s  
to p r o g r e s s  m u c h  m o r e  r a p i d l y  in  the w a y  of r e c o v e r y  than  t h e y  w o u l d  
have  b e e n  able  to wi thou t  t h o s e  r e p a r a t i o n s .  

QUESTION:  We have  b e e n  e x p o s e d  to the J o i n t  E c o n o m i c  R e p o r t ,  
" T r e n d s  in E c o n o m i c  Growth ,  " a c o n g r e s s i o n a l  c o m m i t t e e  r e p o r t .  I 
w o n d e r  if you wou ld  c o m m e n t  on that ,  p a r t i c u l a r l y  on i ts  c o n c l u s i o n s ,  
w h i c h  a r e  s l i g h t l y  o p t i m i s t i c ,  i t  s e e m s  to m e .  
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DR. SCHWARTZ:  N o r m a l l y ,  I wou ld  h a v e  s o m e  i n h i b i t i o n s  about  
t a l k i n g  about  s o m e b o d y  e l s e ' s  w o r k ,  but  I h a p p e n  to have  t a l k e d  wi th  
one of the c h i e f  m o v e r s  of the t h i n g - - D r .  Sh lmkin .  He i s  go ing  to be  
h e r e ,  I b e l i e v e ,  nex t  week .  I to ld  h i m  wha t  I t h ink  of i t .  So I w i l l  
t e l l  you  what  I to ld  h im ,  and t hen  you c a n  a s k  h i m  q u e s t i o n s  if  you  w a n t  
to, and  quote  m e  b a c k  to h i m  and le t  h i m  t e l l  you h i s  s ide  of the s t o r y .  

One h a s  to d i s t i n g u i s h ,  it  s e e m s  to m e ,  b e t w e e n  two t h i n g s :  One,  
wha t  the  m a n  o r  the  g r o u p  a c t u a l l y  s a y s ;  and,  s e c o n d ,  what  the pub l ic  
i s  l ed  to b e l i e v e .  Now, m o s t  of the n e w s  s t o r i e s  I h a v e  s e e n  about  tha t  
r e p o r t ,  p a r t i c u l a r l y  the  c o n c l u s i o n s  of tha t  r e p o r t ,  t e n d e d  to e m p h a s i z e  
the r o s y  c o n c l u s i o n s  tha t  we w e r e  a w a y  a h e a d  of the R u s s i a n s  a n d  w i l l  
c o n t i n u e  to be away  a h e a d  of t h e m .  I t h ink  tha t  one r e a d i n g  the n e w s  
s t o r i e s  t e n d e d  to  end  up wi th  the g e n e r a l  i d e a  tha t  a l l  i s  w e l l  w i th  the  
w o r l d ,  and  tha t  we have  the b e s t  of a l l  p o s s i b l e  w o r l d s .  I don ' t  t h ink  
tha t  i s  t r u e .  I don ' t  th ink  a l l  i s  w e l l  by  any  m e a n s ,  o r  tha t  t h i s  i s  the  
b e s t  of a l l  p o s s i b l e  w o r l d s  by any  m e a n s ,  

Wel l ,  I t h ink  D r .  S b i m k i n  v e r y  c o r r e c t l y  w o u l d  poin t  out,  a s  he 
p o i n t e d  out to me ,  and as I would  a g r e e ,  tha t  t h e r e  w e r e  a c o u p l e  of 
f u n d a m e n t a l  p r o b l e m s  in  p r e p a r i n g  th i s  r e p o r t .  H o w e v e r ,  if  I had  b e e n  
doing  it, I wou ld  have  done it d i f f e r e n t l y .  I wou ld  not  have  c o m e  out 
wi th  qui te  the s a m e  c o n c l u s i o n s  tha t  t hey  did .  

As a m a t t e r  of fac t ,  t h e r e  a r e  s o m e  n o n r o s y  c o n c l u s i o n s  b u r i e d  in  
the r e p o r t ,  if you c a n  f ind t h e m .  F o r  one thing,  I don ' t  t h i n k  t h e y  took  
a d e q u a t e  a c c o u n t  of the f ac t  tha t  you c a n ' t  j u s t  c o m p u t e  the  r a t e  by  s a y -  
ing  tha t  f r o m  1928 to 1953 the  R u s s i a n s  did th i s ,  and  then  p r o j e c t  i t .  
You have  to t ake  a c c o u n t  of the f ac t  tha t  W o r l d  W a r  H c a m e  and  the  
R u s s i a n s  had  a t e r r i b l e  s e t b a c k .  You have  to t ake  a c c o u n t  of a l l  tha t  
s o r t  of th ing ,  and the fac t  tha t  t h e i r  ga ins  m i g h t  have  b e e n  m u c h  g r e a t e r  
wi thou t  W o r l d  W a r  II.  

Second ,  tha t  r e p o r t ,  I don ' t  t h ink  took  a d e q u a t e l y  in to  a c c o u n t  t h i s  
v e r y  i m p o r t a n t  fac t :  Tha t  the R u s s i a n  e c o n o m y  by  i ts  n a t u r e ,  i f  i t s  
p a c e  is  u n c h a l l e n g e d ,  i s  going to keep  on go ing  up.  E v e r y  y e a r  i s  go ing  
to be  b e t t e r  t han  l a s t  y e a r .  E a c h  y e a r  s e t s  new i n d u s t r i a l  p r o d u c t i o n  
r e c o r d s .  

Bu t  the A m e r i c a n  e c o n o m y  i s  not  l ike  that .  N e i t h e r  i s  the E n g l i s h ,  
n o r  the w e s t e r n  E u r o p e a n  e c o n o m i e s .  L a s t  y e a r  we w e r e  a l m o s t  10 
p e r c e n t  b e l o w  the i n d u s t r i a l  p r o d u c t i o n  o b t a i n e d  in 1953. It  i s  c o n -  
c e i v a b l e  that  t h e r e  m a y  be  e v e n  w o r s e  r e c e s s i o n s .  
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You c a n ' t  s a y  tha t  the  A m e r i c a n  e c o n o m y  i n c r e a s e s  e v e r y  y e a r  
b y  X p e r c e n t  and  the R u s s i a n  e c o n o m y  i n c r e a s e s  b y  Y p e r c e n t .  The  
A m e r i c a n  e c o n o m y  i s  a m u c h  m o r e  v a r i a b l e  e c o n o m y ,  u n l e s s  o u r  
G o v e r n m e n t  c h a n g e s  i t s  p o l i c i e s  and  s e e s  to i t  tha t  we i n c r e a s e  o u r  
p r o d u c t i o n  e v e r y  y e a r .  But  in do ing  tha t  we m a y  not be  b a l a n c i n g  the 
budge t ,  and  the P r e s i d e n t  and  S e c r e t a r y  H u m p h r e y  have  s o m e  s t r o n g  
i d e a s  about  b a l a n c i n g  the budge t .  

T h i r d - - a n d  th i s  i s  p e r h a p s  the p a r t  of the r e p o r t  tha t  d i s q u i e t s  m e  
m o s t - - t h e  w a y  the  news  s t o r i e s  w e r e  w r i t t e n ,  I a m  s u r e  the  o r d i n a r y  
e v e n  i n t e l l i g e n t  c i t i z e n ,  if he w a n t e d  to m a k e  a r e a l  c o m p a r i s o n  b e t w e e n  
the C o m m u n i s t  s ide  and o u r  s i d e ,  wou ld  have  s e e n  tha t  t hey  lef t  out a 
v e r y  i m p o r t a n t  f a c t o r .  T h e y  lef t  out C o m m u n i s t  Ch ina .  I a s k e d  Dr .  
Sh imkin ,  "Why did you l e a v e  out C o m m u n i s t  C h i n a ? "  He sa id ,  "We 
d idn ' t  h a v e  a n y b o d y  a r o u n d  to a s k  about  i t ,  and  we had  to get  th i s  r e p o r t  
out in  a h u r r y .  " 

You know tha t  C o m m u n i s t  C h i n a  is  a new s o u r c e  of po t en t i a l .  I t  i s  
t r u e  tha t  t oday  wi th  a p r o d u c t i o n  of 2 m i l l i o n  tons  of s t e e l ,  i t  p r o b a b l y  
has  l e s s  i n d u s t r i a l  p r o d u c t i o n  o v e r a l l  than  a c o u n t r y  l ike  B e l g i u m  o r  
the N e t h e r l a n d s - - v e r y  s m a l l .  But  the p o t e n t i a l s  in  C o m m u n i s t  Ch ina ,  
c e r t a i n l y  the  d e s i r e s  of the C h i n e s e  C o m m u n i s t  l e a d e r s ,  a r e  bound-  
l e s s .  And if C o m m u n i s t  C h i n a  has  15, 20, o r  25 y e a r s  to g row,  as  
the  R u s s i a n s  did in  the t h i r t i e s ,  o r  have  had  s i n c e  1946, C o m m u n i s t  
C h i n a  i s  go ing  to be  a d a r n e d  i m p o r t a n t  e l e m e n t  in the w o r l d  e c o n o m i c  
s i t u a t i o n .  In c a s e  of a n e w  w o r l d  w a r  in, say ,  1970, I don ' t  s e e  how 
you  c a n  l e a v e  C o m m u n i s t  C h i n a  out of t h i s  r e p o r t  if you  wan t  the  r e -  
p o r t  to be  m e a n i n g f u l .  

So l e t  u s  put  i t  th is  w a y  to s u m  u p - - I  t h i n k  the b a s i c  f au l t s  of the  
r e p o r t  a r e :  One,  i t  w a s  done in too m u c h  h a s t e .  Tha t  i s  j u s t  the way  
C o n g r e s s  a c t s .  C o n g r e s s  d o e s n ' t  pay  any  a t t e n t i o n  to s o m e t h i n g  fo r  
a l ong  t i m e ,  and  t hen  s u d d e n l y  w a n t s  a r e p o r t  on i t  y e s t e r d a y .  :dy  
s y m p a t h y  goes  out  to the peop l e  who had  the  p r o b l e m  of p r e p a r i n g  th i s  
r e p o r t .  

Second ,  I d e t e c t  s o m e  e l e m e n t s  in it  tha t  s o m e b o d y  i n v o l v e d  in  
p r e p a r i n g  the  r e p o r t  w a s  a l i t t l e  b i t  w o r r i e d  tha t  if  he c a m e  up wi th  
t o o  r o s y  a p i c t u r e  of R u s s i a  a n d  too bad  a p i c t u r e  of us ,  S e n a t o r  
M c C a r t h y  m i g h t  be  a f t e r  h i m .  Maybe  tha t  i s  u n f a i r ,  but  I l ike  to s a y  
tha t  t h i s  i s  the f e e l i n g  I ge t .  Wel l ,  i f  we a r e  go ing  to c l o s e  o u r  e y e s  
to the t r u t h  b e c a u s e  of f e a r  tha t  s o m e  b ig  bad  wolf  f r o m  W i s c o n s i n  
m a y  be  a f t e r  u s ,  t hen  we a r e  r e a l l y  los t .  
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Thi rd ,  I t h ink  it i s  s i m p l y  i n e x c u s a b l e  tha t  t hey  d idn ' t  d i s c u s s  
the  p o t e n t i a l  of C o m m u n i s t  China .  The U n i t e d  Sta tes  G o v e r n m e n t  
c e r t a i n l y  has  any  n u m b e r  of peop le  who a r e  c o m p e t e n t  to d i s c u s s  and  
w r i t e  about the e c o n o m i c  p o t e n t i a l  of C o m m u n i s t  Ch ina  and  w h e r e  it 
m a y b e  by  1970 or  1980. 

I wro t e  an e d i t o r i a l  on th is  in  "The  New Y o r k  T i m e s ,  " and I 
a p p r o x i m a t e l y  s a id  th i s :  "We a r e  g lad  to s e e  th i s  r e p o r t ,  b e c a u s e  i t  
i s  about a s u b j e c t  that  n e e d s  d i s c u s s i n g ;  but  th i s  r e p o r t  shou ld  be con -  
s i d e r e d  as only  the b e g i n n i n g  of the d i s c u s s i o n .  We n e e d  m o r e  d i s -  
c u s s i o n ,  and  in p a r t i c u l a r  we have  got to i nc lude  C o m m u n i s t  Ch ina  in  
the  ca l c u l a t i on .  " 

T h e n  t h e r e  is  the publ ic  r e l a t i o n s  a s p e c t  of th is  r e p o r t .  In p a r t  
the r e p o r t e r s  w e r e  r e s p o n s i b l e ,  b e c a u s e  of the way t h e y  i n t e r p r e t e d  
what  was  sa id  by  Dr.  Sh imk in  and h is  co l l eag t / e s .  But the public  r e -  
l a t i ons  a s p e c t  of the r e p o r t ,  in m y  opinion,  was  u n f o r t u n a t e .  

QUESTION: We have  b e e n  to ld  tha t  the d e v e l o p m e n t  of t r a n s p o r -  
t a t i on  and  c o m m u n i c a t i o n  p l ays  an  i m p o r t a n t  p a r t  in ou r  own e c o n o m y .  
Would you c o m m e n t  on what  i t  has  done to the R u s s i a n  e c o n o m y  d u r i n g  
th is  p e r i o d 7  

DR.  SCHWARTZ: C e r t a i n l y  t r a n s p o r t a t i o n  and c o m m u n i c a t i o n  a r e  
bo th  e x t r e m e l y  i m p o r t a n t .  Le t  m e  say  th is :  The  Sovie t  p h i l o s o p h y  o r  
a t t i tude  t o w a r d  t h e s e  two s e r v i c e s  wh ich  is  what  t hey  a r e ,  has  b e e n  
what  you m i g h t  e x p e c t - - t o  give v e r y  t e r r i f i c  focus  upon  the p r o d u c t i o n  
of c o m m o d i t i e s ,  p a r t i c u l a r l y  h e a v y  i n d u s t r i a l  c o m m o d i t i e s .  T h e i r  
whole  p h i l o s o p h y  has  been :  "Give  t r a n s p o r t a t i o n  as  l i t t l e  as  you can  
ge t  away  with.  " The r e s u l t  has  b e e n  that  the Sovie t  r a i l w a y  s y s t e m  is  
by  f a r  the  m o s t  o v e r l o a d e d  t r a n s p o r t a t i o n  s y s t e m  in the  w o r l d .  

I have  f o r g o t t e n  what  the f i g u r e s  a r e .  T h e r e  is  s o m e t h i n g  in  m y  
book  about  i t .  But  I have  the f e e l i n g - - I  m i g h t  not  be  able  to p r o v e  it, 
but  the g e n e r a l  i m p r e s s i o n  is  not  w r o n g - - t h a t  on the  a v e r a g e ,  i n  the  
m o s t  h e a v i l y  t r a v e l e d  key  p o r t i o n s  of the  Sovie t  r a i l r o a d  n e t w o r k - -  a n d  
that  a c c o u n t s  fo r  85 p e r c e n t  of the t o t a l - - t h e  f r e i g h t  m i l e a g e  p e r  m i l e  
of t r a c k i s  10 to 20 o r  30 t i m e s  what  i t  i s  in  the  U n i t e d  S ta tes .  A 
l eng th  of t r a c k  that  we would  c o n s i d e r  a h e a v i l y  t r a v e l e d  s t r e t c h ,  l ike  
the P h i l a d e l p h i a  to New Y o r k  l ine  of the P e n n s y l v a n i a  R a i l r o a d ,  in  
R u s s i a  would  be  c o n s i d e r e d  only  Little above a v e r a g e .  

The  R u s s i a n s  have  bu i l t  s o m e  new l ines ,  put in  b e t t e r  s w i t c h i n g  
a p p a r a t u s ,  and bu i l t  b e t t e r  l o c o m o t i v e s ;  but  it is  s t i l l  k ind of a c r e a k y  
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t r a n s p o r t a t i o n  s y s t e m ,  b e c a u s e  the R u s s i a n s  d idn ' t  f e e l  that  t r a n s p o r -  
t a t ion  c o n t r i b u t e d  any th ing  d i r e c t l y  a n d  t h e r e f o r e  t hey  n e g l e c t e d  it .  
So they  have  jus t  gone f r o m  c r i s i s  to c r i s i s .  

It i s  r a t h e r  a m a z i n g  what  t hey  have b e e n  able  to do wi th  the l i m i t e d  
i n v e s t m e n t  of r e s o u r c e s  in t r a n s p o r t a t i o n .  But I th ink  they  r e a l l y  a r e  
in  a s i t ua t i on  w h e r e  if  w a r  c a m e ,  they  would be v e r y  v u l n e r a b l e  f r o m  
the t r a n s p o r a t i o n  point  of v iew.  But  aga in  t h e r e  I r e f e r  b a c k  to the  
Y a l t a  s t a t e m e n t .  It was  v e r y  i n t e r e s t i n g  to me  to r e a d  that  S ta l in  was  
w o r r i e d  in  t a lk ing  about p r e p a r a t i o n  of t r a n s p o r t a t i o n  for  a w a r  wi th  
Japan ,  that  the  J a p a n e s e  m i g h t  be  ab le  to cut  the t r a n s - S i b e r i a n  r a i lway ,  
wh ich  was  the  only  f u l l - l e n g t h  M o s c o w - t o - V l a d i v o s t o k  r a i l r o a d .  Wel l ,  
I t h ink  we cou ld  v e r y  s e r i o u s l y  c r i p p l e  t h e i r  t r a n s p o r t  s y s t e m  in  t i m e  
of war ,  b e c a u s e  i t  is  o p e r a t i n g  so v e r y  c l o s e  to capac i ty ;  and, if any-  
th ing  goes  wrong ,  it wi l l  be a l l  fou led  up. 

In c o m m u n i c a t i o n s  they  don ' t  have  anyth ing  l ike  the  v e r y  e x t e n s i v e  
n e t w o r k  of t e l e p h o n i c  and t e l e g r a p h i c  c o m m u n i c a t i o n s  that  we have  
h e r e .  L a r g e  a r e a s  of the c o u n t r y  have  only r e c e n t l y ,  for  e x a m p l e ,  
go t t en  a t e l e p h o n e - - o n e  t e l e p h o n e  in  e a c h  f a r m  v i l l a g e .  But,  on the 
o t h e r  hand,  t h e y  do know the m o s t  m o d e r n  c o m m u n i c a t i o n s  t e c h n i q u e .  
T h e y  a r e  t r y i n g  to bu i ld  up t h e i r  c o m m u n i c a t i o n s  n e t w o r k .  I shou ld  
th ink  tha t  t hey  a r e  good enough  in  r a d i o  a n d - r e l a t e d  f i e l d s  so that  i t  
would  be m u c h  m o r e  di f f icul t  to d i s r u p t  t h e i r  c o m m u n i c a t i o n  s y s t e m  
than  t h e i r  t r a n s p o r t a t i o n  s y s t e m  in the even t  of war .  But the  g e n e r a l  
p h i l o s o p h y  that  t hey  have  had  s ays :  "Pu t  as l i t t l e  into t r a n s p o r t a t i o n  
and c o m m u n i c a t i o n  as  you can  ge t  away  with .  " 

QUESTION: In the U n i t e d  Sta tes  we b e l i e v e  that  ou r  d i v e r s i t y  in 
c o n s u m e r  goods  p r o d u c t i o n  g ives  us a b a s e  fo r  our  s t r e n g t h  in war .  
With  the  R u s s i a n  ph i l o sophy  do you th ink  it  l i k e l y  that  t hey  m i g h t  get  
t h i s  g i m m i c k  in to  t h e i r  s y s t e m  ? 

DR. SCHWARTZ:  Which  g i m m i c k ?  

QUESTION: The  g i m m i c k  of c o n s u m e r  goods  p r o d u c t i o n  in  th i s  
coun t ry ,  wh ich  c a u s e d  us  to deve lop  and expand  so m u c h  in W o r l d  War  
I and  W o r l d  War  H that  we w e r e  the a r s e n a l  of d e m o c r a c y ,  w e r e  able  
to p r o d u c e  so t r e m e n d o u s l y .  

DR. SCHWARTZ:  So f a r  at l e a s t  t h e r e  is  no s ign  that  t hey  a r e  
going  to do that ,  a l though  they  have  s o m e  p lans  to i n c r e a s e  t e l e v i s i o n  
p r o d u c t i o n  and r e f r i g e r a t o r s .  I would  say,  h o w e v e r ,  that  one of the 
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th ings  that  w o r r i e s  m e  is  the p o s s i b l e  a s s u m p t i o n  tha t  we m i g h t  in a 
t h i r d  w o r l d  w a r  be able  to have  the s a m e  happy  quie t  r e c o n v e r s i o n  
p e r i o d  to t u r n  our  a u t o m o b i l e  f a c t o r i e s  in to  t ank  f a c t o r i e s  and  so  fo r th .  
I n s t e a d  what  m i g h t  h a p p e n  is  tha t  we m i g h t  be  w i p e d  out the f i r s t  n igh t  
by  h y d r o g e n  b o m b s .  In o t h e r  w o r d s  o u r  r e a l  p r o b l e m  is  tha t  if w o r l d  
w a r  I l l  saw an a t o m i c  a t t a c k  on our  m a j o r  c i t i e s ,  we wou ld  not  have  
any c o n s u m e r  goods  i n d u s t r i e s  to r e c o n v e r t .  We wou ld  have  to f ight  
wi th  wha t  we had .  

Now, the  R u s s i a n s  have  fe l t  a l l  a long  tha t  t h e y  w e r e  so p o o r  and  
so  f a r  b e h i n d  tha t  t h e y  n e e d e d  to focus  d i r e c t l y  upon  d i r e c t  o r  i n d i r e c t  
m i l i t a r y  p r o d u c t i o n .  T h e i r  i d e a  of r e c o n v e r s i o n  i s  to sh i f t  f r o m  a 
t r a c t o r  f a c t o r y  to t anks  r a t h e r  t han  f r o m  the s t e e l  i n d u s t r y  to t a n k s .  
At the  m o m e n t ,  and f o r  qui te  a wh i l e  to c o m e ,  I w o u l d n ' t  a n t i c i p a t e  t h e i r  
t ak ing  v e r y  s e r i o u s l y  to the i d e a  of b u i l d i n g  d u r a b l e  goods  i n d u s t r i e s  
so  t h e y  cou ld  r e c o n v e r t  t h e m .  T o d a y  t h e y  a r e  not  p r o d u c i n g  m a n y  
t e l e v i s i o n  s e t s ;  t h e y  a r e  p r o d u c i n g  lo t s  of r a d a r .  

QUESTION:  If a f u t u r e  w a r  b e t w e e n  R u s s i a  and  the  U n i t e d  S ta te s  
s h o u l d  s t a r t  wi th  m a s s  d e s t r u c t i o n  of o u r  c i t i e s ,  i t  s e e m s  to m e  tha t  
the  s p e e d  wi th  wh ich  we r e h a b i l i t a t e  a f t e r  the  d e s t r u c t i o n  wou ld  b e  an  
i m p o r t a n t  f a c t o r .  What  advan t age ,  if any,  was  R u s s i a ' s  e x p e r i e n c e  
d u r i n g  W o r l d  W a r  II ~,m tha t  p h a s e  ? 

DR. SCHWARTZ:  The  R u s s i a n s  did a r e a l l y  r e m a r k a b l e  job in  
tha t  a f t e r  the G e r m a n  i n v a s i o n  in June  1941, t h e y  m o v e d  s o m e  1, 300 
l a r g e  f a c t o r i e s ,  and  s o m e  of the e q u i p m e n t  and the key  p e r s o n n e l  of 
t h o s e  f a c t o r i e s ,  f r o m  the w e s t e r n  a r e a  to v a r i o u s  p l a c e s  in the V o l g a  
v a l l e y ,  S i b e r i a ,  c e n t r a l  A s i a ,  and so on. 

As  f a r  as  r e p a i r  goes ,  yes ,  t hey  had  a t r e m e n d o u s  e x p e r i e n c e  in 
r e p a i r i n g  the d e v a s t a t e d  a r e a s  as  t h e i r  a r m i e s  m a r c h e d  b a c k  a g a i n  and 
r e o c c u p i e d  the d e v a s t a t e d  a r e a s .  

I would  s a y  tha t  one key  a d v a n t a g e  the R u s s i a n s  have  is  th i s :  T h e y  
a r e  p l ann ing  m u c h  m o r e  r e a l i s t i c a l l y ,  I th ink,  t han  we a r e  at t i m e s .  
T h e y  r e a l l y  have  b e e n  v e r y  b u s i l y  e n g a g e d  a l r e a d y  in the pas t  d e c a d e  
in  b u i l d i n g  up r e s e r v e s  of r a w  m a t e r i a l s  and  m a c h i n e s  and  spo t t i ng  t h e m  
a r o u n d .  T h e y  have  b e e n  a s s u m i n g  the w o r s t  and t r y i n g  to l ay  s t o r e s  
and  s u p p l i e s  away ,  so tha t  when,  as ,  and if the w o r s t  c o m e s ,  t hey  w i l l  
be r e a d y  to r e p a i r  t h ings .  Also ,  m y  i m p r e s s i o n  i s  tha t  t h e i r  s e c r e c y  
of l o c a t i o n  of p l an t s  and  t r a c k s  is  m u c h  b e t t e r  t han  o u r s .  So tha t  t h e r e  
is  the p r o b l e m  of, Would  we do as m u c h  d a m a g e  to t h e m  as t h e y  m i g h t  
do to us ? 
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I d o n ' t  know. The p r o s p e c t  of a r e a l  n u c l e a r  h o l o c a u s t  in w h i c h  

e v e r y b o d y  i s  going to le t  go wi th  a l l  15 b a r r e l s  i s  j u s t  s o m e t h i n g  so  
c o m p l e t e l y  f r i g h t e n i n g ,  so c o m p l e t e l y  f o r e i g n  to a n y t h i n g  the  h u m a n  
r a c e  h a s  e v e r  known b e f o r e ,  tha t  it  i s  d i f f i cu l t  to s a y  w h e t h e r  t h e r e  
w i l l  be  any  h u m a n  b e i n g s  lef t  a l i ve  a f t e r w a r d .  So in a s e n s e  i t  is  a l -  
m o s t  i m p o s s i b l e  to a n s w e r  th i s  a s s u m p t i o n  tha t  the w o r s t  w i l l  c o m e .  

My own f e e l i n g  i s  that ,  if I w e r e  p l a n n i n g  A m e r i c a n  m i l i t a r y  po l -  
i cy ,  I w o u l d  be  p l a n n i n g  tha t  you w o u l d  have  to c a r r y  on the  w a r  a f t e r  
the  i n i t i a l  n u c l e a r  s t r i k e  on the  b a s i s  of wha t  you  have  t h e n  and  t h e r e .  
So I w o u l d  m a k e  s u r e  I had  lo t s  t hen  and  t h e r e  a l r e a d y  p r o d u c e d  and  
s t o r e d  up a w a y  f r o m  the t a r g e t  a r e a s .  

QUESTION:  C o m i n g  b a c k  to o u r  a u t o m a t i o n ,  I w o n d e r  if you wou ld  
go a Little m o r e  in to  d e t a i l  on tha t .  You m e n t i o n e d  tha t  t h e r e  is  no s i gn  
a t  the m o m e n t  of any  i n c r e a s e  in c o n s u m e r  e x p e n d i t u r e s  o r  tha t  type  
of a c t i v i t y .  Ye t  a u t o m a t i o n  w o u l d  r e q u i r e  fo r  i t s  e f f e c t i v e  u s e  tha t  t h e y  
p r o d u c e  th ings  in  r e l a t i v e l y  l a r g e  bu lk .  

It  wou ld  s e e m  tha t  if a u t o m a t i o n  i s  to be  an e f f e c t i v e  c o n t r i b u t o r  
and  m a k e  s o m e  i m p a c t  on t h e i r  e c o n o m y ,  the R u s s i a n s  h a v e  two w a y s  
to go. One w o u l d  be  to p r o d u c e  m o r e  c o n s u m e r  goods .  The  o t h e r  
w o u l d  be  to p r o d u c e  m i l i t a r y  goods ,  in w h i c h  c a s e  you have  two p a t h s .  
One is  to p r o d u c e  t h e m  and not  u s e  t h e m ,  in w h i c h  c a s e  you s t o r e  t h e m  
away ;  and  the  o t h e r  i s  to p r o d u c e  t h e m  and u s e  t h e m .  If you  p r o d u c e d  
t h e m  in  l a r g e  quant i ty ,  t h e r e  wou ld  be  no s e n s e  in tha t  u n l e s s  you  do 
u s e  t h e m .  Would  you  c o m m e n t  on how you th ink  a u t o m a t i o n  is  go ing  to 
be  e f f e c t i v e l y  u s e d ?  

DR.  SCHWARTZ:  Wel l ,  I d idn ' t  c o m e  h e r e  to p o s e  as  a n  e x p e r t  
on a u t o m a t i o n ;  I a m  c e r t a i n l y  not  an  e x p e r t  on i t .  It  s e e m s  to m e  tha t  
t h i s  p r o b l e m  i s  l e s s  c o m p l e x  than  you i n d i c a t e - - n o t  f o r  the R u s s i a n s - -  
a u t o m a t i o n  i t s e l f  is  v e r y  c o m p l e x .  

A f t e r  a l l ,  the  R u s s i a n s  a r e  u s i n g  m a n y  m i l l i o n  of m a n y  d i f f e r e n t  
t h i n g s .  F o r  e x a m p l e ,  t hey  p r o d u c e  m i l l i o n s  of p a i r s  of pan t s ,  and on 
e a c h  p a i r  of pan t s  t h e y  wou ld  l ike  to have  a z i p p e r .  I know a l i t t l e  
p l an t  on Long  I s l a n d  tha t  h a s  two o r  t h r e e  m a c h i n e s ,  w h e r e  you push  
a bu t t on  and  out  c o m e  z i p p e r s .  I t  i s  the  m o s t  f a n t a s t i c  th ing  in  the 
w o r l d .  T h e y  p r o d u c e  t h e m  at about  o n e - f i f t h  the l a b o r  c o s t  of m a k i n g  
z i p p e r s  in  the  u s u a l  way .  
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I a m  t ak ing  the z i p p e r  s i m p l y  as  an i l l u s t r a t i o n .  T h e r e  a r e  lo t s  
of th ings  tha t  t h e y  m a k e  in l a r g e  q u a n t i t i e s  e v e r y  day  in  the y e a r .  
T h e r e  is  no r e a s o n  why they  c a n ' t  app ly  a u t o m a t i o n  to t h e m .  J u s t  t ake  
r a d i o  and r a d a r  c o m p o n e n t s .  T h e y  m u s t  m a k e  m i l l i o n s  of t h e m  f o r  
the A r m e d  F o r c e s  a lone .  T h i s  new a u t o m a t i o n  i n v o l v e s  the  u s e  of wha t  
you  migrLt c a l l  b u i l d i n g  b l o c s  of peop l e .  T h e y  c a n  ge t  a s  m u c h  a g a i n  
f r o m  a u t o m a t i o n  in  b u i l d i n g  r a d i o  s e t s  a s  we  can ,  b e c a u s e  t h e y  h a v e  the 
peop le .  

So I don ' t  t h ink  we s h o u l d  a s s u m e  tha t  b e c a u s e  the R u s s i a n s  don ' t  
p r o d u c e  a lot  of n o n m i l i t a r y  th ings ,  t hey  a r e  not  ab l e  to p r o d u c e  t h e m  
b y  a u t o m a t i o n .  T h e y  do p r o d u c e  a lot  of n o n m i l i t a r y  t h ings .  T h e y  
p r o d u c e  a lot  of p r o p a g a n d a  b o o k s .  Any th ing  tha t  m a k e s  the p r o d u c t i o n  
of b o o k s  m o r e  i n e x p e n s i v e  t h r o u g h  a u t o m a t i o n  wi l l  cu t  down the  c o s t  
in  the p r o p a g a n d a  f ie ld .  T h e y  p r o d u c e  lo ts  of t a n k s ,  o r  at  l e a s t  lo t s  
of c o m p o n e n t s  of t anks ,  tha t  c o u l d  be s e t  up in  an i n t e g r a t e d  l i ne  of 
m a c h i n e s  w h e r e  you p r e s s  a bu t ton  at  one end,  f e e d  m e t a l  in,  and  out 
c o m e s  a gadge t  at  the  o t h e r  end.  T h e r e  is  an o p p o r t u n i t y  f o r  a u t o m a t i o n .  
I c a n  t e l l  you,  the  R u s s i a n s  a r e  w o r k i n g  v e r y  h a r d  on i t .  

I w r o t e  an a r t i c l e  f o r  one of the a u t o m a t i o n  m a g a z i n e s  abou t  a y e a r  
ago,  and  in  i t  I was  ab le  to show tha t  the  R u s s i a n s  a r e  r i g h t  on t h e i r  
t oe s  and  have  done s o m e  th ings  in  s o m e  a r e a s  w h i c h  we h a v e n ' t  done .  
In a m o d e r n  e c o n o m y ,  a u t o m a t i o n  is  go ing  to cut  c o s t s  so  tha t  p r o d u c t i o n  
c a n  bu i ld  up v e r y  r a p i d l y .  

QUESTION:  We have  h e a r d  the a r g u m e n t  tha t  f o r  the e f f e c t i v e  u s e  
of  a u t o m a t i o n ,  i t  w o u l d  be  a l m o s t  n e c e s s a r y  to h a v e  a l a r g e  p r o d u c t i o n  
of c o n s u m e r  goods .  So it  s e e m s  i n e v i t a b l e  that ,  if  t h e y  i n t r o d u c e  a u t o -  
m a t i o n ,  t h e y  a r e  going to have  to p r o d u c e  m o r e  c o n s u m e r  goods .  

DR. SCHWARTZ:  Wel l ,  i t  m i g h t  be  tha t  t h e y  w i l l  b e c o m e  so  p r o -  
d u c t i v e ,  tha t  i s ,  in  t o t a l  of p r o d u c t i v i t y ,  in  a p e r i o d  of 10 y e a r s ,  t h e y  
wi l l  b e c o m e  so r i c h ,  tha t  t hey  c a n  have  both  guns  and  t e l e v i s i o n  s e t s .  
Wel l ,  now, if t hey  r e a c h  tha t  point ,  if they  get  e n o u g h  g u n s - - a n d  I a m  
u s i n g  the w o r d  " g u n s "  g e n e r i c a l l y  to m e a n  m i l i t a r y  goods  o v e r a L l - - t h e n  
it  m a y  w e l l  be  tha t  t hey  wi l l  p r o d u c e  m o r e  c o n s u m e r  goods .  But  f o r  
the i m m e d i a t e  f u t u r e  I s e e  a u t o m a t i o n  as  b e i n g  a p p l i e d  p r i m a r i l y  to 
h e a v y  i n d u s t r y ,  i n c r e a s i n g  the p r o d u c t i v i t y ,  t h e r e ,  and p e r h a p s  c o u n t e r -  
a c t i n g  s o m e  of the f o r c e s  w h i c h  o t h e r w i s e  t e n d  to s low down t h e i r  
e c o n o m i c  g rowth .  I don ' t  t h ink  t h e r e  is  r e a l l y  as  m u c h  d i f f e r e n c e  b e -  
t w e e n  u s  as  i t  sounds  at  p r e s e n t ;  and I t h i n k  tha t  in  a p e r i o d  of 10, 15, 
o r  25 y e a r s  f r o m  now t h e r e  w i l l  be  v e r y  l i t t l e .  
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DR. C L E M :  G e n t l e m e n ,  o u r  t i m e  h a s  mm out.  Dr .  S c h w a r t z  
we a l l  t hank  you f o r  y o u r  v e r y  c o m p r e h e n s i v e  c o v e r a g e  of a d i f f i cu l t  
s u b j e c t  and  the s t i m u l a t i n g  d i s c u s s i o n  w h i c h  we have  had .  

(13 A p r  1 9 5 5 - - 2 5 0 ) S / g m h  
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