
 -471 

COMMUNIST F O R E I G N  ECONOMIC O F F E N S I V E  

21 M a r c h  1961 

C O N T E N T S  

I N T R O D U C T I O N - - C a p t a i n  E d g a r  S. Powe l l ,  J r . ,  USN, M e m b e r  
of the  F a c u l t y ,  ICAF . . . . . . . . . . . . . . . . . . . . . . . . .  

S P E A K E R - - M r .  L e o n  M. H e r m a n ,  S p e c i a l i s t  in  Sovie t  E c o -  
n o m i c s ,  L e g i s l a t i v e  R e f e r e n c e  S e r v i c e ,  L i b r a r y  of 
C o n g r e s s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

G E N E R A L  DISCUSSION . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

P a g e  

1 

16 

NOTICE 

T h i s  i s  a t r a n s c r i p t  of m a t e r i a l  p r e s e n t e d  to the  r e s i d e n t  s t u d e n t s  
a t  the  I n d u s t r i a l  C o l l e g e  of the  A r m e d  F o r c e s .  As s u c h  it r e p r e s e n t s  
the  v i ews  of the  a u t h o r  and not n e c e s s a r i l y  t h o s e  of the  I n d u s t r i a l  
C o l l e g e  o r  the  D e p a r t m e n t  of D e f e n s e .  M e m b e r s  of the  C o l l e g e  m a y  
quo te  it  on ly  in s t uden t  r e p o r t s  o r  p u b l i c a t i o n s  for  u se  wi th in  the  
C o l l e g e .  O t h e r  p e r s o n s  m a y  not quote  o r  e x t r a c t  fo r  p u b l i c a t i o n ,  
r e p r o d u c e ,  o r  o t h e r w i s e  copy  th i s  m a t e r i a l  wi thout  s p e c i f i c  p e r m i s -  
s i on  f r o m  the  a u t h o r  and f r o m  the  C o m m a n d a n t ,  ICAF,  in e a c h  c a s e .  
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Mr.  Leon  M. H e r m a n ,  S p e c i a l i s t  in Sovie t  E c o n o m i c s ,  L e g i s l a t i v e  
R e f e r e n c e  S e r v i c e ,  L i b r a r y o f  C o n g r e s s ,  r e c e i v e d  h i s  A . B .  d e g r e e  
f r o m  Long  Is land U n i v e r s i t y  in 1932 and h is  M.A. d e g r e e  f r o m  the  
U n i v e r s i t y  of Ch icago  in 1935, w h e r e  he s p e c i a l i z e d  in  s t u d i e s  of  the  
Sovie t  a r e a .  He was  wi th  the  D e p a r t m e n t  of C o m m e r c e  f r o m  1942 to 
1957, at which  t i m e  he  lef t  h i s  p o s i t i o n  as  ch ie f  of U. S. S. R. s e c t i o n  to 
a s s u m e  h i s  c u r r e n t  job. In his  p r e s e n t  pos i t ion ,  Mr .  H e r m a n  s t u d i e s  
c u r r e n t  e c o n o m i c  d e v e l o p m e n t s  in the  U. S. S. R. wi th  p a r t i c u l a r  e m p h a -  
s i s  on t r a d e ,  f o r e i g n  e c o n o m i c  a c t i v i t i e s ,  and i n d u s t r i a l  po t en t i a l .  In 
1949 Mr.  H e r m a n  t r a n s l a t e d  P.  L y a s h c h e n k o ' s  "An E c o n o m i c  H i s t o r y  
of R u s s i a ,  " fo r  the  A m e r i c a n  Counc i l  of L e a r n e d  S o c i e t i e s .  In 1955 he 
c o n t r i b u t e d  the  c h a p t e r  on f o r e i g n  t r a d e  in G. B. de H u s z a r ' s  "Sovie t  
P o w e r  and P o l i c y .  " Some  of h i s  m o s t  r e c e n t  w r i t i n g s  i nc lude  " T h e  
Sharp  Edge  of Sovie t  F o r e i g n  Aid,  " "New L e a d e r ,  " F e b r u a r y  1960; 
"What  You'd Be Doing in R u s s i a ,  " " N a t i o n ' s  B u s i n e s s ,  " D e c e m b e r  1960; 
and "The  L a b o r  F o r c e ,  " in a s y m p o s i u m  en t i t l ed  " i n s i d e  the  Soviet  E c o n -  
omy,  " pub l i shed  in  the  " S a t u r d a y  Review,  " 21 J a n u a r y  1961. In the  
s u m m e r  of 1960, Mr.  H e r m a n  t r a v e l e d  t h r o u g h  the  Soviet  Union  fo r  a 
p e r i o d  of four  w e e k s  as  a m e m b e r  of an e c o n o m i c  g roup  s p o n s o r e d  by 
the  C . E . D .  The  g roup  t r a v e l e d  u n d e r  an  e x c h a n g e  a r r a n g e m e n t  b e t w e e n  
the  C. E . D .  and the  A c a d e m y  of S c i e n c e s  of the  U. S. S .R .  Th i s  is  h i s  
f i r s t  l e c t u r e  at the  I n d u s t r i a l  C o l l e g e .  
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C A P T A I N  P O W E L L :  An i m p o r t a n t  s e g m e n t  of o u r  s tudy  in e c o -  
n o m i c  c a p a b i l i t y  fo r  i n t e r n a t i o n a l  conf l i c t  i s  the  l e c t u r e  on " C o m m u n i s t  
F o r e i g n  E c o n o m i c  Of fens ive .  " 

H e r e  we w i l l  e x a m i n e  the  C o m m u n i s t  t r a d e  p a t t e r n s  to s e e  how 
the  e c o n o m i c  s t r e n g t h  of the  C o m m u n i s t  bloc is  used  as  a w e a p o n  in the  
cold w a r .  

To a s s i s t  us  in  th i s  s t u d y  we a r e  f o r t u n a t e  to have  Mr .  L e o n  M. 
H e r m a n ,  S p e c i a l i s t  in  Soviet  E c o n o m i c s ,  L e g i s l a t i v e  R e f e r e n c e  S e r v i c e ,  
L i b r a r y  of C o n g r e s s .  

You can  s e e  by h is  b i o g r a p h y  that  he  is  indeed  we l l  qua l i f i ed  to 
d i s c u s s  o u r  top ic  th i s  m o r n i n g .  

Mr .  H e r m a n ,  it  is  a r e a l  p l e a s u r e  to w e l c o m e  you to the  I n d u s t r i a l  
C o l l e g e  of the  A r m e d  F o r c e s  and to p r e s e n t  you to the  C l a s s  of 1961. 

M r .  H e r m a n .  

MR. HERMAN: Thank  you,  Cap t a in  P o w e l l .  F e l l o w  S tuden t s :  
O u r  top ic  th i s  m o r n i n g  is the  " C o m m u n i s t  F o r e i g n  E c o n o m i c  Of fens ive ,  
o r  Sovie t  b loc  e c o n o m i c  c a p a b i l i t i e s  for  the  cold w a r .  The  a m o u n t  of 
t i m e  we have  fo r  d i s c u s s i o n  is  what  ? One h o u r ?  Th i s  would be an 
e n t e r p r i s e  d i f f i cu l t  enough  to g ive  p a u s e  to any  s e n s i b l e  man .  But a n y -  
body  s c h o o l e d  in the  t r a d i t i o n  of Sovie t  s t a t i s t i c s  d o e s n ' t  d i s c o u r a g e  
e a s i l y .  He knows  tha t  you  can  a l w a y s  a d j u s t  y o u r  s t a t i s t i c a l  r e c o r d  to 
m a t c h  the  p e r f o r m a n c e .  

I a m  s u r e  you  a l l  r e m e m b e r  the  s t o r y  of the  c h a i r m a n  of a c o l l e c -  
t i ve  f a r m  who was  s l o w l y  wa lk ing  to d e l i v e r  h i s  r e p o r t  to the  annua l  
m e e t i n g .  He w a s n ' t  v e r y  happy  b e c a u s e  he d idn ' t  have  any  c h e e r f u l  
n e w s  to r e p o r t .  T h e n  he  t a lked  b r i e f l y  to h i s  s t a t i s t i c i a n .  The 
s t a t i s t i c i a n  gave  h i m  s o m e  h in t s  on how to r e p o r t  h i s  i n f o r m a t i o n .  With  
the  aid of t h i s  h int ,  t he  c h a i r m a n  a n n o u n c e d  tha t  he  had g r e a t  news  to 
r e p o r t :  " C o m r a d e s ,  " he p r o c l a i m e d  "50 p e r c e n t  of ou r  annua l  p l an  h a s  
b e e n  fu l f i l l ed  I00 p e r c e n t .  " 



So, if we don ' t  qu i t e  c o v e r  e v e r y t h i n g ,  I a m  s u r e  we wi l l  be ab l e  
to find a r e a s o n  fo r  it. 

As we look a r o u n d  the  wor ld  today ,  it is  e a s y  to s e e  tha t  the  m e n  
in the K r e m l i n  a r e  not n a t i o n a l  l e a d e r s  in the  o r d i n a r y  s e n s e  of the  
w o r d .  In fac t ,  as  n a t i o n a l  l e a d e r s  we know t h e i r  c r e d e n t i a l s  a r e  not 
v e r y  good. They  a r e  s o m e t h i n g  e l s e .  E v e r  s i n c e  t h e y  w e r e  put t h e r e  
a s  the  h e i r s  to the  g r e a t  p o w e r h o u s e  tha t  L e n i n  bui l t  up, t h e y  have  
r e g a r d e d  t h e m s e l v e s  as  m e n  of d e s t i n y .  T h e y  a r e  h e r e  not to s t u d y  the  
w o r l d ,  as  M a r x  sa id ,  but to change  the  w o r l d .  T h e y  a r e  h e r e  to s e e  the 
w o r l d  t h r o u g h  a v e r y  i m p o r t a n t  change ,  t h e y  t e l l  us .  T h e y  have  to s e e  
it t h r o u g h  the t r a n s i t i o n  b e t w e e n  the  s t a g e  of c a p i t a l i s m ,  wh ich  m u s t  be 
lef t  beh ind ,  and the  s t a g e  of c o m m u n i s m ,  w h i c h  is  ahead  of t h e m .  And 
on ly  they ,  of  c o u r s e ,  know the  road  to th i s  w o n d e r f u l  s t a g e .  

As s t r a t e g i s t s ,  of c o u r s e ,  t h e y  know that  b e f o r e  you can  m a k e  
c a p i t a l i s m  d i s a p p e a r  you have  to m a k e  the  c a p i t a l i s t  Wes t  s o m e h o w  
van i sh  f r o m  the  f ace  of the  e a r t h ,  p r e f e r a b l y ,  a s  t h e y  l ike  to s e e  it ,  by 
exp lod ing  f r o m  wi th in .  T h e y  wi l l  supp ly  the p r e s s u r e  n e c e s s a r y  to he lp  
it exp lode  f r o m  wi th in ,  b e c a u s e ,  so long as  the  c a p i t a l i s t  Wes t  e x i s t s  
and p r o s p e r s ,  it s o m e h o w  spo i l s  t h e i r  b e h a v i o r  in the  w o r l d .  It m i n i -  
m i z e s  and r e d u c e s  t h e i r  f r e e d o m  of a c t i o n  in the w o r l d .  So long a s  the  
c a p i t a l i s t  West  e x i s t s  and p r o s p e r s ,  and " i n f e c t s "  the  r e s t  of the  w o r l d  
wi th  i t s  p a s s i o n  fo r  e c o n o m i c  b e t t e r m e n t ,  you jus t  c a n ' t  m a k e  h i s t o r y  a s  
e a s i l y  as  you would o t h e r w i s e .  And, so long as  the  c a p i t a l i s t  Wes t  be -  
h a v e s  as  it d o e s ,  wi th  a s p i r i t  of s e l f - c o n f i d e n c e  and g e n e r o s i t y ,  s o m e -  
how,  you c a n ' t  point  to it as  the  s p e c i m e n  of a dy ing  s o c i a l  o r d e r .  It 
looks  and a c t s  g l o w i n g l y  a l ive .  

It a l so  spo i l s  the  Sovie t  c l a i m ,  wh ich  you h e a r  of ten ,  to the  e f fec t  
tha t  to a c h i e v e  p r o g r e s s  in t h i s  day  and age  s o m e h o w  you m u s t  s a c r i f i c e  
f r e e d o m ,  tha t  f r e e d o m ,  in a s e n s e ,  is  the  p r i c e  of p r o g r e s s ,  and tha t  
a na t ion  m u s t  s u r r e n d e r  s e l f - g o v e r n m e n t  and open  d i s c u s s i o n  b e f o r e  it 
c an  a c h i e v e  a r ap id  r a t e  of g rowth .  

On th i s  i s s u e ,  of c o u r s e ,  a l l  C o m m u n i s t  l e a d e r s  have  a g r e e d  s i n c e  
t i m e  i m m e m o r i a l :  The  Wes t  has  got to go! The  on ly  d e t a i l  on w h i c h  
t h e y  d i s a g r e e  f r o m  t i m e  to t i m e ,  as  you w e l l  know f r o m  y o u r  r e a d i n g ,  
i s  on p r e c i s e l y  how the  Wes t  shou ld  be m a d e  to exp lode  wi th in  and 
d i s a p p e a r .  E a c h  m a j o r  C o m m u n i s t  f i g u r e  o v e r  the y e a r s  had h i s  own 
t h e o r y .  M a r x ,  you m a y  r e m e m b e r ,  p r e d i c t e d  tha t  what  would h a p p e n  
would be a p r o c e s s  of s o c i a l  p o l a r i z a t i o n  in wh ich  the  r i c h ,  few in 
n u m b e r ,  would wind up at one  pole ,  and the  v e r y  poo r ,  ge t t i ng  p r o g r e s -  
s i v e l y  p o o r e r ,  would wind up at  the o t h e r  end.  The  t e n s i o n  p r o d u c e d  
by t h i s  p o l a r i z a t i o n  p r o c e s s  would t e a r  c a p i t a l i s t  s o c i e t y  a p a r t ,  so tha t  
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f i n a l l y  the  vas t  m a j o r i t y  of the  poo r  would o v e r w h e l m  the  handfu l  of the  
r i c h  and you would t hen  b a r e  the  e m e r g e n c e  of the  p e r f e c t  h u m a n  s o c i e t y  
e n j o y i n g  a s t a t e  of c o m m u n i s m .  

T h i s  should  have  happened  of c o u r s e ,  s o m e t i m e  d u r i n g  the  19th 
c e n t u r y ;  but it did not .  A c c o r d i n g l y ,  L e n i n  changed  the d e t a i l s  on the  
f o r e c a s t  of how the  West  would d i s a p p e a r ,  he  p r o d u c e d  a n o t h e r  f o r m u l a .  
To h im ,  the  end of the  Wes t  looked m u c h  c l o s e r  and m u c h  s i m p l e r ,  be -  
c a u s e  he had been  s u c c e s s f u l  in c o n v e r t i n g  one  c o u n t r y  in E u r o p e - - n o t  
the  i d e a l  c o u n t r y ,  not an  a d v a n c e d  i n d u s t r i a l i z e d  c o u n t r y - - s u c h  as  M a r x  
had b a s e d  his  h o p e s  on, but a good s i z e d  c o u n t r y ,  to c o m m u n i s m .  Th i s  
c o u n t r y  would now be used  to i n f l a m e ,  p r o v i d e  the  s p a r k  fo r ,  W e s t e r n  
E u r o p e ,  w h e r e  the  p r o l e t a r i a t  was  s t r o n g  and n u m e r o u s ,  and a l l e g e d l y  
e v e r - a n x i o u s  to c o n v e r t  h i s  c o u n t r y  to c o m m u n i s m .  

Th i s  was  the  way  L e n i n  e x p e c t e d  tha t  the  Wes t  would exp lode .  
R u s s i a ,  the  w e a k e s t  l ink in the  c h a i n  of c a p i t a l i s m ,  would supp ly  the  
r e v o l u t i o n a r y  s p a r k  fo r  W e s t e r n  E u r o p e .  Tha t  was ,  you r e m e m b e r ,  
good enough  a t h e o r y  to hold to fo r  about  p e r h a p s  f ive y e a r s ,  un t i l  tha t ,  
too ,  b e c a m e  u n t e n a b l e .  

S ta l in  p r e s i d e d  o v e r  the  o p e r a t i o n  fo r  m a n y  y e a r s ,  fo r  t h r e e  
d e c a d e s  r o u g h l y ,  and in the c o u r s e  of h is  t e r m  of o f f i ce ,  he had s e v e r a l  
t h e o r i e s  on the  s u b j e c t ,  wh ich  we need  not go into.  But I do want  to 
m e n t i o n  the  l a s t  one ,  b e c a u s e  it l e a d s  us into the  p r e s e n t  d i s c u s s i o n .  
D u r i n g  the  l a s t  few y e a r s  of  h is  l i fe ,  S ta l in  p r o d u c e d  a v e r y  i n g e n i o u s  
t h e o r y  a s  to how the  Wes t  would be b rough t  to i t s  k n e e s .  Th i s  of c o u r s e  
r e m a i n e d  o f f i c i a l  t h e o r y  so long as  he was  a l ive .  He exp la ined  it in  h i s  
l a s t  p u b l i s h e d  e s s a y .  

The  Sovie t  Union  has  been  s u c c e s s f u l ,  he sa id ,  as  a r e s u l t  of 
W o r l d  W a r  II, in  chopp ing  off E a s t e r n  E u r o p e ,  and f i n a l l y  in ge t t i ng  
C h i n a  to c o m e  i t s  way .  The  r e s u l t  i s  tha t  t h e y  now have  a l a r g e  b lock  
of t e r r i t o r y ,  o n e - f o u r t h  of the  w o r l d ,  u n d e r  d i r e c t  C o m m u n i s t  r u l e .  
Th i s  he c a l l e d  the  " p a r a l l e l "  w o r l d  m a r k e t .  C a p i t a l i s m  no l o n g e r  h a s  
a s i n g l e  w o r l d  m a r k e t  o v e r  w h i c h  to s e l l  i t s  goods  f r e e l y .  S ince  c a p -  
i t a l i s m ,  he s a i d ,  a r g u i n g  as  a M a r x i s t ,  d e p e n d s  on m a r k e t s ,  we have  
c o n s t r i c t e d  the  a r e a  of i t s  o p e r a t i o n .  As  a r e s u l t  t h e y  have  to c o n s t r i c t  
p r o d u c t i o n .  Once  you beg in  to cut back  p r o d u c t i o n  u n d e r  c a p i t a l i s m ,  he  
a r g u e d ,  s o m e  t h i n g s  fol low.  You have  u n e m p l o y m e n t ,  you have  s o c i a l  
d i s t r e s s ,  and you  have  the  d i s c o n t e n t e d  m a s s e s  of w o r k e r s .  Th i s  i s  
one  f o r c e  he  fe l t  he had r e l e a s e d  to do i t s  w o r k  wi th in  c a p i t a l i s m  be-  
c a u s e  of t h i s  " p a r a l l e l "  m a r k e t .  
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The s e c o n d  f o r c e  he  w a s  coun t ing  on was  c o m p e t i t i o n  f r o m  the  
f o r m e r  b e l l i g e r e n t s ,  G e r m a n y  and Japan .  H e r e  w e r e  two c o u n t r i e s ,  
p o w e r f u l  c o m m e r c i a l  r i v a l s ,  who had not had a c c e s s  to the  m a r k e t  ye t ,  
in  the  e a r l y  p o s t w a r  y e a r s .  T h e y  would b e c o m e  m o r e  p r o d u c t i v e ,  t h e y  
would  b e c o m e  m o r e  c o m m e r c i a l - m i n d e d .  T h e y  would f ight  the  o t h e r s  
f o r  a s h a r e  of a m u c h  s m a l l e r  m a r k e t .  The  r e s u l t  would be c o m m e r c i a l  
r i v a l r y ,  s h a r p  c o m p e t i t i o n ,  w o r k e r  d i s c o n t e n t ,  and f i na l l y  w a r  a m o n g  
t h e  n a t i o n s  of  the  Wes t ,  r e v o l u t i o n ,  and f r o m  t h e r e  on, of c o u r s e ,  no th ing  
but d a n c i n g  in  the  s t r e e t  as  f a r  as  the  C o m m u n i s t  s ide  was  c o n c e r n e d .  

T h i s  t h e o r y  a p p a r e n t l y  had p e r s u a d e d  h i m  to v iew the  who le  non-  
C o m m u n i s t  w o r l d  as  a s i n g l e  m a s s .  Th i s  was  h i s  r e a s o n  not  to i n t e r v e n e  
in i t s  e c o n o m i c  a f f a i r s ,  a s  the  p r e s e n t  peop le  a r e  i n t e r v e n i n g .  

The  t r o u b l e  with  h i s  f o r e c a s t  was  tha t  in  the  f i r s t  p l a c e  it w a s n ' t  
b o r n e  out  by e v e n t s .  M i k o y a n  r e m a r k e d  s a d l y  at  the  T w e n t i e t h  P a r t y  
C o n g r e s s  tha t ,  " S o m e h o w  m o d e r n  c a p i t a l i s m  i s n ' t  qu i t e  as  s i m p l e  a 
p h e n o m e n o n  as  S ta l in  fe l t  it was .  I t ' s  a l i t t l e  m o r e  c o m p l e x .  " In the  
s e c o n d  p l a c e ,  M i k o y a n  c o m p l a i n e d ,  it w a s n ' t  v e r y  u s e f u l  b e c a u s e  it 
s i m p l y  c o m m i t t e d  you to s tand  by whi l e  the  n o n - C o m m u n i s t  w o r l d  is  
g r o w i n g  s t r o n g e r  r a t h e r  t han  w e a k e r .  

But t h i s  was  on ly  p a r t  of the  c o n c e r n .  Mind you,  what  w o r r i e d  the  
peop l e  who w e r e  a r o u n d  behind  S ta l in  whi l e  he  w a s  a l i ve ,  as  we  can  s e e  
f r o m  the  l i t e r a t u r e  now, was  tha t  S ta l in  was  m i s s i n g ,  a s  t h e y  s a w  it ,  a 
w o n d e r f u l  o p p o r t u n i t y .  A f t e r  a l l ,  t h e s e  peop le  w e r e  a l w a y s  e x t r e m e l y  
h i s t o r y - m i n d e d .  T h e y  w e r e  w a t c h i n g  a wor ld  w h i c h  was  p a s s i n g  a 
r e v o l u t i o n a r y  p h a s e ,  f r o m  t h e i r  point  of v iew.  Th i s  was  the  p e r i o d  of 
the  l i b e r a t i o n  of  m i l l i o n s  of peop le  f r o m  a f o r m e r  s t a t e  of  c o l o n i a l i s m .  
T h e r e  was  r e v o l u t i o n  in the  a i r .  Yet s o m e h o w  the  Sovie t  b loc  w a s  not 
d e r i v i n g  any  bene f i t  f r o m  it .  Th i s  could  not be e x p e c t e d  to go on  
i n d e f i n i t e l y .  R e v o l u t i o n s  have  a way  of w o r k i n g  t h e m s e l v e s  out .  T h i s  
was  the  t i m e  to t ake  a d v a n t a g e  of it ,  and S ta l in  was  l e t t i ng  an  o p p o r t u -  
n i ty  p a s s  h i m  by. 

S p e c i f i c a l l y  what  t h e y  w o r r i e d  about  w a s  th i s :  Suppose  s o m e  of 
t h e s e  u n d e r d e v e l o p e d  c o u n t r i e s ,  not a l l ,  but a few,  m a n a g e d  to s t a b i l i z e ,  
to d e v e l o p  an  a d m i n i s t r a t i v e  and a f i n a n c i a l  s t r u c t u r e ,  and t h e n  p r o c e e d  
to r e p e a t  the  e x p e r i e n c e  of the  E u r o p e a n  na t i ons  of the  19th c e n t u r y ,  to 
c a t c h  f i r e  e c o n o m i c a l l y  as  t h e y  did ,  to e x p e r i e n c e  an e c o n o m i c  t a k e - o f f .  
Suppose  t h e y  b e g a n  to expand t h e i r  i n t e r n a l  m a r k e t ,  b e g a n  to p r o v i d e  
o p p o r t u n i t y  and m a k e  e d u c a t i o n  both p o s s i b l e  and w o r t h  w h i l e - - i n  s h o r t ,  
r e p e a t e d  the  whole  e x p e r i e n c e  of the  Wes t  d u r i n g  the  19th c e n t u r y ,  the  
e x p e r i e n c e  tha t  m a d e  c o m m u n i s m  i r r e l e v a n t .  It was  in th i s  p r o c e s s  
tha t  c a p i t a l i s m  d e m o n s t r a t e d  that  it was  c a p a b l e  of a d j u s t i n g  to c h a n g e ,  
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of s h a r i n g  the  b e n e f i t s  of p r o d u c t i v i t y ,  c apab le  of l iv ing  with a c o u n t e r -  
va i l i ng  se t  of s o c i a l  f o r c e s  (as it is  s o m e t i m e s  d e s c r i b e d )  in which  
e v e r y  p a r t  of the  c o m m u n i t y  ge t s  i t s  s h a r e ,  wi thout  u n b e a r a b l e  t e n s i o n ,  
wi thout  exp lod ing  f r o m  within .  

Th i s  would have  been  only  ha l f  of  the c a l a m i t y  as fa r  as  the  Sov ie t s  
s aw i t - - f o r  s o m e  u n d e r d e v e l o p e d  c o u n t r i e s  to s t age  an  e c o n o m i c  t a k e -  
off. F r o m  the  l i t e r a t u r e  we can s e e  that  t hey  went  beyond th i s  point .  
As  they  i n c r e a s e  t h e i r  e c o n o m i c  a c t i v i t y  the  new na t ions  would a l so  be -  
c o m e  a l a r g e r  m a r k e t  for  the  Wes t .  As a r e s u l t  the  e n e m y  i t se l f ,  the  
c a p i t a l i s t  Wes t ,  would benef i t  f r o m  a h i g h e r  l e v e l  of a c t i v i t y  a m o n g  the  
u n d e r d e v e l o p e d  c o u n t r i e s .  T h e r e  you had a p r o s p e c t  fo r  the  C o m m u n i s t  
s t r a t e g i s t s  which  was  a fate  w o r s e  than  death ,  n a m e l y ,  that  c o m m u n i s m  
would in t i m e  b e c o m e  i r r e l e v a n t ,  the  C o m m u n i s t  wor ld  would r e m a i n  
w h e r e  it was ,  u n i n s p i r i n g ,  s t agnan t ,  and b y - p a s s e d  by h i s t o r y .  

It was  t h e s e  n e g a t i v e  c o n s i d e r a t i o n s ,  as I say,  that  p r o d u c e d  the  
c o m p u l s i o n  on the  pa r t  of the  p o s t - S t a l i n  l e a d e r s h i p  to i n t e r v e n e  e c o -  
n o m i c a l l y  wi th in  the  n o n - C o m m u n i s t  wor ld .  K h r u s h c h e v  began  to ca l l  
a t t e n t i o n  to the  fact  that  in the  wor ld  at l a r g e  today  we have  a s i t u a t i o n  
wh ich  is  s i m i l a r  to a s i t ua t i on  wi th in  a c o u n t r y  u n d e r  c a p i t a l i s m .  T h e r e  
a r e  the  " h a v e s "  and the  " h a v e - n o t s ,  " the  r i c h  at one end and the  p o o r  at 
the  o t h e r ,  w h y  can ' t  we get  in t h e r e ,  he  w o n d e r e d ,  with any  weapon  at 
our  d i s p o s a l  and explo i t  the  s o c i a l  conf l i c t s  fo r  ou r  benef i t ,  to jog 
h i s t o r y  a l i t t l e  bit  a long  and m a k e  s u r e  it goes  in the  r igh t  d i r e c t i o n ?  

Once  a d e c i s i o n  is  t aken  in Soviet  p r a c t i c e ,  as  you know, t hey  
u s u a l l y  go a l l  the  way. If an old po l i cy  fa i l s  to work ,  you p r o d u c e  a n e w  
one  by s t a n d i n g  the  old po l i cy  on i t s  head .  I m m e d i a t e l y  a f t e r  S ta l in .d i ed ,  
you r e m e m b e r ,  t h e y  began  to t h r o w  t h e i r  weight  in a l l  d i r e c t i o n s  to s e e  
how qu ick ly  t h e y  could m a k e  up fo r  los t  t i m e .  

When t h e y  b e g a n t o a s s e s s  the  pay -o f f  for  the  p r o m i s e  of e c o n o m i c  
i n t e r v e n t i o n ,  it looked  v e r y  good to t h e m .  We know now, fo r  e x a m p l e ,  
that  t h e r e  was  s o m e t h i n g  of a deba te  wi th in  the  Soviet  l e a d e r s h i p .  It 
was  obv ious ly  a s u p p r e s s e d  deba te .  We n e v e r  h e a r d  the  " o t h e r "  s ide .  
We only  h e a r d  the  a r g u m e n t s  of the  o t h e r  s i d e  d e m o l i s h e d  by the  l e a d e r s  
who r e m a i n e d  in p o w e r .  But the  deba te  was  t h e r e  and the  r e s i s t a n c e  
was  t h e r e ,  and fo r  a whi le  t h e y  a rgued .  The  peop le  who w e r e  a g a i n s t  
t h r o w i n g  a lot of r e s o u r c e s  behind th i s  kind of e c o n o m i c  i n t e r v e n t i o n  
a r g u e d  that  th i s  was  a d a n g e r o u s  g a m e  f r o m  the  Sovie t  point  of view.  
"We can  u n d e r s t a n d ,  " t hey  sa id .  "The  need  to b o l s t e r  n e u t r a l i s m .  That  
m a k e s  s e n s e .  But we m u s t  r e m e m b e r  that  t h e s e  c o u n t r i e s  a r e  a l so  
c a p i t a l i s t  in  t h e i r  s o c i a l  o r g a n i z a t i o n ,  t h e s e  n e u t r a l  c o u n t r i e s  a r e  not 
C o m m u n i s t .  When you help  t h e m  e c o n o m i c a l l y  you a c t u a l l y  suppo r t  
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c a p i t a l i s m .  You help  t h e m  s t a b i l i z e  u n d e r  t h e i r  c a p i t a l i s t  f o r m s  of 
p r o d u c t i o n .  " The  o f f i c i a l  a n s w e r  r a n  about  l ike  th i s :  " T h e  t r o u b l e  wi th  
you c o m r a d e s  is  tha t  you  th ink  and r e a s o n  as  e c o n o m i s t s .  You f o r g e t  
tha t  you a r e  p r i m a r i l y  p o l i t i c a l  l e a d e r s ,  tha t  you  a r e  s h a p e r s  of h i s t o r y ,  
that  you a r e  m e n  of d e s t i n y .  We m u s t  not f o r g e t  tha t  we a r e  now back  
w o r k i n g  and a c t i n g  on L e n i n i s t  p r i n c i p l e s .  " W h e r e a s  " L e n i n i s t  p r i n c i -  
p l e s "  a n y w h e r e  e l s e  migh t  m e a n  to r e t u r n  to s o m e  f o r m  of r e l a x a t i o n  
of the  c o n t r o l ,  in r e g a r d  to the  u n d e r d e v e l o p e d  w o r l d  L e n i n i s m  in fac t  
m e a n s  m o r e  a g g r e s s i o n .  

Th i s  i s  t r u e  for  the s i m p l e  r e a s o n  tha t  L e n i n  had a l w a y s  s e e n  a 
s p e c i a l  r e v o l u t i o n a r y  m a g i c  in the  fus ion  b e t w e e n  the  R u s s i a n  r e v o l u t i o n  
and the  c o l o n i a l  E a s t .  He was  a l w a y s  hop ing  tha t  s o m e h o w  if  he could  
r e a c h  into and c a p t u r e  the  u n d e r d e v e l o p e d  w o r l d - - C h i n a  e s p e c i a l l y  
f a s c i n a t e d  h i m - - h e  could  exp lode  the Wes t  by w a y  of the  u n b e a r a b l e  
t e n s i o n  e x e r t e d  a g a i n s t  t h e m  t h r o u g h  the  u n d e r d e v e l o p e d  a r e a s .  The  
r e t u r n  to L e n i n i s m  a l so  m e a n t  tha t  t h e y  had to fo l low p r e c i s e l y  what  
L e n i n  did i n t e r n a l l y ,  w i th in  R u s s i a .  

How did L e n i n  behave  i n t e r n a l l y ,  s ay ,  in the  e a r l y  1900 ' s ,  w h e n  
he s e t  out to o r g a n i z e  the  B o l s h e v i k  r e v o l u t i o n ?  He was  not ah  e c o n -  
o m i s t .  He was  not a t r a d e  union man .  He d idn ' t  b e l i e v e ,  as  the  B r i t i s h  
t r a d e  un ion  l e a d e r s  b e l i e v e d ,  tha t  the func t ion  of a l a b o r  l e a d e r  w a s  to 
m a k e  l i fe  a l i t t l e  b e t t e r  fo r  a l l  m e n  on th i s  e a r t h .  He knew tha t  the  
w o r k e r s  w e r e  s i m p l e .  Lef t  to t h e i r  own w i s h e s ,  a l l  t h e y w a n t e d  to do 
w a s  to i m p r o v e  t h e i r  lot by ob t a in ing  a l i t t l e  m o r e  in  w a g e s ,  w o r k  a 
l i t t l e  l e s s  in h o u r s .  Th i s  i s  a l l  t h e y  a s p i r e d  to.  L e n i n  had to l ive  wi th  
tha t .  So he went  and m i n g l e d  a m o n g  t h e m ,  a s s o c i a t e d  h i m s e l f  wi th  
t h e i r  e c o n o m i c  d e m a n d s ;  but not b e c a u s e  he  b e l i e v e d  in t h e m .  B e c a u s e  
he  wan ted  to be wi th  t h e m .  He had s o m e t h i n g  i m p o r t a n t  to t e a c h  t h e m .  
He wan ted  to b r i n g  t h e m  " p o l i t i c a l  knowledge ,  " to t e l l  t h e m  tha t  t h e i r  
b a s i c  p r o b l e m  was  p o l i t i c a l  not e c o n o m i c ,  tha t  l i fe  would not be b e t t e r  
j u s t  b e c a u s e  t h e y  would w o r k  a few h o u r s  l e s s  o r  get  a l i t t l e  bit m o r e  
pay,  tha t  t h e y  would have  to s t a g e  a r e v o l u t i o n ,  t u r n  s o c i e t y  u p s i d e  
down,  and t hen  t hey  would l ive  as  h i s t o r y  m e a n t  t h e m  to l ive .  

So he a c c e p t e d  the  e c o n o m i c  p l a t f o r m  of the  w o r k e r s  in o r d e r  to 
go a long  wi th  t h e m .  He o r g a n i z e d  and led s t r i k e s .  But a l l  the  t i m e  he  w a s  
t h e r e  on ly  fo r  the  p u r p o s e  of " a r o u s i n g  t h e i r  p o l i t i c a l  c o n s c i o u s n e s s .  " 

Th i s  i s  e x a c t l y  what  we have ,  s a y  the  p r e s e n t  C o m m u n i s t  l e a d e r s ,  
in  the  o u t s i d e  wor ld  today .  The  u n d e r d e v e l o p e d  c o u n t r i e s  have  c e r t a i n  
e c o n o m i c  a s p i r a t i o n s .  T h e y  t h i n k t h a t  bu i ld ing  a s t e e l m i l l  o r  a n i r r i g a -  
t i on  n e t w o r k  wi l l  s o l v e  t h e i r  p r o b l e m .  The m e n  of the  K r e m l i n  wi l l  go 
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a long  with that .  Whi le  t hey  a r e  t h e r e ,  h o w e v e r ,  t hey  wi l l  t e a c h  the  
new na t ions  the  i m p o r t a n t  po l i t i c a l  l e s s o n ,  n a m e l y ,  tha t  to g r o w  
r a p i d l y  t h e y  wi l l  have  to do what the  Sovie t s  do. They  wi l l  have  to r e -  
o r g a n i z e  t h e m s e l v e s  on the  ba s i s  of a s y s t e m  of c o e r c i v e ,  d i c t a t o r i a l  
e c o n o m i c  c o n t r o l s .  T h e y  wi l l  have  to c o n t r o l  c o n s u m p t i o n - - a n d  t h e r e -  
by c r e a t e  s a v i n g s  at a rap id  pace .  They  a l so  have  to, in o r d e r  to get  
e v e r y t h i n g  out of the  cap i t a l i s t  na t i ons ,  o r g a n i z e  a p e r m a n e n t  cold wa r  
a g a i n s t  t h e m ,  as  the  Sovie t s  have.  

The  Soviet  l e a d e r s  f ee l  that  t hey  m u s t  use  th i s  o p p o r t u n i t y  fo r  
t e a c h i n g  t h e m  the  fac t s  of l i fe ,  b e c a u s e ,  as  t hey  s e e  it, the  s i t u a t i o n  in 
the  wor ld  at l a r g e  is  no d i f f e r e n t  f r o m  the  i n t e r n a l  c l a s s  s t r u g g l e .  

It r e m i n d s  you of a Hol lywood s c r i p t  w r i t e r ,  who was a s s i g n e d  the 
job of w r i t i n g  a s c r i p t  on the  w e l l - k n o w n  s t o r y  " B e n g a l  L a n c e r .  " Al l  
h i s  l i fe  he  had w r i t t e n  no th ing  but cowboys  and Ind ians  s t o r i e s .  He 
d idn ' t  know how to a p p r o a c h  th i s  one,  unt i l  he  had a t a lk  with a f o r m e r  
B r i t i s h  c o l o n i a l  o f f i c e r ,  who told h i m  that ,  f r o m  h i s  e x p e r i e n c e ,  the  
Benga l  L a n c e r s  w e r e  jus t  cowboys  in  c o r k  ha t s .  Once he caught  on to 
th i s ,  he  p r o d u c e d  a w o n d e r f u l  s c r i p t  based  on a f a m i l i a r  s i tua t ion .  

Once  they  get  into t h e s e  s o c i e t i e s  wi th  the o f fe r  of e c o n o m i c  aid,  
t h e y  have  a b e t t e r  b a s i s ,  a b e t t e r  c l a i m ,  fo r  t e a c h i n g  t h e m  a few 
p o l i t i c a l  l e s s o n s .  T h e y  had t r i e d ,  by the  way, e a r l i e r  to d r i v e  h o m e  
s o m e  p o l i t i c a l  l e s s o n s ,  b e f o r e  t hey  went  into the  e c o n o m i c  aid, but 
it d idn ' t  sound v e r y  conv inc ing .  T h e y  w e r e  on the  ou t s i de  look ing  in, 
e m p t y - h a n d e d ,  r e m i n d i n g  t h e s e  c o u n t r i e s ,  in so m a n y  words ,  that  
what  the  c a p i t a l i s t s  w e r e  doing  to t h e m  was v e r y  d a n g e r o u s .  T h e y  a l so  
i s s u e d  such  w a r n i n g s  in Eu rope ,  you r e m e m b e r ,  aga in s t  the  M a r s h a l l  
p lan They  c l a m o r e d  loudly  that  th i s  is  a f o r m  of s l a v e r y ,  s o m e h o w ,  
that  it won ' t  work ,  that  it wi l l  rob the  r e c i p i e n t  na t ions  of t h e i r  s o v e r -  
e ignty .  But it is  not v e r y  conv inc ing  when  you have  no th ing  m o r e  con-  
c r e t e  to o f fe r ,  and p e o p l e  s u s p e c t  that  you don ' t  have  the  r e s o u r c e s  to 
do what  the  o t h e r  s ide  is  doing,  and that  it is  a l l  a c a s e  of " s o u r  
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g r a p e s .  

To get  t h e m s e l v e s  away  f r o m  th i s  u n c o m f o r t a b l e  pos i t ion ,  the  
Soviet  l e a d e r s  of the  p o s t - S t a l i n  pe r iod  m a d e  t h e i r  d e c i s i o n  to i n t e r v e n e .  

Now w e ' l l  t a lk  b r i e f l y  about  the c a p a b i l i t i e s  of the  Soviet  bloc to 
i n t e r v e n e  e c o n o m i c a l l y  in the  n o n - C o m m u n i s t  wor ld .  We can ' t ,  of 
c o u r s e ,  go into any  g r e a t  d e t a i l  on th i s  sub jec t ,  but it is  a lways  i m p o r -  
tan t  to b e a r  in mind  that  the  C o m m u n i s t  f o r m  of e c o n o m i c  o r g a n i z a t i o n  
i s  one in which  they  have  n e v e r  had any d i f f i cu l ty  in p r o v i d i n g  expo r t  
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" s u r p l u s e s "  fo r  s t r a t e g i c  o p e r a t i o n s ,  o p e r a t i o n s  c o n s i d e r e d  p o l i t i c a l l y  
i m p o r t a n t .  F o r  e x a m p l e ,  when  they  wanted to f o r c e  t h r o u g h  the  c o l l e c -  
t i v i z a t i o n  of f a r m i n g ,  o r  when  they  had to suppor t  au t a r chy ,  o r  m i l i t a r y  
p r e p a r e d n e s s ,  t h e y  w e r e  ab le  to " f ind"  the  n e c e s s a r y  s u r p l u s e s ,  ex -  
t r a c t e d  f r o m  the  e c o n o m y  by cu t t ing  the  s t a n d a r d  of l iv ing  in o r d e r  to 
p r o v i d e  p u r c h a s i n g  power ,  to p rov ide  the  f o r e i g n  e x c h a n g e  wi th  which  
to i m p o r t  the  n e e d e d  c o m m o d i t i e s  f r o m  the  o u t s i d e  wor ld .  

The  R u s s i a n s  have  a lways  e x p o r t e d  goods  w h e t h e r  or  not t h e y  could 
m e e t  the  d o m e s t i c  d e m a n d  for  t h e s e  a r t i c l e s  in full .  They  e x p o r t e d  
g r a i n s ,  you r e m e m b e r ,  f r o m  t i m e  to t i m e ,  when  t h e r e  was  a s e r i o u s  
l ack  of f lour  and b r e a d  in the  coun t ry .  T h e y  e x p o r t e d  p e t r o l e u m ;  t h e y  
e x p o r t e d  s t e e l ,  at a t i m e  when  t h e i r  own n e e d s  w e r e  not fu l ly  m e t .  To-  
day,  as  you know, t h e y  p r o d u c e  about 125, 000 p a s s e n g e r  c a r s  a y e a r  
and they  expo r t  about o n e - t h i r d  of t h e m .  Why? B e c a u s e  a d e c i s i o n  was  
t a k e n  by the  top c o m m a n d  that  an i n d u s t r i a l ,  m a t u r e  c o u n t r y  m u s t  do 
c e r t a i n  t h ings  in the  ou t s i de  wor ld ,  m u s t  show ~he p r o d u c t i v e  s i d e  of i ts  
face .  

So, when  we a s k  o u r s e l v e s  the  q u e s t i o n  w h e t h e r  the  Sovie t s  have  
enough  r e s o u r c e s  fo r  c a r r y i n g  on t h e i r  v e r y  c o s t l y  p r o g r a m  of e c o n o m i c  
aid and expanded  t r a d e ,  we have  to b e a r  th i s  in m i n d - - t h a t  t h e y  have  
l e a r n e d  how to d i v e r t  f r o m  the  d o m e s t i c  e c o n o m y  o v e r  the  y e a r s ,  that  
t h e y  have  m a d e  c e r t a i n  that  nobody c r i e s  out. No c o n s u m e r  in R u s s i a  
wi l l  s p e a k  up in p a r l i a m e n t  o r  w r i t e  a l e t t e r  to the  e d i t o r  s ay ing  that  
t h e y  ought to keep  a l l  the 125,000 c a r s  at h o m e  for  the  60 m i l l i o n  
f a m i l i e s .  Then,  m a y b e  a f t e r  about 500 y e a r s  o r  so e v e r y  R u s s i a n  
f a m i l y  wi l l  be ab le  to get  a ca r .  

The  c a p a c i t y  to d i v e r t  goods  into expor t  is  one c o n s i d e r a t i o n .  
The o t h e r  c o n s i d e r a t i o n ,  of c o u r s e ,  is m o r e  p r a c t i c a l .  The Soviet  e c o n -  
o m y  is  c o m m i t t e d  to rap id  growth ,  and has  in fact  b e e n  g r o w i n g  r ap id ly .  
In s o m e  of the  s t a t i s t i c s  that  I s e n t  on in advance  you wiU find a t ab le  
wh ich  shows  R u s s i a n  e c o n o m i c  g rowth  r e l a t i v e  to the  U.S .  You have  to 
have  a f r a m e w o r k  a g a i n s t  wh ich  to o b s e r v e  g rowth ,  and we have  ob-  
s e r v e d  th i s  aga in s t  the  Uni ted  Sta tes .  

They  have  g rown,  of c o u r s e ,  in the  a r e a s  w h e r e  t h e y  wanted  to 
grow.  The  a r e a  which  i n t e r e s t e d  t h e m  m o s t ,  was  the  a r e a  of b a s i c  
i n d u s t r i a l  p roduc t i on ,  h e a v y  i n d u s t r y ,  cap i t a l  goods ,  r a t h e r  than  con-  
s u m e r  goods .  In th i s  a r e a  they  have  c r e a t e d  s o m e  " syn the t i c ,  " s u r -  
p l u s e s ,  f i r s t ,  fo r  expor t  wi th in  the  Soviet  bloc.  You r e m e m b e r  that  
s i n c e  about 1945 the  R u s s i a n s  had cut off E a s t e r n  E u r o p e  f r o m  t h e i r  
n o r m a l  m a r k e t ,  fo r  a l l  n o r m a l  c o m m e r c i a l  con tac t ,  and t h e r e f o r e ,  
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b e c a u s e  of  tha t  b r e a k ,  t h e y  had to supply  E a s t e r n  E u r o p e  wi th  c r i t i c a l  
i m p o r t s  tha t  t h e y  used  to ob ta in  f r o m  the  Wes t .  Well ,  t h e r e  w a s n ' t  
r e a l l y  enough to go a round ,  to m e e t  t h e i r  n e e d s  in  full .  By w o r k i n g  
t h e i r  p r i o r i t y  s y s t e m ,  the  Soviet  r u l e r s  p r o v i d e d  at l e a s t  a t oken  s h i p -  
m e n t  of  the  kind of i n d u s t r i a l  goods  the  s a t e l l i t e  c o u n t r i e s  m o s t  u r g e n t l y  
n e e d e d .  

Based  on t h e s e  two fac t s ,  n a m e l y ,  that  the  i n t e r n a l  e c o n o m i c  r e -  
s o u r c e s  of the  U. S. S .R .  a r e  g r o w i n g  and that  t h e y  have  had s o m e  e x p e r i -  
e n c e  in the  i n d u s t r i a l  supp ly  of the  bloc,  ( e s p e c i a l l y  China  s i n c e  1950), 
t h i s  gave  the  Sovie t  l e a d e r s  the  c o n f i d e n c e  that  a l i t t l e  m o r e  d i v e r s i o n  
of goods  f r o m  d o m e s t i c  c o n s u m e r s ,  as  the e c o n o m y  g r o w s  would not 
s t r a i n  t h e m  too much .  T h e s e  a r e  l e a d e r s ,  as  we know, who have  to ta l  
c o n t r o l  o v e r  what  is  sh ipped  o u t s i d e .  T h e r e  is  no d a n g e r ,  in t h i s  
s e t t i n g ,  that  s o m e  ind iv idua l  m a n a g e r  of a f a c t o r y  migh t  b e c o m e  e n a m -  
o r e d  of s o m e  m a r k e t  and migh t  t r y  to expo r t  s o m e t h i n g  that  he  t h inks  he 
can  s e l l  at a good p r i c e .  

F o r e i g n  t r a d e ,  l ike  e v e r y  o t h e r  i m p o r t a n t  e c o n o m i c  a c t i v i t y  in  the  
Sovie t  Union,  is  a g o v e r n m e n t  monopo ly .  So l o n g a s  t hey  m a k e  s u r e t h a t  
t h e y  keep  th i s  o p e r a t i o n  u n d e r  c o n t r o l ,  t hey  can  p r e v e n t  it f r o m  b e c o m -  
ing too l a r g e  o r  b u r d e n s o m e .  T h e y  expor t ,  fo r  e x a m p l e ,  no m o r e  than  
3 p e r c e n t  of the  to t a l  na t i ona l  p r o d u c t .  R u s s i a  to da te  c o n t i n u e s  to p l a c e  
h e r  e x p o r t s  s e l e c t i v e l y  in a r e a s  wh ich  wi l l  pay off po l i t i ca l ly ,  and ye t  
on a s c a l e  on  which  the  e c o n o m y  wi l l  not be unduly  s t r a i n e d .  

So m u c h  fo r  the  g e n e r a l c o n s i d e r a t i o n s  as  f a r  as  e c o n o m i c  c a p a b i l i t y  
i s  c o n c e r n e d .  We c a n ' t  do m u c h  m o r e  than  that .  Now, we m a y  v iew 
b r i e f l y  s o m e  of the  f e a t u r e s  of, t h i s  e c o n o m i c  o f f ens ive .  What d o e s  it 
c o n s i s t  of? F o r  ou r  p u r p o s e s  t h e r e  a r e  the  two m a i n  c h a n n e l s  a long  
w h i c h  t h e y  a r e  i n t e r v e n i n g .  T h e y  a r e  i n t e r v e n i n g  t h r o u g h  t r a d e  and 
th rough  e c o n o m i c  aid.  

The  s t o r y  of t r a d e  can  be told b r i e f l y .  Th i s  was  the  f i r s t  c h a n n e l  
of the  e c o n o m i c  o f f e n s i v e .  The p r e s e n t  l e a d e r s  soon  c a m e  to r e a l i z e  
tha t  S ta l in  had t e s t e d  an i d e a  which  w a s n ' t  v e r y  p r a c t i c a l ,  n a m e l y  he 
t e s t e d  to s e e  w h e t h e r  by w i thho ld ing  e c o n o m i c  con tac t  with the  o u t s i d e  
wor ld  he  would i n j e c t  f u r t h e r  t e n s i o n s  and t h e r e f o r e  p r o d u c e  the  e x p l o -  
s ion  he was  wa i t ing  for.  Th i s  d i d n ' t  pay off. R u s s i a  s u f f e r e d  a s e r i o u s  
s e t b a c k  e c o n o m i c a l l y  d u r i n g  th i s  p e r i o d ,  s i m p l y  by r e a s o n  of be ing  out 
of  con tac t  wi th  the  W e s t  in  the  a r e a  of  m a c h i n e r y ,  m e a n i n g  c i v i l i a n  
m a c h i n e r y .  T h e r e  w e r e  a lot of new th ings  t e c h n o l o g i c a l l y  that  the  
R u s s i a n s  d idn ' t  know e x i s t e d  in the  o u t s i d e  wor ld  d u r i n g  the  f i r s t  10 
y e a r s  of  the  p o s t w a r  p e r i o d .  
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I r e m e m b e r  w h e n  t h e  B r i t i s h  m a n u f a c t u r e r s  of  f i s h i n g  t r a w l e r s  
f i r s t  got  d r a w n  in to  t he  ac t  and  b e g a n  to be p l i ed  by the  R u s s i a n s  w i th  
o r d e r s .  T h e y  r e p o r t e d  t h a t  t h e  s p e c i f i c a t i o n s  t h e  R u s s i a n s  w e r e  w r i t i n g  
f o r  f i s h i n g  t r a w l e r s  s h o w e d  t h a t  t h e y  s t i l l  had  t he  i m a g e  of  t h e  f i s h i n g  
t r a w l e r s  of  two d e c a d e s  e a r l i e r  in  t h e i r  m i n d s .  T h e y  had l o s t  t h a t  m u c h  
c o n t a c t  w i th  t he  a r e a s  of t e c h n o l o g y  tha t  w e r e  no t  d i r e c t l y  r e l a t e d  to  
a r m a m e n t .  

So t r a d e  had to be r e a c t i v a t e d ,  and q u i c k l y ,  d u r i n g  the  f i r s t  h a l f -  
y e a r  a f t e r  S t a l i n ' s  d e a t h .  T h i s  was  done .  E v e r y  W e s t e r n  E u r o p e a n  
c o u n t r y  w a s  a p p r o a c h e d  wi th  the  o f f e r  of  a new b i l a t e r a l  t r a d e  a g r e e -  
m e n t .  T h i s  w a s  t he  old t h e a t e r  of  o p e r a t i o n s .  T h e s e  w e r e  c o u n t r i e s  
t h e y  k n e w  how to d e a l  wi th ,  t h e i r  t r a d i t i o n a l  t r a d e  p a r t n e r s .  R u s s i a n  
t r a d e  had l ong  c o n s i s t e d ,  a s  you  know,  of  e x p o r t i n g  r a w  m a t e r i a l s  and  
f o o d s t u f f s  to  W e s t e r n  E u r o p e - - t i m b e r ,  g r a i n s ,  o r e s ,  f e r t i l i z e r s - - i n  
e x c h a n g e  fo r  m a c h i n e r y .  T h i s  s t r u c t u r e  was  e a s y  to r e c o n s t i t u t e .  

It w a s  a l i t t l e  m o r e  d i f f i c u l t  f o r  Sov ie t  a u t h o r i t i e s  to ge t  t h e m s e l v e s  
in to  a m o r e  a c t i v e  p o s i t i o n  v i s - a - v i s  t he  u n d e r d e v e l o p e d  a r e a s .  T h a t  
w a s  m o r e  o r  l e s s  n e w  t e r r i t o r y .  New g r o u n d  had to be b r o k e n ,  b e c a u s e  
R u s s i a  t r a d i t i o n a l l y  had l i t t l e  i n t e r e s t  c o m m e r c i a l l y  in  t h e s e  a r e a s .  
T h e r e  w e r e  abou t  a h a l f - d o z e n  c o m m o d i t i e s  s h e  n e e d e d  f r o m  t h e  u n d e r -  
d e v e l o p e d  w o r l d .  T h e y  w e r e  n a t u r a l  r u b b e r ,  wool ,  co t t on ,  c o c o a ,  t e a ,  
and f r o m  t i m e  to t i m e ,  t in ,  i . e . ,  b e f o r e  C h i n a  s t e p p e d  up i t s  p r o d u c -  
t i on .  T h i s  t r a d e  w a s  no t  on  a b i l a t e r a l  b a s i s ;  t h e r e  w a s  no qu id  p r o  quo .  
She would  a p p e a r  t h e r e  c h i e f l y  in  the  c a p a c i t y  of a p r o c u r e r .  She  would  
c o m e  to M a l a y a  to buy  r u b b e r  f o r  c a s h  s t e r l i n g ,  and s h e  would  d i s a p -  
p e a r ,  w i th  n o t h i n g  to s e l l  in  e x c h a n g e .  O r  s h e  would  c o m e  to G h a n a  and 
buy  c o c o a ,  p a y  in s t e r l i n g ,  and  d i s a p p e a r .  

H e r e  s h e  had t he  p r o b l e m  of s o m e h o w  e s t a b l i s h i n g  h e r  c o m m e r c i a l  
c o n t a c t  on  a m o r e  d u r a b l e  f o u n d a t i o n .  T h i s  t o o k  a l i t t l e  do ing ,  and  t h e y  
f e l l  b a c k  on t he  u s e  of  t he  t r a d i t i o n a l  b i l a t e r a l  t r a d e  a g r e e m e n t .  I w i l l  
c o m e  to t h i s  a l i t t l e  l a t e r ,  w h e n  we a t t e m p t  an  e v a l u a t i o n  of t h e  e c o -  
n o m i c  w e a p o n ,  to s e e  w h e r e  t he  d i f f i c u l t i e s  l i e .  T h e r e  i s  no doub t  t h a t  
t h e  U. S. S. R. m o v e d  f a s t  and  e s t a b l i s h e d  h e r s e l f  a s  a c o m m e r c i a l  f a c t o r  
in  t h e s e  a r e a s ,  and e v e n  b e g a n  to p r o d u c e  s o m e t h i n g  in the  w a y  of  a f l ow  
of  i n d u s t r i a l  e x p o r t s .  To  t h i s  day ,  by  t he  way ,  m o s t  of R u s s i a ' s  i n d u s -  
t r i a l  e x p o r t s  to t he  u n d e r d e v e l o p e d  a r e a s  a r e  r e l a t e d  d i r e c t l y  o r  
i n d i r e c t l y  to v a r i o u s  e c o n o m i c  p r o j e c t s  s h e  h a s  u n d e r w a y  in  t h e s e  c o u n -  
t r i e s .  T y p i c a l l y ,  f o r  e x a m p l e ,  s h e  i s  s e n d i n g  to I n d i a  the  s e t  of e q u i p -  
m e n t  t h a t  t h e y  need  to bui ld  t he  B h i l a i  s t e e l  m i l l .  
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But one c h a r a c t e r i s t i c  r e m a i n s  qu i te  s t r o n g  in R u s s i a ' s  t r a d e  wi th  
t he  u n d e r d e v e l o p e d  a r e a s .  I have  looked at  s o m e  s t a t i s t i c s  c o m p a r i n g  
1960 and 1954. Th i s  i s  the  beg inn ing  of the  d r i v e ,  c o m p a r e d  wi th  the  
c u r r e n t  s t a g e .  T h e r e  you have  th i s  c u r i o u s  p h e n o m e n o n ,  tha t ,  w h e r e a s  
R u s s i a  has  i n c r e a s e d  i t s  e x p o r t s  to t h e s e  a r e a s  t h r e e f o l d ,  she  a l so  has  
i n c r e a s e d  h e r  i m p o r t s  f r o m  t h e s e  a r e a s  t h r e e f o l d ,  and the  r e s u l t  i s  tha t  
t h e  i m b a l a n c e  r e m a i n s .  She s t i l l  buys  m o r e  f r o m  t h e s e  c o u n t r i e s  t han  
s h e  s e l l s  t h e m ,  r e f l e c t i n g  the  b a s i c  c o m m o d i t y  s t r u c t u r e  of h e r  e c o n o m y ,  
in w h i c h  she  s i m p l y  has  l a r g e r  r e q u i r e m e n t s  fo r  i m p o r t s  f r o m  t h e s e  
c o u n t r i e s  than  she  h a s  s u r p l u s e s  fo r  e x p o r t s  to t h e m .  

Wel l ,  so m u c h  fo r  t r a d e .  The  pa r t  of the  e c o n o m i c  o f f e n s i v e  w h i c h  
is  f a r  m o r e  d r a m a t i c ,  and f r o m  w h i c h  M o s c o w  e x p e c t s  f a r  m o r e  r e s u l t s ,  
a s  we a l l  know, is  the  e c o n o m i c  aid p r o g r a m .  When th i s  f i r s t  b u r s t  
upon  the  w o r l d ,  you r e m e m b e r ,  it took  m o s t  of us by s u r p r i s e .  We 
app l i ed  the  s t a n d a r d  t e s t s  tha t  we app ly  to a m a r k e t  e c o n o m y  in the  Wes t ,  
n a m e l y ,  we a s k e d  w h e t h e r  R u s s i a  r e a l l y  had t h e s e  i n d u s t r i a l  s u r p l u s e s  
to s p a r e .  We knew the  r e q u i r e m e n t s  of the  Sovie t  b loc fo r  e q u i p m e n t  
w e r e  g r e a t ,  tha t  m a n y  of t h e i r  r e q u i r e m e n t s  d o m e s t i c a l l y ,  in the  c i v i l i a n  
e c o n o m y ,  r e m a i n e d  s t i l l  l a r g e l y  u n s a t i s f i e d .  We n a t u r a l l y  a s k e d :  " W h e r e  
wi l l  she  get  t h e s e  s u r p l u s e s  n e e d e d  fo r  e c o n o m i c  aid ? "  

We a l w a y s  tend to f o r g e t  the  un ique  m a k e - u p  of t h i s  s o c i e t y ,  i t s  
p e r m a n e n t  s t a t e  of m o b i l i z a t i o n .  It puzz l ed  us fo r  a whi l e ,  but it  d idn ' t  
t a k e  us long to focus  on t h e i r  r e s p o n s e ,  to s e e  tha t  t h i s  was  a v e r y  
s e r i o u s  e n t e r p r i s e ,  and a c a r e f u l l y  s e l e c t e d  one ,  a s  v iewed  by the m e n  
in the  K r e m l i n .  With t h e i r  p o w e r  to d i r e c t ,  t h e y  had the  kind of c o m -  
m o d i t i e s  and the  kind of i n d u s t r i a l  k n o w - h o w  that  would p r o d u c e  an 
i m p a c t ,  and pay  off w e l l  in  t h i s  a r e a .  E c o n o m i c  aid,  as  t h e y  s a w  it,  
w a s  ful l  of g r e a t  p o l i t i c a l  p r o m i s e .  

Today ,  if you  have  s e e n  a r e c e n t  s u m m a r y  of the  Sovie t  e c o n o m i c  
aid p r o g r a m ,  you w i l l  have  no ted  tha t  s h e  has  a t o t a l  l ine  of c r e d i t s  to 
the  u n d e r d e v e l o p e d  c o u n t r i e s  tha t  r u n s  dbout  $ 4 . 8  b i l l ion .  Of t h i s ,  o n e -  
fou r th ,  o r  $1 .2  b i l l i o n ,  c o n s i s t s  of m i l i t a r y  c r e d i t s .  The  l a t t e r  has  
a l w a y s  b e e n  an  i m p o r t a n t  e l e m e n t  of the  R u s s i a n  f o r e i g n  aid ac t i v i t y .  In 
fac t ,  in s o m e  c o u n t r i e s  th i s  w a s  the  foot in the d o o r .  Th i s  was  t y p i c a l l y  
the  c a s e  in the  M i d d l e  E a s t - - i n  Egyp t ,  S y r i a ,  and I r aq .  The  f i r s t  ge t -  
t o g e t h e r  b e t w e e n  R u s s i a  and t h e s e  c o u n t r i e s  was  in the  f o r m  of an a g r e e -  
m e n t  on a m i l i t a r y  c r e d i t .  T h e  to t a l  we sa id  was  $ 4 . 8  b i l l ion .  The  
n u m b e r  of c o u n t r i e s  invo lved  is  not  v e r y  l a r g e .  If you have  s e e n  a 
r e c e n t  s u m m a r y  you wi l l  find tha t  t h e r e  a r e  about  12 c o u n t r i e s  i nvo lved  
in the  R u s s i a n  e c o n o m i c  aid p r o g r a m .  T h e s e  12 c o u n t r i e s  a r e  s p r e a d  
o v e r  fou r  r e g i o n s .  In ou r  own h e m i s p h e r e  t h e r e  a r e  two,  Cuba and 
A r g e n t i n a .  In A f r i c a  t h e r e  a r e  t h r e e ;  in A s i a  four ;  and t h e r e  a r e  t h r e e  
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c o u n t r i e s  in  the  Midd l e  E a s t .  Th i s  is  as  f a r  a s  the  g e o g r a p h i c  r e s e a r c h  
of  the  o p e r a t i o n  g o e s .  

As f a r  as  p r o m i n e n t  r e c i p i e n t s  of R u s s i a ' s  e c o n o m i c  aid a r e  con -  
c e r n e d ,  the  t h r e e  c o u n t r i e s  m o s t  f a v o r e d ,  at the  top of the  l i s t ,  a r e  
India ,  the  UAR, and I n d o n e s i a .  The  UAR would c o m e  out f i r s t  if we 
i n c l u d e  the  m i l i t a r y  c r e d i t s .  India  would c o m e  out f i r s t  if we coun ted  
on ly  the  e c o n o m i c  c r e d i t s .  By now, of c o u r s e ,  s o m e  p r o j e c t s  have  b e e n  
in o p e r a t i o n  long enough  so tha t  we have  s o m e  i m p r e s s i o n s  of what  the  
h i g h l i g h t s  a r e .  The  two big m o s t  p r o m i n e n t  h i g h l i g h t s ,  w h i c h  d o m i n a t e  
the  who le  l a n d s c a p e ,  a r e  the  Bh i l a i  s t e e l  m i l l  in  India  and the  A s w a n  
D a m  in Egypt ,  the  f i r s t  a l r e a d y  in p a r t i a l  o p e r a t i o n ;  the  s e c o n d ,  jus t  
ge t t i ng  u n d e r  way.  

One p r i m e  ob j ec t  of t h i s  p r o g r a m  is  to d e m o n s t r a t e  tha t  the  Sovie t  
Union has  the  c a p a c i t y  fo r  i n d u s t r i a l i z i n g  o t h e r  n a t i o n s ,  o r  fo r  c o n t r i b -  
u t ing  in  an i m p o r t a n t  way  to t h e i r  i n d u s t r i a l i z a t i o n .  T h i s ,  in  t o k e n  
f o r m  at l e a s t ,  h a s  b e e n  a m p l y  d e m o n s t r a t e d .  

As c o m p a r e d  wi th  the  Wes t ,  the  Sovie t  p r o g r a m  is  not l a r g e .  
Roughly ,  we m a y  th ink  of it as  e q u a l  to about  o n e - t e n t h  of the  a m o u n t  
the  Wes t  c o n t r i b u t e s .  The  Sovie t  b loc p u m p s  into e c o n o m i c  aid a n n u a l l y  
about  $700 m i l l i o n ,  and the  Wes t  p r o v i d e d  s o m e  $7 b i l l i on  a y e a r .  Add 
to th i s  the  fac t  tha t  the  W e s t e r n  p r o g r a m  has  about  60 o r  70 c o u n t r i e s  
in  i t s  s c o p e ,  and the  R u s s i a n  p r o g r a m  is  f o c u s e d  on s o m e  12 n a t i o n s .  

It i s  i n t e r e s t i n g ,  I th ink ,  to note  tha t  India  is  a v e r y  h e a v y  r e c i p -  
i en t  of R u s s i a n  a id ,  and,  if  you s o m e t i m e s  w o n d e r  w h e t h e r  s o m e  of 
o u r  e c o n o m i c  p r o g r a m s  m a k e  s e n s e ,  you m a y  a s k  y o u r s e l f  the  ques t i on :  
How d o e s  R u s s i a  e x p l a i n  th i s  to C h i n a ?  T h e s e  a r e  the  two c o u n t r i e s  
t ha t  a r e  e n g a g e d ,  as  we s e e  i t ,  in  r a t h e r  s e r i o u s  c o m p e t i t i o n ,  in w o r k -  
ing  out a d e m o n s t r a t i o n  e f fec t ,  as  to wh ich  is  the  b e t t e r  way  to e c o n o m i c  
p r o g r e s s ,  the  v o l u n t a r y  o r  the  c o e r c i v e ,  and R u s s i a  m u s t  have  g r e a t  
d i f f i c u l t y  in e x p l a i n i n g  to Ch ina  that  s o m e h o w  a l l  t h i s  a s s i s t a n c e  to the  
o t h e r  c o n t e s t a n t  h e l p s  the  C h i n e s e  c a u s e .  

T h e r e  is  th i s  to be sa id  about  Sovie t  e c o n o m i c  a id ,  and th i s  i s  
s o m e t h i n g  you m u s t  not l o s e  s igh t  of, n a m e l y ,  tha t  t h e y  a c t u a l l y  b e l i e v e ,  
and you  c a n  s e e  f r o m  the  w r i t i n g s  of t h e i r  s p e c i a l i s t s  on " i m p e r i a l i s m "  
(of the  n o n - C o m m u n i s t  wor ld )  tha t  e c o n o m i c  aid to the  u n d e r d e v e l o p e d  
c o u n t r i e s  wi l l  do t h e m  no good,  tha t  th i s  is  not the  way  to r e a l ,  v i ab le  
p r o g r e s s .  S o m e h o w ,  as  the  Sov ie t s  s e e  i t ,  e c o n o m i c  aid f r o m  the  ou t -  
s i d e  wi l l  in  fact  p r o d u c e  m o r e  d i s c o n t e n t  r a t h e r  t han  c o n t e n t m e n t .  T h e y  
e x p e c t  e c o n o m i c  aid to build up f o r c e s  fo r  con f l i c t  wi th in  t h e s e  c o u n t r i e s  
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t ha t  wi l l  tend to t e a r  each  o t h e r  apa r t .  F o r  e x a m p l e ,  w h e n  the  Sov ie t s  
r e n d e r  aid to a coun t ry ,  t hey  u sua l l y  suppor t  the  s t a te  s e c t o r  of the  
e c o n o m y .  In a l l  of t h e s e  c o u n t r i e s ,  as  you know, t h e y  have  mixed  e c o n -  
o m i e s .  Typ ica l ly ,  a coun t ry  l ike  India o r  I ndones i a  wi l l  have  a m i x e d  
e c o n o m y ,  wi th  s o m e  p r o d u c t i v e  p r o p e r t i e s  owned by the  s t a te  and s o m e  by 
p r i v a t e  i n t e r e s t s .  The R u s s i a n s  f ee l  that  when  they  suppor t  the  s t a t e  
s e c t o r  aga in s t  the  p r i v a t e  s e c t o r  t hey  a r e  s t r e n g t h e n i n g  the  s e c t o r  t hey  
f avo r ,  and,  u l t i m a t e l y ,  when the  s o c i e t y  p r o g r e s s e s  f u r t h e r  in ~ts " c o n -  
t r a d i c t i o n s " - - a n d  fo r  the  M a r x i s t s  t h e r e  m u s t  be c o n t r a d i c t i o n s - - t h e  
s t r e n g t h  wi l l  be on the  r i gh t  s ide ,  on the  s t a t e  s i d e .  The s t a t e  s e c t o r  is  
t he  h a r b i n g e r  of s o c i a l i s m .  

Also ,  when  they  p r o v i d e  e c o n o m i c  aid,  t h e y  usua l ly  d i r e c t  it into 
the  a r e a  of i n d u s t r y .  Th is  i n c r e a s e s  the  p r o l e t a r i a t .  When you i n c r e a s e  
the  s i z e  of the  p r o l e t a r i a t  r e l a t i v e  to the  r e s t  of the  popula t ion ,  you a r e  
i n c r e a s i n g  the  r e p o s i t o r y  of r e v o l u t i o n a r y  a t t i t udes ,  the  c l a s s  capab le  of  
r e v o l u t i o n a r y  ac t ion .  T h e s e  a r e  the  s o c i a l  e l e m e n t s  who wi l l  p r o d u c e  
the  f ina l  p o l i t i c a l  r e v o l u t i o n  p r o m o t e d  by the  R u s s i a n  l e a d e r s h i p .  

P e r h a p s  it i s  in t h e s e  t e r m s  that  t h e y  exp la in  t h e i r  ac t ion  to China  
tha t  what  t hey  a r e  do ing  to India  wi l l  m a k e  that  c o u n t r y  m o r e  d iv ided ,  
m o r e  f r u s t r a t e d ,  d o o m e d  to t r a v e l  the  r e v o l u t i o n a r y  road .  P e r h a p s  
Ch ina  is  p e r s u a d e d ;  p e r h a p s  not.  

Now, then,  what  d o e s  the  Soviet  Union  do when  it e n t e r s  into a 
c o u n t r y  with e c o n o m i c  aid ? You r e m e m b e r  we sa id  tha t  the  e c o n o m i c  aid 
i s  r e a l l y  the  oppor tun i ty ,  the  open  door ,  and that  the  p o l i t i c a l  e d u c a t i o n  
i s  what  t h e y  a r e  a f t e r .  T h e y  a r e ,  a f t e r  a l l ,  L e n i n i s t s .  T h e y  b e l i e v e  that  
the  cond i t i on  of m e n  is  d e t e r m i n e d  by the  o p e r a t i o n  of c e r t a i n  e c o n o m i c  
f o r c e s ,  but, b e f o r e  m e n  beg in  to act  in c o n c e r t  with t h e s e  e c o n o m i c  f o r c e s ,  
h i s t o r y  has  to i n s t i l l  s o m e t h i n g  into t h e i r  m i n d s .  They  have  to have  p o l i t i -  
ca l  i d e a s .  I t ' s  an old M a r x i s t  a x i o m  that  an idea ,  once  it  i s  a b s o r b e d  by 
the  m a s s  of peop le ,  b e c o m e s  a f o r c e  fo r  h i s t o r i c a l  change .  It i s  t h e r e f o r e  
t h e  func t ion  of the  M a r x i s t s  p o l i t i c i a n  to get  into t h e s e  c o u n t r i e s  as  a 
f r i e n d - - a n d  then ,  a s  a f r i end ,  t e l l  t h e m  e x a c t l y  what  t h e y  need  to know 
about  the  ou t s i de  wor ld .  

What t h e y  have  to t e a c h  t h e s e  peop le ,  in. the  f i r s t  p lace ,  i s  the  n a t u r e  
of the  e n e m y .  The  e n e m y  is  the  West .  The West ,  t h e y  t e l l  t h e m  is  in -  
t r i n s i c a l l y  opposed  to i n d u s t r i a l i z i n g  m o r e  c o u n t r i e s .  Or  t hey  wi l l  say :  
If t hey  (the Wes t )  do p r e t e n d  to i n d u s t r i a l i z e  you, you wi l l  s e e  that  t h e y  
wi l l  a lways  avoid h e a v y  i n d u s t r y .  They  wi l l  a d v i s e  you to c o n c e n t r a t e  on 
p r o c e s s i n g  y o u r  own r a w  m a t e r i a l s ,  to w o r k  on c o n s u m e r  goods .  Why? 
B e c a u s e  th i s  is  the  road  to con t inued  i n d e p e n d e n c e .  The Wes t  d o e s n ' t  
r e a l l y  want  you to a t t a in  t r u e  e c o n o m i c  i n d e p e n d e n c e .  
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T h e y  a l so  have  to d e m o n s t r a t e  to the new n a t i o n s  tha t  the West  
u n d e r p a y s  on the  r a w  m a t e r i a l s  t hey  buy f r o m  t h e m  and,  at  the  s a m e  t i m e ,  
o v e r c h a r g e s  on the  f i n i s h e d  goods  which  t h e y  s e l l  t h e m .  In s h o r t ,  t h e y  
t e l l  t h e m  that  the  Wes t  l i k e s  the  p r e s e n t  i n t e r n a t i o n a l  d i v i s i o n  of l a b o r ,  
by w h i c h  the  peop le  of the l e s s - d e v e l o p e d  r e g i o n s  a r e  the  h e w e r s  of wood 
and the  d r a w e r s  of w a t e r ,  wh i l e  the  Wes t  p r o d u c e s  the  f a n c y  s tuff ,  the  
m a c h i n e r y .  And the  t e r m s  of t r a d e  a r e  a l w a y s  unfa i r ;  the  e x p o r t e r s  of 
r a w  m a t e r i a l s  a r e  a l w a y s  the  ob j ec t  of exp lo i t a t i on .  

T h e y  a l so  a l w a y s  ag i t a t e  a g a i n s t  h igh  i n t e r e s t  r a t e s  t h e y  s a y  the  
Wes t  is  c h a r g i n g .  T h e y  a l so  t e l l  the  new na t ions :  Al l  the  Wes t  w a n t s  i s  
y o u r  r a w  m a t e r i a l s ,  and a c h a n c e  to s e l l  you  s o m e t h i n g  and to get  fat  in  
t he  p r o c e s s .  But s o m e  day  the West  wi l l  i nven t  s y n t h e t i c  r a w  m a t e r i a l s ,  
and t h e y  can  point  to s o m e  e v i d e n c e  of f i b e r s ,  and t hey  won ' t  need  you.  
T h e y  a r e  jus t  f a i r w e a t h e r  f r i e n d s .  To be s t r o n g  and i n d e p e n d e n t ,  you  
m u s t  do p o l i t i c a l l y  what  we have  done .  You m u s t  o r g a n i z e  y o u r s e l v e s  
on the  b a s i s  of a p e r m a n e n t  d i c t a t o r s h i p .  Th i s  t h e y  c o n s i d e r  a v e r y  
s t r o n g  c a r d  in t h e i r  hand .  S o m e t i m e s  I w o n d e r  when  t h e y  wi l l  beg in  to 
u se  it wi th  a l i t t l e  m o r e  d i s c r i m i n a t i o n .  So f a r  t h e y  have  not.  

Once  t h e y  a c c u s e d  S ta l in  of hav ing  v iewed  the  whole  n o n - C o m m u n i s t  
w o r l d  a s  one lump  m a s s .  Now t h e y  look at the  u n d e r d e v e l o p e d  w o r l d  as  
i f  it  w e r e  a s i n g l e  en t i ty ,  f a i l i ng  to d i s t i n g u i s h  b e t w e e n  the  m o r e  a d v a n c e d  
and l e s s  a d v a n c e d  na t ions  in th i s  l a r g e  g roup .  

I r e m e m b e r  tha t  not too m a n y  y e a r s  ago a t e a m  of R u s s i a n s  c a m e  
down to A r g e n t i n a  and r e q u e s t e d  an  i n t e r v i e w  wi th  P r e s i d e n t  F r o n d i z i .  
An i n t e r v i e w  was  a r r a n g e d .  T h e y  had a v e r y  u r g e n t  m e s s a g e  fo r  h im .  
The  m e s s a g e  t h e y  c a m e  a l l  the  w a y  to d e l i v e r  to h i m - - t h e y  had b e e n  to 
a t r a d e  f a i r  in U r u g u a y - - w a s  to b e w a r e  of p r i v a t e  i n v e s t m e n t ,  b e c a u s e ,  
a s  t h e y  told h i m  " th i s  is  the  back  d o o r  to c o l o n i a l i s m .  " He h e a r d  t h e m  
out po l i t e ly .  All  in a l l ,  the  i n t e r v i e w  l a s t e d  about  15 m i n u t e s ,  d u r i n g  
t h i s  t i m e  he n e v e r  a sked  t h e m  to s i t  down. 

T h i s  is  an  e x a m p l e  w h e r e  t h e y  have  t a k e n  a m e s s a g e - - w h i c h  w o r k s ,  
I a m  s u r e ,  in s o m e  c o u n t r i e s - - a n d  d e l i v e r e d  it to the  w r o n g  a d d r e s s .  
You c a n ' t  t e l l  th i s  to s o m e  c o u n t r i e s  tha t  h a v e n ' t  ye t  o r g a n i z e d  t h e i r  own 
p o l i t i c a l  a p p a r a t u s ,  new c o u n t r i e s  in A f r i c a ,  p e r h a p s ,  tha t  s i m p l y  don ' t  
know what  it m e a n s  to be fu l ly  in c h a r g e  of t h e i r  own e c o n o m y ,  to w r i t e  
t h e i r  own l aws  g o v e r n i n g  f o r e i g n  i n v e s t m e n t .  T h e y  h a v e n ' t  w r i t t e n  t h o s e  
l aws  ye t .  T h e y  h a v e n ' t  t e s t e d  t h e m .  In t h o s e  c o u n t r i e s  it  m a y  w o r k .  But 
I a m  s u r e  such  s c a r c e  t a c t i c s  w i l l n o t  w o r k  in a c o u n t r y  tha t  knows  it i s  
ge t t i ng  s o m e  of the  n e w e s t  and m o s t  m o d e r n  i n d u s t r y  o r g a n i z e d  o r  expanded  
wi th  the aid of p r i v a t e  c a p i t a l  f r o m  ab road ;  on the  b a s i s  of a g r a s s r o o t s  
r e l a t i o n s h i p ,  not g o v e r n m e n t  to g o v e r n m e n t  but i n d u s t r y  to i n d u s t r y .  
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Such i n v e s t m e n t s  w o r k  qu ie t ly ,  a l m o s t  the  w a y  the g r a s s  g r o w s .  Any 
s e l f - c o n f i d e n t  new na t i on  can  c o n t r o l  the  f o r e i g n  i n v e s t o r  and a l so  get  
h i m  to he lp  to add m a t e r i a l l y  to the  n a t i o n a l  w e a l t h  of the  d e v e l o p i n g  
c o u n t r y .  

I a m  s u r e  tha t  the  c a m p a i g n  a g a i n s t  p r i v a t e  i n v e s t m e n t  d o e s n ' t  pay 
off e q u a l l y  in a l l  c o u n t r i e s .  But th i s  is  on ly  pa r t  of a b r o a d  d r i v e  the  
o b j e c t  of wh ich  is  to " t e a c h "  t h e s e  c o u n t r i e s  tha t  what  t h e y  m u s t  do 
u l t i m a t e l y  is  to d e n y  the  c a p i t a l i s t  c o u n t r i e s  d i r e c t  a c c e s s  to t h e i r  own 
e c o n o m i e s .  

Th i s  is  on the  n e g a t i v e  s i d e .  On the  pos i t i ve  s ide ,  of c o u r s e ,  the  
R u s s i a n s  a l so  have  a few th ings  t h e y  want  to c o n v e y  to the  new na t i ons  
" a s  a f r i e n d .  " T h e y  m u s t  d e m o n s t r a t e  to t h e m  that  not on ly  is  it i m p o r -  
t an t  to know who y o u r  e n e m y  i s ,  b e f o r e  the  f ina l  c l a s h  c o m e s ,  but it  i s  
a l s o  i m p o r t a n t  to know who y o u r  f r i e n d  is .  

When you r e a d  in the  Sovie t  p u b l i c a t i o n s  a d e s c r i p t i o n  of t h e i r  e c o -  
n o m i c  aid p r o g r a m ,  and if  you a r e  a R u s s i a n  c i t i z e n  who, not r e a d i n g  
a n y t h i n g  e l s e ,  you  get  the  i m p r e s s i o n  tha t  the  Wes t  h a s  f i na l l y  b e e n  
p e r s u a d e d  s o m e h o w  to get  out of a l l  the  u n d e r d e v e l o p e d  a r e a s ,  and tha t  
now the  new na t i ons  get  t h e i r  e c o n o m i c  aid on ly  f r o m  the  Sovie t  Union  
and i t s  c a p t i v e  a l l i e s .  

While they have the ear of their clients in the poorer countries 
they wantto demonstrate to them that the one element lacking in an under- 
developed economy is capital, and there are two ways of getting capital. 
You get it either by importing it from the outside and paying the price 
which the capitalists put on their capital, or else you extract it from in- 
ternal resources. The Russian experience has demonstrated how a 
society can organize itself for economic growth under a dictatorship. 
This involved the restriction of consumption, through fiscal policy, with 
total control over wages, total control over prices, in such a way that 
the leadership knows almost every month how much will be consumed 
of the national product, and how much will be set aside for investment 
capital. This is indeed a plausible way of building capital. You extract 
it from your own people, and you have no interest charges. The only 
limit is the endurance of your own population. If your people begin to 
get restless, thenyou knowyou have to do what dictators have always done. 

I t ' s  a l m o s t  l ike  the  s t o r y  of the  f a r m e r  who was  m i x i n g  a l i t t l e  bit 
m o r e  of s a w d u s t  e v e r y  day  with  the  oa t s  tha t  he  fed to h i s  h o r s e .  He was  
qu i t e  s u c c e s s f u l ,  up to a point .  J u s t  b e f o r e  h i s  m i x t u r e  c o n s i s t e d  100 
p e r c e n t  of s a w d u s t  the  s tupid  h o r s e  went  and d ied .  It was  a c l e a r  c a s e  
of  a t o t a l  l a ck  of i n t e r e s t  in s c i e n t i f i c  e x p e r i m e n t a t i o n .  
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C A P T A I N  P O W E L L :  M r .  H e r m a n  is  r e a d y  f o r  y o u r  q u e s t i o n s .  

QUESTION:  S i r ,  do you a t t a c h  any  s i g n i f i c a n c e  to the  fac t  tha t  the  
Sovie t  Union m i l i t a r y  a r r a n g e m e n t s  fo r  the u n d e r d e v e l o p e d  c o u n t r i e s  
a l w a y s  loan  r a t h e r  t han  g r a n t  ? I don ' t  know of any  g r a n t s  t h e y  h a v e  
m a d e  in tha t  a r e a .  

MR. HERMAN:  The  i s s u e  of l oans  v e r s u s  g r a n t s  i s  o f t en  d i s c u s s e d  
by the  R u s s i a n s .  I a m  s u r e  t h e r e  is  a p r a c t i c a l  s i d e  to it and t h e r e  is  a 
p s y c h o l o g i c a l  s i de  to i t .  The  p r a c t i c a l  s i de ,  of c o u r s e ,  i s  tha t  t h i s  i s  a 
p r a c t i c e  to w h i c h  the  R u s s i a n s  a r e  m o r e  a c c u s t o m e d  wi th in  the  b loc .  In 
the  b loc ,  the  Sovie t  l e a d e r s  w o r k  on the b a s i s  of l o a n s  on w h i c h  t h e y  g ive  
t h e m  l i t t l e  t i m e  to r e p a y .  China ,  fo r  e x a m p l e ,  n e v e r  r e c e i v e d  a g r e a t  
d e a l  f r o m  R u s s i a  in t e r m s  of  e x t e n d e d  c r e d i t .  She got s o m e  h a r d w a r e ,  
s o m e  i n d u s t r i a l  goods  on c r e d i t ,  but she  had to pay  up wi th in  the  nex t  
two,  t h r e e ,  o r  f ive  y e a r s ,  at the  m o s t .  

T h e y  a r e  used  to be ing  paid fo r  t h e i r  g i f t s .  In a l l  of t h e s e  c o u n t r i e s  
t h e y  had c e r t a i n  c o m m o d i t y  r e q u i r e m e n t s .  T a k e  t y p i c a l l y  Egyp t .  T h e y  
h a v e  a l w a y s  bought  s o m e  co t ton ,  a l t hough  t h e y  p r o d u c e  a lot of t h e i r  own.  
T h e y  l ike  the  r a w  m a t e r i a l  to be quid p ro  quo f o r  the  e q u i p m e n t .  But,  
f r o m  the  p s y c h o l o g i c a l  s i d e ,  you  can  s e e  the  w a y  t h e y  use  it  f o r  p r o p a -  
ganda .  T h e y  th ink  tha t  t h e y  a r e  in a b e t t e r  p o s i t i o n  wi th  an  u n d e r d e v e l -  
oped c o u n t r y  to wh ich  t h e y  ex tend  a loan .  T h e y  m a k e  it, of  c o u r s e ,  v e r y  
f a v o r a b l e ,  and t h e y  m a k e  the  i n t e r e s t  r a t e  low, but at the  s a m e  t i m e  
t h e y  say ,  "We don ' t  c o m e  to you in the g u i s e  of a r i c h  unc l e .  In fac t  we 
a r e  a l i t t l e  r i c h e r  now. " T h e y  use  th i s  to b e l i t t l e  the  p o s t u r e  of t he  Wes t ,  
s a y i n g ,  in e f fec t ,  " T h e  Wes t  p l i e s  you wi th  c h a r i t y  and e x p e c t s  you to 
b e h a v e  l ike  a poo r  r e l a t i v e .  " 

I s a y  it i s  a m i x t u r e  of t h e s e  two c o n s i d e r a t i o n s .  T h a t ' s  about  the  
on ly  s i g n i f i c a n c e  I c a n  s e e .  But when  a c o u n t r y  is  r e a d y  to u se  v i o l e n c e  
a g a i n s t  i t s  n e i g h b o r ,  when  it f inds  s o m e b o d y  it would  l ike  to a t t a ck ,  
R u s s i a  is  not a v e r s e  to m a k i n g  f r i e n d s  by e n c o u r a g i n g  m i l i t a r y  a c t i o n .  
T h e  fac t  tha t  she  h a s  no s u r p l u s  r e s o u r c e s  at  the  m o m e n t  w i l l  n e v e r  be 
a d e t e r r e n t .  The  a r m s  wi l l  t u r n  up, b e c a u s e ,  if  the  Sovie t  e c o n o m y  has  
one  g e n u i n e  s u r p l u s ,  I a m  s u r e  a r m a m e n t s  a r e  the  one .  

QUESTION:  Would you a d d r e s s  y o u r s e l f  to the  q u e s t i o n  of t he  d i f f e r -  
e n c e  in t e c h n i q u e s  wi th  r e s p e c t  to g iv ing  aid and a s s i s t a n c e ,  n a m e l y ,  we 
in  the  Wes t  t r y  to do t h i s  on an a n a l y t i c ,  s y s t e m a t i c ,  and b u s i n e s s l i k e  
b a s i s ,  to d e t e r m i n e  f i r s t  of a l l ,  w h e t h e r  the c o u n t r y  has  a need  fo r  w h a t -  
e v e r  it i s  t h e y  would l ike  to h a v e ,  and I u n d e r s t a n d  tha t  the  Sovie t  Union  
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i s  n o t  q u i t e  so  b u s i n e s s l i k e  a n d  i s  w i l l i n g  to  do  a l m o s t  a n y t h i n g  w i t h o u t  
r e s p e c t  to  w h e t h e r  t h e r e  i s  i n  f a c t  a b o n a  f i d e  n e e d  ? 

M R .  H E R M A N :  Y e s ,  t h e r e  i s  t h a t  k i n d  o f  d i s t i n c t i o n ,  and  i t ' s  r e a l .  
In  a s e n s e  t h e  R u s s i a n s  h a v e  t a u g h t  u s  a l e s s o n  in  t h i s  r e s p e c t .  W h e n  
t e c h n i c a l  a i d  a n d  e c o n o m i c  d e v e l o p m e n t  f i r s t  b e g a n ,  y o u  r e m e m b e r ,  t h e  
o n e  b i g  o p e r a t i n g  a g e n c y  w i t h  e x p e r i e n c e  in  t h e  f i e l d  w a s  t h e  W o r l d  B a n k .  
T h e  B a n k  w o u l d  u s e  s t a n d a r d  p r o c e d u r e s  g o i n g  i n to  a c o u n t r y  w h e r e  a 
p r o j e c t  w a s  s u g g e s t e d  to  t h e m .  T h e y  w o u l d  u s e  t h e  b a n k e r ' s  t y p i c a l y a r d -  
s t i c k ,  n a m e l y :  W i l l  t h e r e  be  a m a r k e t  ? W i l l  t h e r e  be  a p r o f i t  ? W i l l  i t  be  
i n  t h e  f i n a l  a n a l y s i s  c h e a p e r  t h a n  i m p o r t i n g  f r o m  a b r o a d  ? I s u p p o s e  i t  i s  
s t i l l  a g o o d  t e s t  w h e r e  s t r i c t l y  e c o n o m i c  c o n s i d e r a t i o n s  a r e  c o n c e r n e d .  

Bu t  y o u  m u s t  r e m e m b e r  t h a t  o n  t h e  b a s i s  o f  t h a t  y a r d s t i c k  t h e  o p i n -  
i o n  o f  t h e  W o r l d  B a n k  w a s  t h a t  I n d i a  d id  no t  n e e d  a s t e e l  m i l l  i n  1953,  
t h a t  i t  w o u l d  be  c h e a p e r  to  b u y  s t e e l  i n  t h e  w o r l d  m a r k e t  a t  g o i n g  p r i c e s  
t h a n  to  a m o r t i z e  a p r o p e r t y  o f  t h e  s i z e  o f  a s t e e l  m i l l .  T h i s  w a s  t h e  
W e s t e r n  p o s i t i o n  f o r  s o m e  t i m e ,  u n t i l  t h e  R u s s i a n s  g o t  i n t o  t h e  a c t .  O n e  
d a y  a t  a p r i v a t e  d i n n e r  p a r t y  t h e  R u s s i a n  A m b a s s a d o r  w h i s p e r e d  a q u e s -  
t i o n  to  t h e  r i g h t  m a n  i n  N e w  D e l h i ,  w h e t h e r  t h e y  w o u l d  l i k e  R u s s i a  to  
g i v e  t h e m  a s t e e l  m i l l ,  n o w  t h a t  t h e  W e s t  h a d  t u r n e d  t h e m  d o w n .  T h e  
a n s w e r  w a s  y e s ,  ~nd t h i n g s  h a v e  b e e n  p o p p i n g  e v e r  s i n c e .  

Y ou  m u s t  a l s o  b e a r  in  m i n d  t h a t  b y  n o w ,  c o m p a r e d  to  t h e  o n e  
R u s s i a n  s t e e l  m i l l ,  t h e  B h i l a i  s t e e l  m i l l ,  t h e  W e s t  h a s  h e l p e d  I n d i a  w i t h  
t h r e e  • s t e e l  m i l l s .  T h e r e  i s  a f o u r t h  o n e  o n  t h e  c a r d s .  So we  u s e  s o m e  
t e c h n i q u e s  t h a t  a r e  n o t  c o m p l e t e l y  a p p l i c a b l e  i n  t h e  u n d e r d e v e l o p e d  c o u n -  
t r i e s ,  bu t  w e  a r e  w i l l i n g  to  l e a r n .  I a m  s u r e  we  h a v e  l e a r n e d  a l o t ,  and  
s o m e  o f  t h e  l e s s o n s  w e r e  t a u g h t  to  u s  by  R u s s i a n  p r a c t i c e ,  s i m p l y  b e -  
c a u s e  t h e y  w e r e  o n  t h e  s i d e l i n e s ,  y o u  r e m e m b e r ,  f o r  a l o n g  t i m e ,  w h i l e  
w e  w e r e  g e t t i n g  in  t h e r e  w i t h  b o t h  f e e t  and  d o i n g  o u r  b e s t .  

W e l l ,  a s  l o n g  a s  w e  k e e p  t h e  d o o r  o p e n  to  n e w  i d e a s ,  t e c h n i q u e s ,  
a s  l o n g  a s  we  k e e p  t h e  d o o r  to  o p p o r t u n i t y  a c c e s s i b l e ,  t h e  W e s t  w i l l  
m a k e  m i s t a k e s  a n d  l e a r n  f r o m  t h e m ,  and  do b e t t e r  in  t h e  f u t u r e .  

QUESTION: W o u l d  y o u  c o m m e n t  a b i t  o n  h o w  R u s s i a ' s  n e e d  f o r  
f o r e i g n  e x c h a n g e  i n f l u e n c e s  h e r  e c o n o m i c  p o l i c i e s ?  F o r  e x a m p l e ,  o n  t h e  
o r i g i n a l  c r a b m e a t  s l a v e - l a b o r  o r d e r  m a n y  y e a r s  a g o ,  o n e  o f  t h e  m a i n  
r e a s o n s  I t h i n k ,  t h a t  we  w e r e  l o o k i n g  f o r  t h i s  b a c k w a r d  a p p r o a c h  w a s  
b e c a u s e  we  t h o u g h t  t h a t  s h e  h a d  t h i s  g r e a t  n e e d  f o r  f o r e i g n  e x c h a n g e  and  
w e r e  a t t e m p t i n g  to  c u t  s o m e  o f  i t  o f f .  W i l l  y o u  c o m m e n t  o n  h o w  s h e  
s t a n d s  o n  t h i s ,  a n d  h o w  t h i s  i n f l u e n c e s  h e r  p o l i c y ?  
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MR. HERMAN: Yes.  One of R u s s i a ' s  w e a k n e s s e s ,  in fact ,  in 
t h i s  whole  new p o s t u r e  that  she  is  s t r i k i n g  v i s - a - v i s  the  u n d e r d e v e l o p e d  
wor ld  is  the  fact  that  she  had a lways  kept  h e r  c o m m i t m e n t s  to f o r e i g n  
t r a d e  at a m i n i m u m .  It i s n ' t  as  bad now as  it once  was .  In t h e i n t e r w a r  
p e r i o d ,  R u s s i a  s t r i c t l y  c o n s i d e r e d  t r a d e  as  a s t r a t e g i c l i a b i l i t y ,  tks t hey  
saw it, you find your  coun t ry  s u r r o u n d e d  by c a p i t a l i s t  c o u n t r i e s  that  a r e  
s t r o n g e r  than  you, you open  your  d o o r s  wide  to t h e i r  t r a d e ,  and b e f o r e  
you know i t t h e y w i l l  o v e r w h e l m  you. They  wi l l  k i l l  you r  infant  i n d u s t r i e s .  
You know a l l t h e a r g u m e n t s  that  go with i t .  The  t e n d e n c y i n  R u s s i a  d u r i n g  
the  i n t e r w a r  p e r i o d ,  e s p e c i a l l y  a f t e r  the  big buying s p l u r g e  of the  f i r s t  
F i v e - Y e a r  P lan ,  was  to r e s t r i c t  f o r e i g n  t r a d e ;  and r e s t r i c t e d  it was .  It 
was  t r a i l i n g  off v e r y  r a p i d l y  t oward  the  c o m i n g  of World  War  II, and she  
was  bu i ld ing  s e l f - s u f f i c i e n c y  and i m p o r t i n g ,  as  the  o f f i c ia l  po l i cy  put it ,  in  
o r d e r  to c e a s e  i m p o r t i n g  and to m a k e  h e r s e l f  l e s s  d e p e n d e n t  on i m p o r t s .  

She now s u f f e r s ,  in a s e n s e ,  f r o m  th i s  p a r t i c u l a r  p r a c t i c e  of ho ld ing  
back  on h e r  i n v o l v e m e n t  c o m m e r c i a l l y  wi th  o t h e r  e c o n o m i e s .  She suf -  
f e r e d  f r o m  it v e r y  a c u t e l y  at the  end of World  War  II, when  s u d d e n l y  she  
found h e r  e m p i r e  e n l a r g e d  and wi th in  th i s  e m p i r e  she  had c o u n t r i e s  f r o m  
E a s t e r n  E u r o p e ,  a l l  of w h o m  had b e e n  m o r e  a c t i v e  t r a d e r s  t han  had R u s -  
s ia .  No c o u n t r y  in E a s t e r n  E u r o p e  can  c l a i m  to be s e l f - s u f f i c i e n t ,  as  R u s s i a  
can.  Po land  was  h igh ly  d e p e n d e n t ,  C z e c h o s l o v a k i a  was  h igh ly  d e p e n d e n t ,  
and ye t  R u s s i a  did not  have  the  w h e r e w i t h a l ,  the  expo r t  s u r p l u s e s ,  and 
she  had to p r e t e n d  tha t  she  did, b e c a u s e  t h e s e  w e r e  a l l  c o u n t r i e s  g o v e r n e d  
by C o m m u n i s t  m i n o r i t i e s ,  and you d idn ' t  h e a r  any  o u t c r i e s  o v e r  tha t .  
But it c e r t a i n l y  p r o d u c e d  s t r a i n s  wi th in  the  C o m m u n i s t  e m p i r e ,  b e c a u s e  
of the  need  of t h e s e  c o u n t r i e s  for  con tac t  wi th  the  f o r e i g n  m a r k e t  and 
b e c a u s e  of R u s s i a ' s  f a i l u r e  to p r o v i d e  a ful l  s u b s t i t u t e  for  t h e i r  f o r m e r  
c o m m e r i c a l  p a r t n e r s .  

B e c a u s e  of th i s  r e s t r i c t e d  s i z e  of h e r  c o m m e r c i a l  o p e r a t i o n ,  she  
was  a lways  s h o r t  of f o r e i g n  exchange .  R u s s i a ,  t yp ica l ly ,  say,  in the  
i n t e r w a r  y e a r s ,  wou ld  have  an i m p o r t  p r o g r a m .  Th i s  amoun t ,  say,  is  
what  you have  to b r i n g  into the  e c o n o m y  tha t  i s n ' t  t h e r e  now, w h e t h e r  
i t ' s  r aw  m a t e r i a l s  o r  new i d e a s  in t e chno logy .  Once  you se t  up th i s  i m -  
p o r t  p r o g r a m  then  you deve lop  an expor t  p r o g r a m ,  m o s t  of it t h ings  
tha t  you r e a l l y  don ' t  have  in s u r p l u s ,  but t h ings  that  wi l l  s e l l  ab road ,  
tha t  wi l l  be su f f i c i en t  to pay fo r  your  i m p o r t  p r o g r a m .  So she  was  a lways  
wa lk ing  the  r a z o r ' s  edge  as  f a r  as f o r e i g n  e x c h a n g e  is  c o n c e r n e d .  

We c e r t a i n l y  did r e d u c e  h e r  p u r c h a s i n g  p o w e r  in  t h i s  m a r k e t  f i r s t  
and in the  wor ld  at l a r g e  by cu t t ing  back on c r a b m e a t ,  but it was  jus t  a s  
e f f e c t i v e  as  the  s i z e  of the  o p e r a t i o n .  C r a b m e a t  b rought  the  R u s s i a n s  
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$ 2 . 3  m i l l i o n  a y e a r  at  the t i m e  we cut  t h e m  off in 1951. A l t o g e t h e r ,  she  
w a s  s e l l i n g  in th i s  m a r k e t  at  tha t  t i m e  about  $38 m i l l i o n  w o r t h o f g o o d s  at  
the  t i m e  th i s  th ing  h a p p e n e d .  It was  a r a t h e r  l i m i t e d  r e d u c t i o n  in e a r n i n g s .  

But,  to t h i s  day,  R u s s i a  s t i l l  would do a b i g g e r  job in f o r e i g n  t r a d e ,  
and would do it wi th  l e s s  s t r a i n ,  if she  had not a r t i f i c i a l l y  r e s t r a i n e d  h e r  
f o r e i g n  c o m m e r c i a l  o p e r a t i o n .  L a t e r  on we migh t  find a l i t t l e  m o r e  t i m e  to 
t a l k  about  it f o r  a m i n u t e  o r  two.  Th i s  is  one idea  tha t  I f a i l ed  to put on  the  
r e c o r d .  I hope  we c a n  c o m e  back  to it .  

QUESTION:  In y o u r  r e a d i n g ,  s i r ,  have  you d e t e c t e d  the  r e a s o n  fo r  the  
exodus  of the  Sovie t  t e c h n i c i a n s  f r o m  Red China ,  and what  t h i s  m a y  m e a n ?  

MR. HERMAN: The fac t  tha t  t h e r e  w e r e  m o r e  t e c h n i c i a n s  at one 
t i m e  than  t h e r e  a r e  now, I a m  s u r e  is  on the  r e c o r d .  T h a t ' s  v e r i f i a b l e .  
The  fac t  tha t  t h e y  lef t  at a p a r t i c u l a r  t i m e  in l a r g e  n u m b e r s  was  a l so  
c o n f i r m e d  by the  R u s s i a n  p r e s s .  T h e y ' v e  d i s c u s s e d  it  open ly ,  but of 
c o u r s e ,  n e v e r  jus t  as  a s t r a i g h t f o r w a r d  fac t .  R u s s i a n  i n f o r m a t i o n  m e d i a  
n e v e r  put down a fac t  and le t  it s tand  at tha t .  T h e y  a l so  p r o v i d e  the  i n t e r -  
p r e t a t i o n ,  the  i m p l i c a t i o n  of t h i s  f ac t .  Or  e l s e  t h e y  w e r e  a f r a i d  if t h e y  
d idn ' t  s o m e b o d y  m i g h t  d r a w  h i s  own c o n c l u s i o n s .  

T h e  c o n c l u s i o n  t h e y  poin ted  to,  the  m e a n i n g  t h e y  a s c r i b e d  to t h i s -  - and  
it d idn ' t  c o n v i n c e  too m a n y  p e o p l e - - w a s  tha t  R u s s i a  has  been  v e r y  h e a v i l y  
i nvo lved  in t e c h n i c a l  aid to Ch ina .  T h e r e  w e r e  m a n y  going  p r o g r a m s ,  but 
now t h e s e  p r o g r a m s  w e r e  c o m p l e t e d  and Ch ina  was  con t inu ing  on h e r  own.  
D u r i n g  th i s  p e r i o d  t h e y  t r a i n e d  t h e i r  own peop le ,  t h e r e f o r e  t h e r e  was  no 
l o n g e r  a n y  need  fo r  the  good R u s s i a n  s p e c i a l i s t s  t h e r e .  

T h i s  s i m p l y  lef t  the  f ac t s  s tand  as  t h e y  w e r e ,  and it i s  p r o b a b l y  up to 
us to i n t e r p r e t  t h i s ,  as  to what  it m e a n s .  T h e r e  is  o b v i o u s l y  s o m e  t u g - o f -  
w a r  going on in the  b a c k g r o u n d ,  in w h i c h  one s i d e  t r i e s  to d e m o n s t r a t e  to 
the  o t h e r  tha t  "you  a r e  d e p e n d e n t  on us fo r  i n d u s t r i a l  d e v e l o p m e n t  o r  
i n d u s t r i a l  i d e a s  and t e c h n i q u e s ,  " and the  o t h e r  t r i e s  to d e m o n s t r a t e  tha t  
"you  a r e  d e p e n d e n t  o n u s  fo r  n u m b e r s - - a f t e r  a l l ,  who e l s e  h a s  got m i l l i o n s  
of e x p e n d a b l e  peop l e  to t h r o w  a w a y ? "  T h i s  i s  pa r t  of the  o p e r a t i o n s  tha t  go 
behind  the  s c r e e n ,  a m o n g  the  peop le  at the  b a r g a i n i n g  t a b l e .  But p r e c i s e l y  
how m u c h  we igh t  it  c a r r i e s ,  I would not d a r e  to say .  

QUESTION:  Mr .  H e r m a n ,  would you c o m m e n t  o n t h e  p e r f o r m a n c e  of  
t he  R u s s i a n s  u n d e r  t h e s e  e c o n o m i c  aid l oans  ? F o r  e x a m p l e ,  we a r e  w e l l  a -  
a w a r e  of t h e i r  p e r f o r m a n c e  on the  s p e c t a c u l a r  p r o j e c t s ,  l ike  the  A s w a n  D a m  
and  the  Ind ian  s t e e l  m i l l .  On the  o t h e r  hand,  as  I u n d e r s t a n d  it, in Indo -  
n e s i a  t h e y  g r a n t e d  a S 1 0 0  m i l l i o n  loan  in 1957, but  in 1960 M r .  K h r u s h c h e v  

19 



a n n o u n c e d  tha t  an a d d i t i o n a l  $250 m i l l i o n  l oan  would be g iven ,  but tha t  
the  m o n e y s  f r o m  the  1957 loan  had not b e e n  f o r t h c o m i n g  as  of tha t  t i m e .  

MR. HERMAN:  You a r e  r igh t .  T h e r e  is  an  e l e m e n t  of r e p e a t  
p u b l i c i t y  in th i s  who le  o p e r a t i o n  tha t  the  R u s s i a n s  a r e  v e r y  a n x i o u s  to 
exp lo i t .  Th i s  t h e y  do v e r y  we l l .  In fac t  I t h ink  t h e i r s  i s  a n a t i o n a l  
p s y c h o l o g y  tha t  u n d e r s t a n d s  the  s t a g e  o p e r a t i o n  b e t t e r ,  o r  r a t h e r  f inds  
it m o r e  s a t i s f a c t o r y  to w o r k  wi th  s t a g e d  e f f ec t s  r a t h e r  t han  to le t  e v e n t s  
fo l low t h e i r  own c o u r s e .  S o m e h o w ,  when  t h ings  t ake  t h e i r  own c o u r s e  in 
a n y  Sovie t  o p e r a t i o n ,  it b e c o m e s  a p r e t t y  s l oppy  c o u r s e .  But you  put it on 
a s t a g e  and t h r o w  a spo t l i gh t  on i t ,  and you c r e a t e  an i l l u s i o n  tha t  i s  
qu i te  e x h i l a r a t i n g .  M e a n t i m e ,  the  r e s t  of the  w o r l d  is  w a t c h i n g  you,  and 
the  p e r f o r m a n c e  s o m e h o w  b e c o m e s  b e t t e r  a l l  a r o u n d .  

I t h ink  we m u s t  not m a k e  the  m i s t a k e  of a s s u m i n g  tha t  s o m e  f o r e i g n  
aid o p e r a t i o n s  a r e  l e s s  of a spo t l i gh t  a f f a i r  t han  o t h e r s .  T h e y  a r e  c a r e -  
fu l ly  s c r e e n e d  and w a t c h e d .  A c t u a l l y  w h e n e v e r  R u s s i a  goes  into the  ou t -  
s i d e  w o r l d ,  e v e n  with  a r o u t i n e  e x p o r t  p r o d u c t ,  a f a r m  t r a c t o r  and 
no th ing  m o r e ,  she  knows  tha t  she  is  u n d e r  the  w o r l d ' s  spo t l igh t .  I t ' s  
got to be b e t t e r  t han  a n y t h i n g  o f f e r e d  to the  lowly  c o n s u m e r  at  h o m e .  

In the  R u s s i a n  f a c t o r i e s ,  w h e r e  I went  about  l a s t  s u m m e r ,  we could  
s e e  tha t  t h o s e  we c a m e  to v i s i t  tha t  w e r e  on o u r  i t i n e r a r y  w e r e  a l l  f a c -  
t o r i e s  tha t  t h e y  w e r e  p roud  to s a y  w e r e  p r o d u c i n g  a good p a r t  of t h e i r  
output  fo r  the  expo r t  m a r k e t .  Some  would s a y  50 p e r c e n t ,  s o m e  would 
s a y  25, 30, o r  45. T h e s e  a r e  the show p l a c e s .  T h e y  a l so  showed  us 
s o m e  of t h e i r  qua l i t y  c o n t r o l ,  one was  in  the  w a t c h  f a c t o r y .  T h e y  a l so  
showed  us the  e x p o r t  p r o d u c t  q u a l i t y  c o n t r o l .  Th i s  i s  a l w a y s  a l i t t l e  
m o r e  a m b i t i o u s  than  the  r e s t .  Any p r o j e c t  d e s i g n e d  to be c a r r i e d  out  in 
the  o u t s i d e  w o r l d  is  a p r o j e c t  by w h i c h  R u s s i a n  r e p u t a t i o n  and R u s s i a n  
k n o w - h o w  wi l l  be judged .  She s e n d s  no th ing  but h i g h l y  qua l i f i ed  peop le  
f o r  jobs  of t h i s  c h a r a c t e r .  

In Ind ia  t h e r e  w a s  an  a c c i d e n t  s o m e  y e a r s  ago,  when  the  f i r s t  
R u s s i a n  c h i e f  e n g i n e e r  wen t  down to he lp  wi th  the  Bh i l a i  m i l l .  He was  
d r o w n e d  whi l e  duck  hunt ing ,  a c c o r d i n g  to the  o f f i c i a l  a c c o u n t .  When  we 
r e a d  h i s  o b i t u a r y ,  t h i s  p r o v e d  to be a m o s t  i m p r e s s i v e  p e r s o n ,  p r o b a b l y  
the  No. 1 m a n  in R u s s i a  in the  b u s i n e s s  of bui ld ing s t e e l  m i l l s .  He had 
bui l t  t he  l a s t  f ive  m o d e r n  R u s s i a n  s t e e l  m i l l s .  T h e y  sen t  h i m  and no-  
body  e l s e  to a f o r e i g n  o p e r a t i o n  l ike  India .  U n f o r t u n a t e l y ,  he  d i ed .  
But you  c a n ' t  s a y  tha t  the  R u s s i a n s  d idn ' t  t r y  t h e i r  be s t .  

What  h a p p e n e d  in I n d o n e s i a  has  not g iven  the  R u s s i a n s  a b l a c k  eye .  
I t h ink  you  a r e  r igh t ,  the  f i r s t  c r e d i t  of $ i 0 0  m i l l i o n ,  g r a n t e d  in 1956, 
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w a s  a long t i m e  in be ing  i m p l e m e n t e d .  I c e r t a i n l y  h a v e n ' t  r e a d  enough  
in dep th  on th i s  p a r t i c u l a r  c o u n t r y  to be ab le  to put the  b l a m e  on one 
c o u n t r y  o r  the  o t h e r .  I r a t h e r  s u s p e c t  t h a t - - s u b j e c t  to c o r r e c t i o n ,  I 
would  s a y - - t h e  I n d o n e s i a n s  w e r e  p r o b a b l y  s low in c o m i n g  up wi th  a p r o j -  
ec t  on which  th i s  m o n e y  could be u s e d .  But the  m o m e n t  R u s s i a  got c l o s e r  
to I n d o n e s i a  p o l i t i c a l l y ,  by t a k i n g  h e r  s i d e  on the  i s s u e  of the  t e r r i t o r i a l  
d i s p u t e  she  had wi th  the  Dutch  o v e r  New Guinea ,  th ings  b e g a n  to pop a 
l i t t l e  bit  m o r e .  

T h e r e  was  one  p r o j e c t  tha t  I know of tha t  gave  t h e m  a p r o l o n g e d  h e a d -  
a c h e  in  I n d o n e s i a ,  but it i nvo lved  E a s t e r n  G e r m a n y  r a t h e r  t han  R u s s i a .  
T h e  s t o r y  is  tha t  E a s t e r n  G e r m a n y  u n d e r t o o k  to p r o v i d e  t h e m  wi th  a s u g a r  
m i l l ,  and did.  T h e  on ly  t r o u b l e  was  tha t  the  s u g a r  m i l l  t h e y  d e l i v e r e d  
w a s  a m i l l  f o r  p r o c e s s i n g  s u g a r  b e e t s  r a t h e r  t han  s u g a r c a n e .  T h e r e  was  
s o m e  e m b a r r a s s m e n t  t h e r e ,  but t h e y  s n a p p e d  out of i t .  The  C z e c h s  
c a m e  in,  m a d e  s o m e  a d j u s t m e n t s ,  and tha t  was  e f f e c t i v e l y q u i e t e d  down.  

On the  whole  t h e r e  a r e  v e r y  few e m b a r r a s s i n g  d e v e l o p m e n t s .  Th i s  
kind of e n t e r p r i s e  i s  v e r y  c a r e f u l l y  c o n t r o l l e d .  F o r  e x a m p l e ,  when  t h e y  
s en t  the  f i r e b r i c k s  f o r  the  f u r n a c e s  of the  Bh i l a i  s t e e l  m i l l ,  s o m e b o d y  
told  us ,  t h e y  a r r i v e d  w r a p p e d  in t i s s u e  p a p e r ,  e v e r y  b r i c k  in  i t s  own 
w r a p p i n g .  

QUESTION: When you talked about the relationships with other coun- 
tries,  underdeveloped countries, you mentioned our business-to-business 
approach, and yet in some of these smaller countries the countries them- 
selves are in the business that we have to contact. So, in essence our 
businesses are working with governments, and the Soviets are working 
with governments. At least that's the way it appears. Could you discuss 
this, please ? 

MR. HERMAN: You are right. The problem is anything but simple. 
We can't say, as we did for a while, that we were not in the business of 
supporting government ownership and government production in some of 
these countries. There were some hot debates within the Executive and 
the Congress about it, too. 

Again ,  e x p e r i e n c e  t e a c h e s  you  tha t  you  can  t a k e  a p o s i t i o n  w h i c h  i s  
nob le  and w h i c h  in y o u r  own e n v i r o n m e n t  s e e m s  r i g h t  to you,  both  p r a c -  
t i c a l l y  and p o l i c y w i s e ,  but,  w h e n  you find y o u r s e l f  on a spot ,  a b r o a d ,  
w o r k i n g  wi th  c o n d i t i o n s  tha t  p r e v a i l  and wi th  the  peop l e  and i n s t i t u t i o n s  
a s  t h e y  a r e  a v a i l a b l e ,  you c a n ' t  a l w a y s  t r a n s p o s e  t h e s e  f a m i l i a r  p r i n -  
c i p l e s .  
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I think that we resisted for a while the idea of building apharmaceu- 

tical plant for the government of India, but on this subject we changed 
our position, too. This is one of our operational problems. This is one 
of the areas in which we have to learn steadily; our thinking is not quite 
adjusted to it. When we say, "Let there be more private enterprise, " 
we feel that that's a workable objective, and you can do it. Let the 
private investor invest, and let the government stay out of it. The 
trouble is that in some of these countries, newly organized, newlyemer- 
ged, there is no private capital, there is no private enterprise, and the 
government is both the source of capital and the source of talent for 
management. 

You have to learn to work with these given conditions, and we do. I 
am sure there is not the problem now that there was before. But there is 
in this whole underdeveloped area, as you know, an evolving situation. 
India today is a little different from what it was 10 years ago, and the 
same is true of a number of underdeveloped Latin American countries. 
We believe, and we can confirm it as a fact, that as major industries 
develop in these countries, sometimes by government action, they engage 
organically in the course of their expansion other industries that either 
serve as subcontractors or consumers of their product. Such new indus- 
tries may be in private hands, and in these areas there is fertile soil for 
cooperation and support on the part of our private enterprise. 

When you talk to an Indian politician or an Indian statesman, he is 
very anxious to get private foreign investment. He wants only as much 
government participation as is necessary, and the rest via private deals. 
It was from an Indian diplomat, in fact, that I first heard this type of 
private cooperation described as a grassroots operation, in which a 
domestic business firm deals directly with a foreign business firm and 
there is no fanfare, no posturing, no spotlight, and no press conferences. 

I think this is a promising area, but we cannot take the position 
that we will work on this grassroots approach only. And we haven't 
taken such a position. 

QUESTION: Mr. Herman, I would like to get your reaction to this 
comparison of the fact that the West and the free world give 10 times as 
much foreign aid to these underdeveloped countries as does Russia, and 
yet they seem to get a lot of mileage out of the little they are giving. Are 
there some special angles that you think we might learn from them, or 
perhaps the mere fact that we are giving too much may create confusion. 

MR. HERMAN: Don't let them hear you say that in Congress: that 
we are giving too much and that we are thereby creating confusion. You 
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m a y  find too m a n y  peop l e  who a r e  r e a d y  to a g r e e  with you. The  p r o b l e m  
of the  a m o u n t  and the  impac t ,  of c o u r s e ,  i s  s o m e t h i n g  you can ' t  a n s w e r  
v e r y  r e a d i l y .  T h e y  do s e e m  to get  t h e i r  m i l e a g e .  Of that  t h e r e  is  no 
doubt .  But pa r t  of  the  r e a s o n ,  of c o u r s e ,  i s  in  the  c o n c e n t r a t i o n  of t h e i r  
e f for t .  R e m e m b e r  I m e n t i o n e d  that  t h e r e  a r e  only  12 c o u n t r i e s  invo lved  
in the  Soviet  p r o g r a m ,  and I a l so  m e n t i o n e d  that  a c t u a l l y  3 c o u n t r i e s  out 
of t h e s e  12 f o r m  an a r e a  of m a j o r  c o n c e n t r a t i o n .  I wanted  to s t r e s s  
t h i s .  Th i s  i s  s o m e t h i n g  I had in m y  n o t e s  and n e v e r  got a round  to. To 
m e a s u r e  and we igh  the  R u s s i a n  e c o n o m i c  weapon,  i t s  e f f e c t i v e n e s s ,  i t s  
r e a c h ,  i t s  s h a r p n e s s ,  i t s  d e a d l i n e s s ,  I th ink  you m u s t  r e m e m b e r  the  
fact  tha t  a lot of R u s s i a n  hopes  a r e  r i d i n g  on th i s  ope ra t i on .  It i s n ' t  jus t  
a n o t h e r  weapon.  You m u s t  r e m e m b e r  that  the  Soviet  l e a d e r s  a r e  peop le  
who b e l i e v e  in e c o n o m i c  d e t e r m i n i s m ,  n a m e l y  that  s o c i e t i e s  evo lve  u n d e r  
the  p r e s s u r e  of e c o n o m i c  f o r c e s ,  that  peop le  do what  t hey  do as  the  
r e s u l t  of the  e c o n o m i c  p r e s s u r e s  upon t h e m .  

The  C o m m u n i s t  i d e o l o g y  s a y s  tha t  the  e c o n o m i c  s p h e r e  is  a d e c i s i v e  
s p h e r e  in h u m a n  r e l a t i o n s .  What counts  u l t i m a t e l y  is  who has  e c o n o m i c  
s t r e n g t h ,  what  counts  u l t i m a t e l y ,  what  i n f l u e n c e s  h u m a n  a c t i o n s  i s  the  
e c o n o m i c  s e t t i n g  in wh ich  they  work ,  and the  e c o n o m i c  f o r c e  at t h e i r  
d i s p o s a l .  

A c c o r d i n g l y ,  when  t h e y  t h r o w  in the  e c o n o m i c  weapon  and i n t e r p o s e  
t h e i r  we igh t  b e t w e e n  the  u n d e r d e v e l o p e d  c o u n t r i e s  and the  d e v e l o p e d  coun-  
t r i e s ,  t h e y  a r e  not jus t  i n t e r e s t e d  in a n o t h e r  avenue  of i n f l uence .  I th ink  
th i s  would be b e l i t t l i n g  what  the  R u s s i a n s  expec t  to get  out of  the  e c o n o m i c  
weapon.  To t h e m  th i s  is  the  d e c i s i v e  weapon.  Th i s  weapon  w i l l n o t  on ly  
m a k e  f r i e n d s  fo r  the  R u s s i a n s - - t h i s  is  a l i m i t e d  o b j e c t i v e - - n o t  on ly  wi l l  
it point  up R u s s i a ' s  c a p a b i l i t i e s ,  not on ly  wi l l  it r e m i n d  t h e s e  c o u n t r i e s  
of R u s s i a n  rap id  g rowth ;  th i s  e c o n o m i c  weapon  is  a l so  supposed  to s t a r t  
a s e r i e s  of  d e v e l o p m e n t s  in  e a c h  coun t ry ,  in a l l  c o u n t r i e s  t o g e t h e r ,  in  
a c c o r d a n c e  with wh ich  the  l e a d e r s  of t h e s e  c o u n t r i e s  wi l l  unde rgo  a 
change  in a t t i tude ,  f i r s t  be ing  i m p r e s s e d  by the  fact  that  on ly  the  R u s s i a n  
t o t a l i t a r i a n  way can  be m a d e  to w o r k  fo r  a v e r y  poor  coun t ry ,  and f i na l l y  
be ing  i m p r e s s e d  by the  fact  tha t  the  West  m u s t  be  expe l l ed  a l t o g e t h e r  
f r o m  t h e i r  e c o n o m i c  l i fe .  

It i s  t h i s  l a r g e  a m b i t i o n ,  the  e x c l u s i o n  of the  Wes t ,  tha t  the  R u s s i a n s  
in tend  to ob ta in  by m e a n s  of t he  e c o n o m i c  weapon.  I a m  p r e p a r e d  to s ay  
that  it w i l l  u l t i m a t e l y  not  g ive  t h e m  what  t h e y  want.  U l t i m a t e l y  t h e i r  hopes  
wi l l  be d i s a p p o i n t e d .  I c a n ' t s e e  tha t  e c o n o m i c  aid wi l l  w o r k  as  a d e s t r u c -  
t i ve  f o r c e ,  as  t h e y  s e e  it. I s e e  that  fo r  a l l  the  a s s u r a n c e s  that  the  
K r e m l i n  r u l e r s  have  f r o m  t h e i r  s p e c i a l i s t s ,  the  d a r n  th ing  m a y  work ,  and 
t h e  new c o u n t r i e s  m a y  beg in  to s t a b i l i z e .  T h e s e  c o u n t r i e s  m a y  get  a t a s t e  of  
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p r o s p e r i t y  in  t h e i r  m o u t h s ,  and when  they  do that ,  t h e n  the  r e c i p e  of  
r e v o l u t i o n ,  the  r e m e d y  of i m p r o v i n g  th ings  by s t a n d i n g  t h e m  on t h e i r  
h e a d s  to s e e  if t hey  w o r k  b e t t e r ,  wi l l  no l o n g e r  hold i t s  s t r o n g  appea l .  
It is  qui te  d i f f e r e n t  w h e n  t h e r e  is  f r u s t r a t i o n  and when  t h e r e  i s  h o p e l e s s -  
n e s s .  

The  K r e m l i n  is  w o r k i n g  on the  a s s u m p t i o n  tha t  in t h e s e  u n d e r -  
n o u r i s h e d  a r e a s  t hey  have  a n a t u r a l  b r e e d i n g  g round  fo r  c o m m u n i s m .  
T h e y  hope  that  if  t hey  w o r k  the  g a m e  p r o p e r l y  t hey  wi l l  so cu l t i va t e  th i s  
b r e e d i n g  a r e a  tha t  it wi l l  c a u s e  us m o r e  t r o u b l e  e v e r y  y e a r .  Iwou ld  s ay  
tha t  do ing  our  w o r k a s  we a r e ,  o n t h e  b a s i s  of ou r  s i m p l e  fa i th  tha t  peop le  
d e s i r e  m o s t  to i m p r o v e  t h e i r  l i v e s ,  that  t h e y  b e l i e v e  in e c o n o m i c  b e t t e r -  
m e r i t - - t h i s  is  a s low e n t e r p r i s e  but it is  a p r o m i s i n g  e n t e r p r i s e - - w e  can  
p r o b a b l y  get  m o r e  out of the  e c o n o m i c  aid o p e r a t i o n  by d e m o n s t r a t i n g  
how the  e m e r g i n g  na t ions  can  have  both e c o n o m i c  p r o g r e s s  and h u m a n  
f r e e d o m .  

QUESTION: What a r e  the  R u s s i a n s  doing,  if  any th ing ,  t oward  ge t t ing  
a s t a b l e  i n t e r n a t i o n a l  c u r r e n c y ?  In v iew of the  r u m o r s  we have  h e a r d  
about  the  i n c r e a s e d  p r o d u c t i o n  of gold and p e r h a p s  s o m e  l a r g e  d i s c o v e r i e s  
of gold,  what  can t h e y  do in the  i n t e r n a t i o n a l  m a r k e t  in t e r m s  of t h r o w i n g  
m o r e  gold a g a i n s t  ou r  d o l l a r s ,  and s p e n d i n g  m o r e  d o l l a r s ,  and s t a b i -  
l i z i ng  t h e i r  c u r r e n c y  in wor ld  t r a d e  ? 

MR. HERMAN: Th i s  is  s o m e t h i n g  tha t  we a l l  p o n d e r  f a i r l y  r e g u l a r l y .  
It s e e m s  to m e  that  t h e r e  is  no l e v e r a g e  t h e r e  fo r  the  R u s s i a n s  to do too 
much .  T h e y  have  a l a r g e  g o l d - m i n i n g  o p e r a t i o n .  They  have  l a r g e  gold 
r e s e r v e s .  T h e y  a lways  have  had.  They  have  a kind of m y s t i c  fa i th  in  
the  p o w e r  of gold,  e s p e c i a l l y  when  t h e y  w e r e  a lone ,  s u r r o u n d e d  by a 
wor ld  of c a p i t a l i s t s .  L e n i n w a s  a g r e a t  b e l i e v e r  in gold.  "Hold on to it, " 
he  sa id .  " E v e n t u a l l y  you w i l l  be ab le  to buy any th ing  fo r  gold.  " S ta l in  
i n h e r i t e d  th i s  fa i th  in  the  m a g i c  of gold and Sta l in  d idn ' t  pa r t  wi th  it 
v e r y  much .  In fac t ,  one  of the  v e r y  f i r s t  s u r f a c e  s y m p t o m s  of S t a l i n ' s  
d e p a r t u r e  f r o m  the  s c e n e ,  a long  with the  d e e p e r  s y m p t o m  we have  b e e n  
d i s c u s s i n g  h e r e ,  n a m e l y ,  t h e i r  m o r e  ac t i ve  i n t e r v e n t i o n  in  the  e c o n o m i c  
l i fe  of  the  n o n - C o m m u n i s t  wor ld ,  was  the  r e a d i n e s s  of the  new l e a d e r -  
sh ip  to p a r t  wi th  s o m e  of the  gold.  

It w a s n ' t  unt i l  1954 that  M a l e n k o v  began  to unload s o m e  gold in 
London  on a l a r g e  s c a l e ,  and they  s e l l  now at t he  r a t e  of about $200 
m i l l i o n  w o r t h  of gold a y e a r .  

The  p a r t i c u l a r  q u e s t i o n  you r a i s e d  as  to what  t hey  can  do v i s - a - v i s  
the  d o l l a r  is  not  v e r y  p r o m i s i n g  f r o m  t h e i r  point  of view. It i s  t r u e  tha t  
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t h e y  have  the  gold,  and it i s  t r u e  that  t h e y  can  s e l l  it at any  p r i c e ,  but 
as  a s e l l e r  t hey  a r e  a l w a y s  i n t e r e s t e d  in  the  h i g h e s t  p r i c e ,  and if t hey  
p r o c e e d  to dump  t h e i r  gold,  the  l a t t e r  g o e s  down and the  d o l l a r  goes  up, 
b e c a u s e  it i s  the  l ack  of supp ly  of gold,  you r e m e m b e r ,  that  c r e a t e d  
th i s  t e m p o r a r y  f l a r e - u p ,  the  "gold  r u s h ,  " as  it i s  s o m e t i m e s  ca l l ed ,  
jus t  b e f o r e  the  p r e s e n t  A d m i n i s t r a t i o n  took o v e r .  

The Russians liked what was happening then, when an ounce of gold 
went up to the price of $40. In general, the Russians actually foam at 
the mouth when they discuss gold and its price. This to them is one of 
the sharper weapons that the capitalist powers have used against them, 
chiefly the United States. America dictates the price of gold, they say. 
Because of this American dictate gold is now worth $35 an ounce, just 
as it was in 1934, while the price of commodities went up threefold 
since that time. 

What could they do when the dollar was taking a beating, psycholog- 
ically, and gold was going up ? If they stepped in, they could only worsen 
the situation. They would like to see it go up higher, but, if they bring 
in their gold it will only increase the supply and therefore decrease the 
price. 

I h a v e n ' t  s e e n  any  a r e a  ye t ,  and I have  t a lked  to o t h e r  peop le ,  
w h e r e  the  R u s s i a n s  could s o m e h o w  c o m p l i c a t e  the  wor ld  s i t u a t i o n  by 
d u m p i n g  a lot of  gold.  If t hey  w e r e  c o n v i n c e d  that  t hey  would not have  to 
f ace  the  r e s t  of t he  wor ld  next  y e a r  and the  y e a r  a f t e r ,  if th i s  w e r e  the  
" f ina l  ba t t l e ,  " I ' m  s u r e  t hey  w o u l d n ' t  h e s i t a t e  to g ive  away  gold,  s e l l  
it ,  o r  b r i b e  a l l  peop l e  t hey  could with it. But as  long as  t h e y  b e l i e v e  
tha t  t he  wor ld  i s  s t a b l e ,  and as  long as  t h e y  have  a s e l l e r ' s  i n t e r e s t  in  
gold,  I c a n ' t  s e e  what  t h e y  can  do. 

QUESTION: Mr.  H e r m a n ,  I w o n d e r  if  we can  change  the  s u b j e c t  
jus t  s l i g h t l y  and t a lk  about b l ack  gold i n s t e a d  of gold gold.  We s e e  t h i s  
o i l  a p p e a r i n g  on the  w o r l d  m a r k e t ,  at l e a s t  o f f e r s  of it ,  wi th  i n c r e a s e d  
f r e q u e n c y .  In y o u r  v iew is  th i s  l i k e l y  to b e c o m e  a d e p e n d a b l e  s o u r c e  
of f o r e i g n  e x c h a n g e ,  o r  wi l l  it s e r i o u s l y  d i s r u p t  t he  p r e ~ e n t  m a r k e t s  
tha t  we k n o w ?  

MR. HERMAN: Yes,  the  s u b j e c t  of b l ack  gold d e s e r v e s  a s p e c i a l  
l e c t u r e  by i t s e l f .  It d e s e r v e s  an  h o u r  o r  m o r e ,  b e c a u s e  it  i s  a v e r y  
p r o m i s i n g  a r e a  f r o m  the  Sovie t  point  of view.  In fac t  I had s o m e t h i n g  
in  m y  n o t e s  to the  e f fec t  tha t  to the  R u s s i a n s  th i s  is  i d e a l l y  the  a r e a  
w h e r e  t h e i r  f o r e i g n  t r a d e  o p e r a t i o n  and f o r e i g n  aid o p e r a t i o n  m e r g e  
and w o r k  fo r  the  bes t  r e s u l t s  f r o m  t h e i r  point  of view,  and to the  g r e a t e s t  
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d i s a d v a n t a g e  of the  Wes t .  In oi l ,  t h e y  a r e  engaged  in  a kind of d o u b l e -  
p r o n g e d  a t t ack .  On the  one  hand,  t h e y  e n t e r  the  m a r k e t  with l a r g e  
s u p p l i e s  of o i l .  With t h e s e  added s u p p l i e s  of oi l ,  t h e y  can  b r i n g  down 
the  p r i c e .  R e m e m b e r ,  you can  n e v e r  b r i n g  up a p r i c e  wi th  added  
s u p p l i e s ,  u n l e s s  you a r e  a m o n o p o l i s t ,  and of c o u r s e  R u s s i a  i s n ' t  in  a 
m o n o p o l y  pos i t i on ,  e i t h e r ,  in gold,  o r  in b l ack  gold.  T h e y  can  c o m -  
p l i c a t e  t h ings  fo r  the  oi l  c o m p a n i e s  by b r i n g i n g  the  p r i c e  down, thus  
f o r c i n g  t h e m  to s e l l  i t  c h e a p e r .  T h e y  can  a l so ,  by m e a n s  of  t h e i r  
f o r e i g n  aid and g e n e r a l  i n f l u e n c e  in the  u n d e r d e v e l o p e d  c o u n t r i e s ,  m a k e  
t h e i r  l i fe  m o r e  d i f f i cu l t  by s u p p o r t i n g  the  o i l - r i c h  c o u n t r i e s '  d e m a n d s  
fo r  a h i g h e r  s h a r e  in the  oi l  p r o f i t s .  

In o t h e r  w o r d s ,  t h e y  can  i n c r e a s e  the  cos t  of the  oi l  c o m p a n i e s  to 
e x t r a c t  the  oi l ,  and t h e r e b y  t h e y  can  r e s t r i c t  o r  l i m i t  t h e i r  p r o f i t s .  

T h e y  have  used  the  two e d g e s  of  t h i s  weapon  f a i r l y  e f f e c t i v e l y .  
T h e y  c o n s i d e r  th i s ,  I th ink ,  to be the  r i c h e s t  a r e a  fo r  do ing  p r e c i s e l y  
what  t h e y  do in  the  e c o n o m i c  i n t e r v e n t i o n  o p e r a t i o n  in  g e n e r a l ;  n a m e l y ,  
to s t a g e  an e c o n o m i c  p r e s e n c e  and wi th  that  p r e s e n c e  d e m o n s t r a t e  to the  
l e s s - d e v e l o p e d  n a t i o n s  who t h e i r  " c l a s s  e n e m y "  i s .  In th i s  c a s e ,  the  
" e n e m y "  a r e  the  o i l  c o m p a n i e s .  

To t h e m ,  t h i s  i s  a v e r y  use fu l  e n e m y  to t ake  on. You do not l o s e  
v e r y  m a n y  f r i e n d s  by d e c l a r i n g  w a r  on the  o i l  c o m p a n i e s ;  t h e y  a r e  so 
few in  n u m b e r .  W h a t ' s  m o r e ,  t h e r e  a r e  so few a r e a s  in  the  wor ld  tha t  
don ' t  have  a g r i e v a n c e  of t h e i r  own a g a i n s t  the  o i l  i n t e r e s t s ,  e v e n  a m o n g  
the  W e s t e r n  E u r o p e a n  na t i ons .  And the  R u s s i a n s  have  m a d e  f r i e n d s  in 
W e s t e r n  E u r o p e  f r o m  t i m e  to t i m e  by o f f e r i n g  an  a l t e r n a t e  s o u r c e  of 
supply .  T h e y  h a v e  m a d e  it u n c o m f o r t a b l e  fo r  the  o i l  c o m p a n i e s  by p e r -  
su a d in g  s o m e  loca l  g o v e r n m e n t s  to u se  R u s s i a n  c r u d e  oi l  to be r e f i n e d  
by the  W e s t e r n  oi l  c o m p a n i e s .  

In t h i s  a r e a  the  R u s s i a n s  a r e  p r e s s i n g  v e r y  h a r d .  I t ' s  a r i c h  
s o u r c e  of p u r c h a s i n g  power ,  a s  you i n d i c a t e d ,  and t h e y  need  f o r e i g n  
exchange .  T h e y  c a n ' t  count  as  m u c h  on foods tu f f  a s  an expo r t  a s  t h e y  
used  to in  the  pas t .  Above  al l ,  t h e y  a r e  i n t e r e s t e d  in us ing  the  o i l  
c o m p a n i e s  as  a s y m b o l  of m o n o p o l i e s ,  a s y m b o l  of the  West ,  ~nd in  
i n d i c a t i n g  to the  c o u n t r i e s  in which  the  c o m p a n i e s  o p e r a t e  c o n c e s s i o n s  
tha t  t h e i r  on ly  r e m e d y  i s  to p r e s s  t h e s e  c o m p a n i e s  as  ha rd  a s  t h e y  can,  
t r y  to r a i s e  t h e i r  s h a r e  in  the  p r o f i t s  of the  c o n c e s s i o n ,  and R u s s i a  w i l l  
s u p p o r t  t h e m .  

The  point  is  tha t  t e m p o r a r i l y  a l l  of t h e s e  t h i n g s  can  be m a d e  to 
pay  off. But, w h e n  R u s s i a  s t a y s  long enough  in  any  a r e a ,  as  she  has  in  
oi l ,  t h i n g s  b e g i n  to change .  R e c e n t l y  t h e r e  has  d e v e l o p e d  a r i f t ,  wh ich  
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I th ink ,  is  s t i l l  p a r t l y  u n d e r g r o u n d ,  b e t w e e n  the R u s s i a n s  and s o m e  of 
the  A r a b  c o u n t r i e s .  The o i l - r i c h  Arab  c o u n t r i e s  a r e  b e c o m i n g  a w a r e  
tha t  t hey  a r e  the  m o s t  l i ke ly  v i c t i m s  of the  p r e s e n t  R u s s i a n  oi l  d r i v e  
t o w a r d  E u r o p e .  The  R u s s i a n s  have  r e c e n t l y  announced ,  to the  d i s m a y  
of t h e s e  o i l - e x p o r t i n g  c o u n t r i e s ,  that  t h e y  used to have  20 p e r c e n t  of the  
o i l  m a r k e t  in E u r o p e  b e f o r e  "World War  II, and they  in tend  to r e g a i n  it. 

The  point  is  an  a r r a n g e m e n t  of po l i t i c a l  f r i e n d s h i p  can  get  c o m p l i -  
ca ted  by the  e m e r g e n c e  of a h a r d  m a t e r i a l  conf l i c t  of i n t e r e s t .  It is  my  
b e l i e f  tha t  the  m o r e  they  b e c o m e  invo lved  in th i s  o p e r a t i o n  of f o r e i g n  
t r a d e  and f o r e i g n  aid the  m o r e  t h e y  wi l l  d i s c o v e r  that  e v e n t s  have  a way 
of unfo ld ing  d e s p i t e  t h e i r  c a r e f u l  p lann ing ,  that  t h e y  cannot  con t inue  to 
d e l i v e r  on the  p r o m i s e  of a l l  t h ings  to a l l  m e n  as t hey  did when  the  o p e r -  
a t ion  f i r s t  got u n d e r w a y .  

CAPTAIN P O W E L L :  Mr.  H e r m a n ,  I a m  s o r r y  ou r  t i m e  has  c o m e  
to a c l o s e .  It has  b e e n  a r e a l  p l e a s u r e  hav ing  you h e r e  th is  m o r n i n g .  
Thank  you fo r  an o u t s t a n d i n g  c o n t r i b u t i o n  to ou r  c o u r s e  of s tudy.  

(24 Augus t  1 9 6 1 - - 5 , 4 0 0 ) O / b n / d m  
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