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A SIGNIFICANT BLEEDING OF ECONOMIC RESOUR
The Developing Nations Would Be Better Off in a More Adequately Organiz

At a session of the United Nations Assembly
some time ago, Mr. Krishna Menon—at that time
still head of the Indian delegation—delivered him-
self of some remarks on the subject of disarma-
ment with the sarcasm which he always reserved
for barbs directed against the Western power|
The West, declared Mr. Menon, could profitably
reconsider its expenditures of vast sums of mon
for “cleaner” or “less dirty” atomic bom
tainly, he continued, there are better thi
with all this money in a world jee
many undeveloped countries and s
on the verge of starvation,

Mr. Menon's attitude is popular
the leaders of the underdevelo
also in many circles in the inc
countries. The difference seems

ment can be achieved.

It is true that the arn
resources that are despé
developed countries.

race div funds and
y neededMy the newly
Id be a mistake to
hich are at least
porer coyntries of
eir struggle for'a
tors—and oné” which

as important in
the benefits of ou

g th other countries is the strange
atural position of the countries of Eastern
al Europe vis-a-vis all other countries,
ing countries included. The industrially

lems arising from economic relation-
tries in as strange a position as the

hough they are to cope with the disadvantages of
ling with the satellite countries, the newly de-
veloped countries need every drop of the life-
stream of a sound and regular economic exchange
with all other countries, regardless of the bloc to
which they may belong.

For many years an important part of the world
economy, the Central and Eastern European coun-
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tries after the last war underwent a great and tragic
transformation. Today they can be grouped neither
with the advanced countries nor the underdeveloped
ones. They are what we have referred to in previous
issues of the IPU Bulletin (April-May, 1964) as
distorted nations. Their economies, social structures
and governments have been distorted, since the
Second World War, by the imperialistic policies of
the Soviet Union which disrupted their normal de-
velopment and attempted to forcibly integrate them,
lock, stock and barrel, into Soviet plans for further
expansion,

The economies of these countries were distorted
by the promotion in the area of an artificially nur-
tured system of economic autarchy. The satellite




regimes severed most of their ties with the West
and began to rely upon the Soviet Union, the other
satellite countries and their own domestic resources.
Certain aspects of this struggle for self-sufficiency
are well-known to the rest of the world: Some of
the satellites developed or created industries for
which they had neither raw materials nor skilled
labor. In some cases, industries were developed for
which there were sources of raw materials available
locally, but the items produced were turned out at
prohibitive costs. There were futile attempts to de-
velop whole lines of industrial products in such
small quantities as to lose all the advantages of
mass production. Finally, there was the general
overemphasis on heavy industry with the result that
consumer goods industries and agriculture were
neglected and often began to deteriorate. Perhaps
the most fatal mistake of all was the plundering
of the satellite nations’ wealth by the trade agree-
ments which involved selling to the USSR at low
prices while buying Soviet goods at inflated prices.
It may be argued that, so far as the rest of the
world is concerned, it is only the industrially ad-
vanced West which has been adversely affected by
the autarchy of the satellite countries, for it
their products which could no longer find marke
in Central and Eastern Europe. This is only par-
tially true, for as a result of these unprofitable
nomic activities, the satellite countries have béen
cut off from the major sources of vitally n
capital and hard currency required not only for
the purchase of industrial goods but al
purchase of consumer goods and raw
In addition to the acute shortage of
sources available to the satellite regim

astes—coffee, tea,
sweaters, etc.—
became merely

oranges, tropical fruité
vanished from the

éx, the SSK now began to regard the re-
5 ellite countries as “its own.”
1COH able that this state of affairs should

the trade potential of the satellite co
could the developing new countries o
Africa. with their consumer-oriented
hope to develop harmonious and inte
relationships with countries which de
disproportionate share of their gross-nath

uct to investments? How could atural
emphasis upon reinvestment—u more
unnatural emphasis upon hea fail to
seriously affect the developm gn trade

with the developing count
According to reliable urdes, by 1958
the trade of the Sovi the developing
countries had fallen nt below the
) of drop in trade

i the satellite countries
ermore, trade among the

¢ to the promotion of internation-

t is ho idle speculation to examine the possible
i t the countries of Eastern and Central
pe might have taken if their development had
distorted by Soviet imperialist policy, for
dte of these countries has not as yet been
setfled—even hy the recent Soviet conquest of the

Eastern Europe covers a large area, the captive
countries of Europe containing a population of ap-
proximately one hundred million people and the
Soviet Union another two hundred million. Al-
though not all of them are on the same level of in-
dustrial development and not all are equally blessed
with natural resources, most have reached a fairly
high level of industrial know-how and special skills.
The captive countries, with their huge populations,
would have made valuable partners or members of
the European Common Market or European Free
Trade area had their development not been dis-
torted by the Soviet conquest, despite the fact that
their level of industrial production is not as high
as that of some of the most developed Western
countries,

How far the Central and Eastern European coun-
tries might have gone in their economic develop-
ment had they been free to go their own ways is at
least indicated by a comparison with certain other
Furopean countries. In his scholarly work, Eco-
nomic Development, Past and Present (Prentice
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Hall, New Jersey 1963), Richard D. Gill discusses
the problem of per capita output in various coun-
tries throughout the world.*

According to the tables presented in this work,
most of the European countries of the Soviet bloc
fall into a group whose annual per capita output is
between $301 and $600. This group includes Bul-
garia, East Germany, Hungary, Poland, Rumania
and even the U.S.S.R., and it puts the Soviet bloc
countries in the same bracket with such countries as
Argentina, Chile, Puerto Rico, Greece, Ireland,
Italy, ete. Only one of the Soviet bloc countries—
Czechoslovakia—falls into the group whose annual
per capita income is between $600 and $1,200. This
category includes such countries as Austria, Vene-
zuela, Israel, Belgium, Finland, Netherlands, Nor-
way, ete.

Let us take the case of Hungary: This Soviet
bloc country's annual per capita output is half that
of Austria. Despite the fact that the two countries
are approximately the same size and have lived for
a long time in a union, with a similar way of life
and a similar standard of living, they now differ
very much. Austria, which regained its independ
ence, now produces twice as much per
Hungary, which was mlegrated into the
bloc. The same is true in the case of Poland.
though it has a fairly high industrial capae
a long history of Western traditions, todé
far behind such countries as Austriz\ in ot

resources in oil and gold a.nd its
tural potentialities, Rumania re
poor country today.

The political climate and
reaucracy created by the
produced these di ﬁ'creuces

£t the developing
il trade with them.
he future in optimistic
e’ arguments that it may

slamia]ly greater any
countries could eugag

terms may say
have been so in
a tendency in the Soviet bloc
all countries, including the
2\ This may be so. but as re-

pita output is the amount of a commndity
ed by one man in a given period of time.

The growth of trade is related to the growth —
pruducnnn and wealth in any courfirys In this r

tive study on Vital Questions D_f t
of the World Socialist System' tha
between 1960 and 1980 the Sovie

9.4 per cent; agriculture wq
of 5.6 per cent and thc:
rushichev, in thq
words of the poet, “W he snows of yest——
teryear?”
There are econemi

s fhat the Soviet gross na
out 2.5 per cent in 1963—

istical appmach hemeen the l’\\u‘ S

thoygh ipdtsirial production rose 7.5 per cent dur-
mé%e first half of the year, food output declined.?} —— —
It{s not likely that the Soviets would mtentmnall\*l

darker picture than necessary. The contrary
s-mdre probable. In this situation, the perspectives|
or increased trade with the developing countries,
important to the latter, are not very rosy. Thel—
Soviet bloc countries need more trade, hut pri-
marily with the industrially advanced Western|—
countries: and their meager resources would prob-|
ably be used mostly for this trade, because today
they (!epelld more upon the Western advanced |———
countries” products than they did years ago. !

The Soviet leaders know that they should do |~
more for the developing nations, and because they
cannot do so they have recently taken to reproach-
ing the Red Chinese, accusing them of failing to
live up to their promises of aid to the developing
countries.® They are right about the Chinese, hut
they themselves are guilty of distorting the econ-
omies of the Central and Eastern European coun-
tries. They have severely damaged not only the
satellite countries but also the interests of the de-
veloping nations.

int ol

' Current Digest of the Soviet Press, XIV, 35 and
36, 1962

*The New York Times, July 23, 1964, pp. 1 and 2.
*[dem. July 12, 1964, p. 5.
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