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In lieu of our usual column, we have the distinct
pleasure of noting in this space the seventieth birthday of
our editor, Gus Hall, which occurs this month.

Of course, we can not pretend here to make an assess­
ment of an intensely active and unbroken career as a
working-class revolutionary which spans more than half a
century. Such a task is made even more difficult by the
fact that, like other outstanding personalities of the
workers' and Communist movement, Gus' (as coworkers
unfailingly refer to him) life is threaded among events of
such scope that they comprise the principal patterns of the
history of our time. Suffice it to mention—though this list
is far from complete—Gus’ role as chairman of the strike
committee in Warren-Youngstown in the landmark "Little
Steel" strike of 1937; his enlistment in the Navy in
World War II to aid in the crusade against fascism; his
stand in the front-line defense of democratic rights for our
people as defendent in the Smith Act trials; and, for
twenty-one years now, his untiring labors as general sec­
retary of the CPUSA. And not least, he is standing now
for the third time as candidate for president of the United
States.

How the world has changed! Then—when Gus was
born in 1910—not a square foot of the Earth was free
from the domination of capital; the majority of humanity
lived as colonial subjects of a few "Great Powers" who
were preparing to war, at the expense of tens of millions
of lives, over the redivision of their privileged areas of
plunder. Then, there was no recognition of workers' right
to organize, and lynch law and Klan terror were everyday
realities for Black Americans. To spend one's life, at the
cost of great self-sacrifice, fighting to change all that; to
achieve so much toward mankind's real freedom in a his­
torically short period; and to know, as a Marxist-Leninist,
the original springs which feed the working-class and
people's movements for peace, democracy and socialism—
these are the causes for the unbounded optimism which
Gus displays with such vigor that it can not but infect
all who know and work with him.

The knowledge and qualities acquired in a full lifetime
of struggle Gus now also brings to his work as editor of
PA. They are most fitting qualifications, beginning with
Gus' insistance that theory—our theory—is first of all an
instrument for changing the world for the better, for
sweeping away the state monopoly capitalist system,
based on the parasitic rule of the few, and substituting the
free and self-conscious rule of the many under socialism.

And so, on behalf of all your colleagues in various
capacities on the magazine, Gus, we wish you many more
happy and productive birthdays.

Credit for our September cover was inadvertently
omitted; the design was by Susan Ortega.



What's Happening in Poland?

Before beginning, I would like to suggest that
we all keep in mind that we are viewing the recent
developments in Poland from afar and that this
may color our judgments. Not having the experi­
ence or responsibility of building socialism, our
observations, therefore, must be considered in a
sense as partisan observations from the sidelines.

It is necessary and important to discuss these
developments because of the unprecedented ef­
forts of U.S. and world capitalism to exploit these
developments. The recent developments in Po­
land have become a focal point for all the anti-
sodalist forces in the United States and, for that
matter, in the whole world.

These reactionary, anti-socialist elements are
working overtime to convince people that the
developments in Poland are proof positive that
socialism does not and can not work. They have
seized upon the difficulties in Poland to "prove"
that the socialist system has failed. And they are
using every tactic, every variation of the Big Lie
and every public outlet to peddle their vicious
slander.

We are interested in Polish developments for
the very opposite reasons. We know that the truth
and the real facts are proof that the problem does
not lie in the socialist system itself. Rather, the
problems are a result of some mistakes and weak­
nesses of the leadership, mistakes which are in a
sense contrary to some of the principles of socialist
development. The weaknesses and errors made
by the Polish leadership are not weaknesses and
errors which are inevitable in socialism. They are
products of conditions unique to the construction
of socialism in Poland.

A Historic Framework
To understand what happened in Poland it is

necessary to first place the current developments
in their proper perspective within a historic
framework. No measurement of the quality of life

Gus Hall is General Secretary and 1980 presidential candidate
of the CPUSA. Text of talk at PA forum, September 17.
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in any society is possible without a consideration
of the basic human rights enjoyed by the people.

In Poland, there is no unemployment. Every
Polish citizen is constitutionally guaranteed a job
of his or her own choosing, without fear of ever
being jobless.

In Poland, there is equal pay for equal work and
guaranteed equality of opportunity. This is one of
the results of the elimination of the racism and
especially anti-Semitism left from pre-socialist Po­
land.

Every Polish citizen is entitled to an old-age
pension, to disability benefits, fully paid for by the
government. Men can retire at 60, women at 55.

Every Polish citizen has the right to an educa­
tion, to complete medical and health care, fully
paid for by the government.

Every Polish citizen has the right to housing
costing no more than about 5 per cent of his or her
income. There is no hunger, no poverty, no real
slums.

These achievements must be seen within the
framework that Poland was one of the countries
almost completely destroyed during the Second
World War. When the Nazis were defeated and
driven out by the Soviet Red Army, Poland's in­
dustries, cities, towns and villages, hospitals,
schools, farms and livestock had been devastated
and their land lay in ruins.

After the war, the Polish people— minus the
millions who were murdered and maimed by the
Nazis—began heroically and resolutely to rebuild
their country on a socialist foundation.

They began to build a modem socialist society in
a backward, industrially retarded country inher­
ited from capitalism and the remnants of
feudalism.

Restricted by limited natural resources and bur­
dened by the devastation of war, within a short
span of 36 years the Polish people—with massive
assistance from the Soviet Union—succeeded in
building a developed socialist society.

Today Poland is a modem society with a highly 
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productive material and technical base. Today's
Poland has surpassed most of the old capitalist
countries of the world in production and overall
quality of life. It has built modem cities and towns,
huge apartment complexes and industrial enter­
prises, schools, hospitals, roads, bridges and
dams. It has a modem power base and transport
industry.

The problems and weaknesses in today's
Poland—as in all socialist countries—must be
viewed in the context that mature socialism has
not yet reached its final stage. It is a social system
in the process of development. In the building of a
new socio-economic system there are always
some elements of trial and error.

However, socialism in Poland has unique fea­
tures, including unique weaknesses.

Socialism in Poland still faces severe problems,
such as the collectivization of its agriculture. It
must still resolve the question of church-state rela­
tions. And at its own level, Poland faces unique
problems in the development of a higher level of
socialist consciousness.

We shall discuss these in more detail later.
Thus, although a critical assessment is appro­

priate and necessary at this time, we should keep
in mind that sometimes criticisms of specific
weaknesses eclipse the great and unquestionable
achievements in the course of socialist construc­
tion. To permit this to occur would be to aid the
enemies of socialism, the enemies of socialist Po­
land.

A Strike Against Whom?

In discussing the strikes in Poland it is necessary
to keep in mind that while the number of strikers
was large and the strikes did create serious prob­
lems, the fact remains that the great majority of the
15-million-member Polish working class did not
go on strike. The majority of Polish workers re­
mained at their jobs, which tremendously limited
the amount of economic damage and served to
maintain internal peace.

We should note here that in a real sense any
strike in a socialist society is a contradiction.
Under normal circumstances a strike is not neces­
sary because management and workers are on the
same side. The means of production are publicly
owned. They are the property of all the workers 

and people. All production is for the common
good and for the well-being of all. There are no
private corporations and no private profits. There
is no class contradiction between management
and workers. All profits, all wealth produced, go
to advance the living standards and to satisfy the
cultural and spiritual requirements of all the
people.

So when there is a strike, in a sense workers are
striking against themselves, against their own
self-interests. When settlements are negotiated,
the negotiations are not between adversaries but
are discussions about mutual problems, mutual
interests, mutual benefits and, therefore, mutual
solutions.

When a strike does take place the basic cause is
either a lack of understanding in management or a
lack of socialist consciousness by the workers. In
the Polish situation, it seems there was a lack of
understanding by both sides.

What made the situation even more explosive
was the lack of contact, the lack of communication
with the workers on the part of the people in
management, the Party and trade union leaders.
Because of this missing link corrective measures
were not taken in time to prevent the explosions.
Tensions and resentment had evidently built up
for a period of time until—rightly or wrongly—the
workers felt they had no other alternative but to
take drastic and dramatic measures to call atten­
tion to their grievances.

The demand for independent trade unions must
be seen in the context of the workers' frustration
and loss of confidence in the established trade
union leaders. It must also be seen in the context
that they are not asking for trade unions inde­
pendent of the socialist structure of Polish society.
It is most important to take note of the fact that the
strikers and strike leaders made it absolutely clear
that they were not striking against the character
and foundation of the socialist state. They were
not denying or challenging in any way the leading
role of the Polish United Workers Party (PUWP).
They were asking for redress of grievances within
the existing socialist structure of Poland.

This was so despite the fact that anti-socialist
elements, both internally and externally, were
very busy indeed. These anti-socialist elements
included the subversive activities of the CIA and 
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the counter-revolutionary forces throughout the
world, and especially those working out of West
Germany.

These reactionary forces have a long-term strat­
egy for destabilizing the socialist world, for push­
ing individual socialist countries off the socialist
path and out of the socialist orbit. They have not
given up on Poland or any of the socialist coun­
tries. But they now think they have a foot inside
Poland's door. So the counter-revolutionary, sub­
versive efforts will continue and even escalate.

This is not to deny or in any way diminish the
very real internal weaknesses and errors of the
Polish leadership, and especially the trade union
leadership, including the fact that the union lead­
ership itself was often selected through undemo­
cratic methods. However, we want to take note at
this point that all the propaganda, the slander and
falsehoods being spewed out in media headlines,
by monopoly circles and their ideologues and by
the AFL-CIO leadership can not negate the pro­
gressive role of unions in Poland.

Hypocritical 'Friends of Poland'
It is difficult to compare unions and trade union

rights in socialist countries with those in capitalist
countries because American workers do not even
dream of such extensive social rights. They could
not even imagine their rights being upheld by
laws.

As we know, workers in the United States must
wage war with the monopoly corporations for
even small benefits, for every improvement in
their working conditions, for every advance in
living standards, for every wage increase. Ameri­
can workers would not even entertain the thought
of getting paid full wages while on strike, as the
Polish workers were. U.S. workers are blocked,
restricted and hamstrung by such anti-labor laws
as the Taft-Hartley and Landrum-Griffin Acts, a
multitude of right-to-work laws and every con­
ceivable obstacle to union organizing and the right
to strike.

The support of Polish strikers by monopoly cir­
cles, Carter and Reagan and the top union leader­
ship is nothing but the height of hypocrisy. They
have never supported strikes in the United States,
or in any other capitalist country for that matter.
But when strikes occur—as they rarely do—in 

socialist countries, they are the first to pick up the
picket signs.

The anti-socialist forces cover up their real mo­
tives with hypocritical rhetoric about concern for
the human and trade union rights of Polish work­
ers. It is interesting that even the most reactionary
forces find it necessary to hide their anti-socialist
aims. It is a back-door admission that open anti­
socialist criticism would not be welcomed by
Polish workers.

Even Lane Kirkland, president of the AFL-CIO,
in his appeal to the AFL-CIO unions to set up a
"Polish Workers Aid Fund," felt compelled to de­
fend the statements and actions of the AFL-CIO
leadership: "The AFL-CIO was not involved...in
the strike by Polish workers." And to cover up the
anti-socialist aims of his appeal he even felt forced
to disclaim any attack on Poland's socialist system:

We are not interested in attacking, undermin­
ing or calling into question the economic system
that prevails in any other country in this world,
including Poland...whether it be capitalist,
communist or whatever. And our quarrel, in­
sofar as the AFL-CIO is concerned...does not
relate in any way to such matters as who owns
the tools and means of production. To us that is
really irrelevant.
Kirkland claims that his only interest is in the

"humanization of the system" which would
"serve the cause of peace...detente...of normal,
constructive relations between nations."

If this is so, why then has the AFL-CIO leader­
ship never in a generation supported any strikes in
capitalist countries, including the United States?
Why didn't they appeal for strike funds for the
workers of South Africa and Chile and, as a matter
of fact, for workers right here, where workers
have frequently been involved in long, hard strike
battles—often without the help of strike funds?
And since when has Lane Kirkland, one of the
most outspoken advocates of bloated military
budgets, war production and military superiority
over the Soviet Union, become the spokesman for
"peace, detente and normal, constructive rela­
tions between nations"? Support for policies of
U.S. imperialist aggression can not lead to "con­
structive relations between nations."

The truth is that monopoly capital and its labor
stooges will exploit every problem, every weak­
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ness, every mistake to undermine Poland's
socio-economic system, the political and social
basis of Polish society.

The Sources of the Mistakes
What then is the truth about the real, underly­

ing causes of the strikes and disturbances in Po­
land?

The fact is that there is no single cause. Each
element in and of itself would not have caused the
explosion. What brought it to a head was the com­
ing together—the convergence—of a number of
factors.

The causes are mostly internal domestic prob­
lems, but there are also some external factors.
While there is no question that foreign counter­
revolutionary forces were at work, basically the
causes are internal.

The weaknesses and mistakes are not the prod­
uct of any evil intent. In fact, the mistakes of Po­
land's leadership flow from the very best of inten­
tions. And interestingly enough, they are weak­
nesses that have appeared in a number of socialist
countries in the past.

The intent of the Polish leadership was and is to
build a modem industrial economic base as fast as
possible in order to raise the living standards and
overall well-being of the people accordingly.
There is nothing wrong with this motivation. It is
most admirable. In fact, it is the ultimate and lof­
tiest goal of every socialist society and every
Communist Party.

However, such an approach and the accom­
panying policies and practices must not attempt to
skip stages of reality, to ignore what is econom­
ically and socially realistic and possible. It does not
matter how good the intentions are if they lead to
policies that create instability and imbalances.

When the subjective factors override and domi­
nate the estimate of objective reality, imbalances
will necessarily follow. As a result of an unrealistic
approach in Poland imbalance occurred between
the rapidly increasing aspirations and expecta­
tions of the workers and people and the ability of
the society's productive capacities to satisfy them.
A distortion developed between the plans, de­
signs and economic decisions and the ability of the
economy to implement them.

An imbalance arose between the forced acceler­

ation of economic growth and sweeping moderni­
zation of industry and the resources, funds and
capabilities of the existing economic, scientific and
technological base to carry them out. Concretely,
how did these imbalances develop in Poland?

Especially after 1970, the Polish leadership insti­
tuted a massive drive for accelerated industrializa­
tion. This was based mainly on loans. Loans from
the Soviet Union are granted at very low interest
rates. But the loans from the banks in the United
States, West Germany, Great Britain and France
are short-term loans, with much higher interest
rates.

The total debt owed to capitalist countries rose
to over $20 billion dollars. Just the interest on these
loans was $2 billion per year. Over one-third of
Poland's income from exports went to pay interest
on past loans. To get an idea of how the capitalist
banks viewed and used these loans, let me quote
from a recent New York Times article:

In a far-reaching action early last year [1979]
the Polish government agreed to supply the
Western banks with more economic data, and
to provide it more rapidly, under confidence­
building arrangements designed to keep the
money flowing to insure repayment of loans.
The more active monitoring has given the banks
the opportunity to press their case for changes
in the mix of Polish economic policy. Banks
have been concerned for some time over the
stress of the Poles on policies such as food sub­
sidies that lead toward higher consumption
instead of increasing foreign exchange reserve-
s....It could have been pressure from Western
banks in the latest credit negotiations that led to
the Polish decision to increase meat prices
which in turn triggered the strikes.
It seems the stacking of loan on top of loan had a

point of diminishing returns. An increasing per­
centage of the new loans went to pay for the inter­
est on old loans.

Much of the loan money went for the import of
grain and other food products and as payment for
new industrial plants, tools, machinery and other
means of production. It was intended that the
huge new enterprises and industries would
largely pay off these loans. However, many of
these plants were not yet producing when pay­
ments became due.

Within a five-year period, from 1970 to 1975,
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Poland's investment in plants and machinery in­
creased two and one-half times. It is now obvious
that such a r^pid pace of development was not a
true reflection of the realities, the real possibilities
and potentials of Poland.

One of the measures taken by the Polish "gov­
ernment to help correct this situation was to with­
draw government subsidies for meat products,
which resulted in a rise in consumer prices. This
was the immediate factor that triggered the
strikes.

Within a 10-year period the wages of basic
workers were increased by 109 per cent, while the
productivity of the workers increased by 58 per
cent. This increase in productivity was excellent.
But it was not good enough to match the 109 per
cent wage increase. Also, the wage increases were
outpacing the consumer goods available at the
market. Here again, good intentions were clearly
the motivating force.

The wage increases were seen as material incen­
tives. A socialist society needs a well-balanced mix
of material and moral incentives. As the socialist
personality develops the part played by moral in­
centives becomes an increasingly greater motivat­
ing force.

Balance Between Objective and Subjective
It is now clear that a socialist economy can not

function normally and efficiently for long with
such imbalances. Wages and production, loans
and production must be in balance. There can not
be a large discrepancy between consumer demand
and the actual supply of goods. There must be a
stable ratio between the accumulation fund—a
fund that is necessary for payment of debts, ex­
pansion and modernization of industry, new con­
struction and accumulation of necessary
reserves—and the consumption fund, the re­
sources available to satisfy the material and cul­
tural needs of the people in a given year.

In other words, there needs to be a rational
way—based on a realistic, objective
assessment—of combining the goal of improving
living standards today with the goals of tomor­
row, of balancing the supreme goal of satisfying
more fully people's material and cultural require­
ments not only in the current fiscal year, but in the
future. Thus, under socialism the supreme goal of 

social production must form an organic unit with
the means available for its achievement.

At all times there need to be adequate methods
of assuring that the subjective factors do not over­
ride the objective economic conditions, those aris­
ing in the economy irrespective of human will.

Economic planning and management need to be
based on an analysis of objective processes, trends
and available possibilities for growth and expan­
sion.

In order to accomplish this a socialist society
needs mass participation in planning, manage­
ment, administration and implementation at all
levels. There must be constant discussion, consul­
tation and exchanges, and above all there must be
active participation of the workers at the factory
level in the process of decision making. The work­
ers must be deeply involved in deciding matters
pertaining to management, improvement of work­
ing and living conditions, use of funds for both
developing production and for social and cultural
purposes and financial incentives. This is the
deepest meaning of socialist democracy, of demo­
cratic centralism. This vital link was weak in Po­
land.

Some people ask: why did good intentions and
the drive for maximum industrialization get out of
touch with reality? One reason is lack of good,
sound planning. Another is some wishful think­
ing translated into economic planning and deci­
sions that could not be realistically implemented.
In other words, subjective wishes outstripped ob­
jective possibilities. And much of the unrealistic
good intentions were fed by feelings of unrealistic
nationalism.

Additional factors that added to the negative
developments in Poland were: severe droughts
which led to lower than usual harvest yields; the
problems in the import of raw materials and grain
and the rise in prices for these items; the increas­
ing price of oil Poland buys from the OPEC coun­
tries. The economic crises in the capitalist coun­
tries had a negative effect on Poland's export sales.
These were all factors that converged to create the
crisis in Poland.

The Need for Socialist Consciousness
These developments in turn brought to the sur­

face many other bothersome questions which the 
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leadership of the Polish United Workers' Party is
now looking into and discussing. This includes
the problem of an over-reliance on material incen­
tives and a tendency to leave advancement in the
ideological arena to spontaneity.

It is true that the socialist economic system
creates the material basis for how people will
think. But socialist thinking does not then develop
completely automatically or spontaneously. And
of course ideological developments, in this case
socialist consciousness, always lags behind devel­
opments in the economic arena.

In the period of building socialism material in­
centives necessarily play an important role. But
they do not and can not replace the need for con­
stant and consistent education, the struggle in the
ideological and political areas of life. Appeals to
national pride are also not enough.

The experience of 60 years of building real
socialism is witness to the fact that with the pro­
cess of building the economic structure of
socialism there must be some necessary parallel
processes taking place. One of the most funda­
mental of these processes is the need for a constant
struggle to draw ever greater numbers of the
people into the planning, management and espe­
cially the governing and decision-making pro­
cesses.

This must be done by way of constantly increas­
ing the role and responsibilities of people's organ­
izations, including and especially the trade
unions. People in ever greater numbers must be
drawn into the process of finding solutions to the
problems in every area of life. They must be drawn
in not merely for discussions, consultations and
exchanges of opinion. They must become full
partners, an integral component in the actual
decision-making process. They must become part
of the power structure and governing apparatus.
It is a process of expanding the mass base of
socialist democracy.

It seems there were some real weaknesses in
this area in Poland. When there is an overempha­
sis on material incentives and weaknesses in the
ideological struggle it will result in a lag in devel­
opment of socialist consciousness.

The people must fully and deeply understand
the difficulties and problems, and how and why
they arise. They must know what the limits are in 

each stage of development. Only then will they be
prepared and motivated to wholeheartedly fight
for solutions and their implementation.

The development of socialist personality, based
on socialist consciousness, takes place only as a
result of continuing stubborn and relentless
struggle. At no stage of socialism does such a
personality emerge without an ideological strug­
gle. Naturally, the socialist way of life, socialist
consciousness, does not take shape overnight. Es­
tablishing a new way of life, new ways of thinking,
involves a complex and lengthy struggle against
old habits and traditions and the mentality inher­
ited from the past.

The new society—the new socio-economic sys­
tem based on public ownership and the social
relations arising on this base (which eliminate the
antagonism based on the irreconcilable interests of
opposing, hostile classes)—lays the objective basis
for socialist consciousness. It stimulates the birth
of new ideas, new socialist relations.

Socialism lays the basis for new attitudes to
labor and new moral ideals and goals. But these do
not grow and develop without constant struggle,
without cultivation on many levels.

The fact that some 70 per cent of the farms in
Poland are still privately operated is not only a
drag on agricultural production. It is also a drag on
the development of socialist personality.

It seems obvious that material incentives, with­
out a political and ideological struggle, will con­
tinue the very slow transition to collective and
state farms, which is the only basis for moderniza­
tion of a large-scale socialist agriculture.

Weaknesses in the ideological sphere create a
vacuum which other ideologies rush to fill. This
creates fertile soil for anti-socialist elements.

In Poland, the Catholic Church remains not
only a religious, but also an ideological force. Its
ideological influence will not diminish without a
conscious struggle. The statement that the Party in
Poland must reestablish a relationship of confi­
dence in the PUWP is a most serious self-criticism.
And of course there is the important question of
why the people lost confidence in the first place. It
will help, but a change in the leading personalities
in and of itself will not result in reestablishing that
confidence.

A socialist society has a distinct advantage in 
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that it has the means and the structure to correct
mistakes and recover from weaknesses. This is
because the relationships among the workers, the
Party, the trade unions and the government are
not based on inherent contradictions, because
they are not relationships between a worker and a
boss and because their mutual self-interests are
served by the continued building of socialist soci­
ety.

What Next?
So the capitalist ideologues are whistling in the 

corporate graveyard if they think the workers and
people of Poland are going to veer from the
socialist path. Poland will make changes and cor­
rect many mistakes. But the one mistake it will
never make is to reverse its socialist path of devel­
opment.

There is no question that the strikes in Poland
were negative developments. But they are being
transformed into their opposite because the Party,
the trade union leaders and the government are
drawing the necessary conclusions.

Socialism will come out the winner!

Continued from page 37
per cent. The economies of many other countries
have also grown to be far more dependent on
foreign trade.

Foreign trade is, therefore, of central impor­
tance. What happens in foreign trade will help
determine the general movement of events, both
economic and political. How, then, does the
perspective in foreign frade fit in with the overall
perspective for the 1980s?

The answer can be offered that the foreign trade
perspective is essentially in line with the overall
perspective. The capitalist-imperialist system is
involved in a developing crisis and is growing
relatively weaker. The socialist community has
problems, but aside from transitory setbacks is
laying the basis for solving these problems, and is
getting stronger.

Imperialism has no real answer to the foreign
trade problems of the underdeveloped
countries—wildly fluctuating prices, the opening
of markets for their industrial goods, the estab­
lishment of trade relations that will permit them to
develop diversified, strong economies. The
foreign trade crisis of the underdeveloped coun­
tries is a key element in the overall crisis of neo­
colonialism, helping propel the national liberation
movement, deepening its content and its natural 

alliance with the socialist countries.
Imperialism also has no answer to the problem

of inter-imperialist rivalries. We have not nearly
seen the full force of the problem posed by
Japanese auto and steel sales in the United States
and Western Europe or of the conflict over how to
divide Middle East oil among the major imperialist
powers. The growth in inter-imperialist rivalries
obviously has great political implications. Already
the United States is not in a position to force on
other countries the same tight restrictions on trade
with the Soviet Union that it did in the 1950s, or
even the same sort of tightly-knit anti-Soviet polit­
ical alliance.

The growing economic strength and trading ca­
pacity of the socialist countries also has great polit­
ical implications. It helps build trade ties with the
main capitalist countries and strengthens the
struggle for peace. It helps build trade ties with the
underdeveloped countries and this, too,
strengthens the struggle for peace, besides aiding
national liberation and socialism.

In sum, as we enter the 1980s we find ourselves
in the midst of a world-wide revolutionary
process—a process that, if anything, has been ac­
celerating over the last few years. Developments
in the world's foreign trade will be an integral part
of the forces propelling this process further.
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Presidental Directive 59 and
the Nuclear Menace

HERBERT APTHEKER

The full text of Presidential Directive 59 has not
been made public (as of this writing at the end of
August). Its essential content, however, seems to
be that published with a Washington dateline in
the New York Times on August 6, 1980—thirty five
years to the day after the A-bomb was dropped on
Hiroshima and instantly annihilated 130,000
people. This page-one story began by declaring:
"The Carter Administration has adopted a new
strategy for nuclear war that gives priority to at­
tacking military targets in the Soviet Union rather
than to destroying cities and industrial complexes,
Government officials said today."

This officially-inspired story went on to declare
that this policy "contrasts with the policy adopted
in the 1960s, which relied on the threat of the
destruction of Soviet cities to deter a major war."
An unnamed government official—in all probabil­
ity Brzezinski—added: "There is no question that
we need the capacity to destroy Soviet cities and
industry." The point, however, was that the new
policy offered the president "greater flexibility."
The Times' summary continued that PD 59 "asserts
that the best way to prevent a major conflict with
Moscow is to be capable of waging a prolonged but
limited nuclear war."

The Times reminded its readers that the Repub­
lican Party platform, adopted in July 1980, had
demanded a "clear capability to destroy military
targets" in the Soviet Union; it was suggested that
in this campaign period the disclosure of PD 59 at
this moment was meant at least as much for
domestic consumption as for the edification of the
government of the USSR.

Note was taken, in this same story, of the fact
that President Carter, in his State of the Union
message in January 1979, had boasted that "our
deterrent is overwhelming" and had added that
one Poseidon submarine—which constituted, he
Herbert Aptheker is director of the American Institute for Marx­
ist Studies.

said, less than two per cent of the total U.S. nuclear
weapons arsenal—"carries enough warheads to
destroy every large and medium-sized city in the
Soviet Union." (This means, in plainer English,
the capacity to kill very nearly every man, woman
and child in the USSR—but then bourgeois politi­
cians are not noted for plain-speaking.)

But, this report went on, the United States
"needed to be able to fight a small-scale nuclear
war"—hence the change in policy and hence the
"need" for the MX missile system and "other
newer weapons." The story ended by repeating,
as if for emphasis: "The possibility of fighting a
prolonged nuclear war, lasting weeks and even
months, is envisaged."

Further elucidation of this policy came from De­
fense Secretary Brown; this must be considered
authoritative, given its source. In a message sent
from Washington on August 10 to his counter­
parts of NATO, Brown stated: "It is crucial that the
Soviet leadership recognize that by aggression
they would risk not only a general U.S. retaliation
on the full range of targets; they must also under­
stand that if they choose some intermediate level
of escalation, the United States could by more
limited responses impose on the Soviets an unac­
ceptably high cost of what the Soviet leadership
values most—political and military control, mili­
tary power both nuclear and conventional, and
the industrial capacity to sustain military opera­
tions."

Never mind Brown's presumption in telling the
world what the Soviet leaders "value most" (there
is little doubt as to what he and Brzezinski value
most). The key point in his statement is that U.S.
policy is to respond to Soviet "aggression" of
whatever "level" with the employment of nuclear
weapons, either on a "general" or a "more lim­
ited" scale as chosen by the United States. Well-
buried in the New York Times of August 15, at the
tag end of a dispatch filed by its Moscow corre­
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spondent, was this statement from TASS: "All the
efforts of the Soviet Union in the international
arena are aimed at insuring that there should be
neither a first nor a second nuclear strike, that
there should be no nuclear war."

The ominousness of PD 59 is intensified when
certain additional actions of the Carter Adminis­
tration are kept in mind. Among these are the
following: PD 59 follows, of course, PD 58, but the
latter has received very little notice in the public
media. PD 58 was a directive adding new
safeguards and priority provisions for the security
of key governmental figures—such as top execu­
tive, legislative, military and judicial personnel—
to be put into effect upon the outbreak of war.

PD 59 follows Carter's plans to deploy 108 Persh­
ing II missiles and 464 cruise missiles in Western
Europe starting in 1983; it follows the buildup of
U.S. naval, air and military forces in the Persian
Gulf and eastern Mediterranean areas; registra­
tion for the draft; the request to Norway that it
permit the United States the use of certain of its
territory in the north—quite near the USSR—for
the storage of military equipment in case of
emergency "need" by Marine forces; the activa­
tion and reinforcement of "quick-strike" contin­
gents; the conclusion of very significant military
and naval agreements with Egypt and Somalia
and Oman; the sabotaging of SALT II; and the
unleashing of an anti-Soviet propaganda cam­
paign not seen since the Hitler-Goebbels team was
in its prime. The foregoing is merely illustrative
and not meant at all to be exhaustive in terms of
the fantastic war-mongering carried on by the U.S.
government and by U.S. ruling-class forces during
the past year or two.

☆ ☆ ☆

Readers must exercise great attention to discern a
central point in PD 59, in the official "leak" of its
contents and in Brown's NATO message. The at­
tention is needed because what has been pub­
lished recently obscures a fundamental point in
U.S. policy—a point which has remained constant
since 1945. This is the fact that the government of
the United States now pursues and has pursued
for thirty five years the policy of employing atomic
and nuclear weapons against the Soviet Union 

even though the USSR does not employ them.
This is the meaning of the TASS statement also.

The USSR, ever since the atomic bomb came into
being, has called first for the destruction of all such
weapons and the pledge by all nations that it not
be produced. When the United States rejected this
proposal and after the USSR developed an atomic
bomb, it proposed that both powers announce
that neither would ever be the first to use the
weapon. This was rejected. The H-bomb was
developed by the U.S. despite repeated urgings
from the USSR that this not be done. After it was
done, the USSR developed the same weapon and
again proposed that both powers announce that
neither would be the first to employ either A- or
H-bombs. This proposal of the USSR, expanded in
1976 and again in 1979, with the concurrence of all
members of the Warsaw Pact, urged that the
United States and the NATO powers enter into a
solemn mutual treaty agreeing that no member of
either group would ever first employ such
weapons. Again, the United States taking the
lead, this proposal was summarily and insultingly
and immediately rejected on both occasions as
"mere propaganda."

The reportage of this series of facts has been so
meagre and mean in the U.S. commerical press
that it is likely that not ten out of a hundred Ameri­
cans know anything at all about it. To understand
PD 59 and the most serious nature of the present
danger of a global holocaust it is necessary to
briefly sketch the history relating to atomic (fis­
sion) and hydrogen (fusion) bombs and later "re­
finements" on such weapons which further in­
crease their colossal destructiveness.

☆ ☆ ☆

Despite the urging of several of the key scien­
tists responsible for developing the original
A-bomb, Truman chose to use the two then on
hand against living targets in a Japan that was
actively seeking peace terms through diplomatic
channels. Those slaughtered were Asians, but the
main purpose was to intimidate the USSR—a pur­
pose pursued by others, without success, ever
since.1917.

President Truman spelled out the U.S. policy
that has persisted to the present in his message to
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Congress on October 23, 1945. This speech was
delivered when only the United States possessed
the A-bomb and four years before the USSR had it.
On that occasion Truman said: "No matter what
the cost, we can not afford to fall behind in any of
the new techniques of war or in the development
of new weapons of destruction." He added:

Until we are sure that our [our!] peace ma­
chinery is functioning adequately, we must re­
lentlessly preserve our superiority on land and
sea and in the air. Until that time, we must also
make sure that by planning—and by actual
production—we have on hand at all times suffi­
cient weapons of the latest nature and design
with which to repel any sudden attack, and
with which to launch an effective counter­
attack.

That is to say, the president of the United States
was affirming that the government was deter­
mined to use atomic weapons in any future war in
which it might be involved, if it chose to do so.
That this policy was affirmed without any pre­
tense that it was one which was to counter prior
use of atomic weapons by an opponent is clear
because at that time no other nation in the world
possessed such a weapon. The only change in this
policy since 1945 lies in the fact that now several
other nations—including the USSR—have atomic
and nuclear weapons; but since that time, though
the USSR repeatedly has affirmed that it would in
no case and at no time first use such weapons in
war and has repeatedly invited the United States
to make a similar promise, the U.S. government
has consistently refused to do so. On the contrary,
that government has not only refused to make
such a promise; it has made clear its intention to
use such weapons even though they had not been
used by an opponent. Here is some of the record:

In 1946 the United States tested atomic weapons
by exploding them at the Pacific island of Bikini.
The Joint Chiefs of Staff then appointed a board to
evaluate the results of that bombing. This board
presented its final report to President Truman in
July 1947; the official summary was made by (then)
Major General Curtis E. LeMay—Deputy Chief of
Air Staff for Research and Development. This
summary asserted that atomic bombs, in a quan­
tity held to be easily attainable, could "nullify any
nation's military effort and demolish its social and 

economic structures." It was concluded that this
weapon—then held only by the United States—in
conjunction with other “mass destruction
weapons" (not specified) could—and the sum­
mary used italics: "depopulate vast areas of the earth's
surface, leaving only vestigial remnants of man’s mate­
rial works." The recommendation was to develop
quickly "the most effective means of delivery" of
these weapons. And, again in italics: "In being
there must be the most effective atomic bomb striking
force possible."

As a result of this study the Joint Chiefs of Staff
urged improving atomic weaponry, initiating the
"continuing selection of atomic bomb targets,"
intensifying civil defense measures, escalating the
intelligence apparatus, and redefining "aggres­
sive acts" so as—and now the italics are mine:
"...to prepare for the possibility that a presumptive
strike by the United States might be necessary to defend
against a nuclear armed enemy"—this in the summer
of 1947, two years before the Soviet Union first
successfully tested an atomic bomb. *

All proposals, except the final one, were con­
summated. Helping to restrain Truman was his
belief, expressed in May 1948, "that the American
people would not tolerate the use of atomic
weapons for 'aggressive purposes'"—the internal
quotation marks were Truman's. Nevertheless, by
September 1948 he assured the pathological war­
hawk, Secretary of Defense Forrestal, that "if it
became necessary" he would employ atomic
weapons. On September 16, 1948, the president
endorsed National Security Council Document 30,
which was concerned with the need to plan for the
use of atomic weaponry in war.

A result of NSC-30 was the appointment of a
committee by the JCS—headed by the then senior
Air Force General, Hubert R. Harmon—to inves­
tigate the realities of atomic weaponry used in
war. The Harmon Committee reported in May
1949 that an atomic attack upon seventy carefully
selected Soviet cities would be devastating but
’See, David Alan Rosenberg, "American Atomic Strategy and
the Hydrogen Bomb Decision" in Journal of American History,
June 1979. The Journal identifies the author as a consultant to
the Naval Research Advisory Committee of the Office of Secre­
tary of the Navy. The main sources for the article are stated to
be recently-declassified documents from the JCS, papers
hitherto restricted in the offices of Army, Navy and Air Force,
some of the files of the National Security Council and compo­
nents of the Confidential File of Truman. 
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probably would not "bring about capitulation,"
would not "destroy the roots of Communism"[!]
and would not demolish the leadership ability of
those in charge of the USSR. It might very well, on
the contrary, concluded this report, "for the
majority of the Soviet people," confirm.the reality
of their view of the world, "unify the people, and
increase their will to fight."

The author of the cited article observes that
there were "two strains of confilicting thought" in
this Harmon report—namely that the bombing of
major Soviet cities, at least with the means avail­
able in 1949, would not bring "victory" and might
rather diminish the overall effectiveness of the
U.S. war effort! Ever since that Harmon report,
with its troubling conclusion, the U.S. government
has sought to develop not only weapons of greater
and greater destructive capacity but also weapons
of greater and greater accuracy and ease of
delivery—Dulles' "clean bomb," the N-bomb,
smaller bombs capable of being launched from
conventional artillery weapons—as well as bac­
teriological and chemical weaponry.*

These "contradictions" in the Harmon report
will make clearer the origins and the significance
of PD 59, wherein a government official stated that
of course the United States retained the capacity to
destroy all Soviet cities of large or moderate size
but that now, in addition, it had adopted the strat­
egy of developing the capacity to pinpoint particu­
lar atomic and nuclear weaponry so that weapon
emplacements and strategic command centers of
the USSR might be destroyed. This is supposed to
resolve the Harmon problem and to make possible
a "flexible" choice of weapons and thus make
conceivable the waging of a nuclear war on a "lim­
ited" basis for a protracted length of time!

In the spring of 1949, as David Alan Rosenberg
reports in the cited article, Truman decided "that
the atomic bomb would be the centerpiece of fu­
ture American strategic planning"; on April 6,
1949, he publicly stated that he might again use
the atomic bomb in war. This expert consultant for
the U.S. Navy, on the basis of his examination of
’For a good brief recent account of U. S. government activity in
chemical weaponry see Peter Hall, “Nerve Gas Politics," Pro­
gressive, September 1980. Another factor of importance in U. S.
concern with "clean" bombs, N-bombs, high-accuracy atomic
weapons and poison gas is their possible use against national
liberation movements and for "urban control" purposes. 

recently opened documents, then concludes that
with this the United States had been launched "on
a one-sided strategic arms race before the Soviet
atomic test of August 1949" [italics added—H. A.].

A logical consequence of this policy was the
decision by the United States to go ahead with the
development of the fusion or H-bomb, whose ca­
pacity for destruction is to the A-bomb what the
A-bomb is to conventional high explosive bombs.
The USSR and the peace forces of the world urged
and pleaded with the United States not to go
ahead with this—as earlier they had conducted
the Stockholm Peace pledge campaign to ban the
A-bomb. But the H-bomb was developed, and
once more when that was done the USSR went
ahead to produce that weapon and did so, about
five years before U.S. "experts" had said the
Soviet Union could possibly do so.

Rosenberg concludes his study by remarking
that for the years up to 1953, "many of the mili­
tary's basic assumptions about the situation the
United States was confronting in the immediate
post-war period were inaccurate." He remarks
that the U.S. military suffered from "poor intelli­
gence" and that its planners "tended to overem­
phasize" the so-called Soviet threat. He con­
cludes: "In retrospect, it is clear that there was
merit in the arguments of critics of American
atomic strategy and policy during this period."

There is some satisfaction in having this kind of
expert confess that those of us who made these
points at the time were correct; the problem is that
the world may not be able to recover from further
instances of faulty U.S. military intelligence and
overemphasis on the mythical Soviet "threat."

In may be added that it was at that period—
1949-1951—when the Harmon Report had been
made and the decision to go ahead with the
H-bomb had been taken that some Soviet military
figures, notably Marshal Vasily Sokolovsky, then
Chief of Staff, projected the possibility of develop­
ing a successfulde/ense against U.S. atomic plans of
attack. Neither he nor any other Soviet military
figure—not to speak of leading figures in the
Soviet government—ever put forth the idea of the
Soviets first use of such weaponry. On the con­
trary, always and repeatedly all Soviet officials,
civil and military, supported the banning of such
weaponry and, at least, a mutual agreement by the
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atomic powers never to be the first to use such
weapons.*

☆ ☆ ☆

Let us return to a chronological account. The
staff of the National Security Council presented a
draft report on March 30,1949, which made sev­
eral proposals: "To counter the threats to our na­
tional security and well-being posed by the USSR
and to achieve our general objectives with respect
to Russia." The proposals included: "curtailing"
the activities of "communists and other subver­
sive groups, whether party members or not"; sec­
uring "access and use" of areas throughout the
world "considered strategically essential to U.S.
security”; developing "dissension within the
USSR and disagreement among the USSR and
Soviet orbit nations"; and other such "free world"
missions. But directly relevant to our subject was
proposal number 4 in this draft report, which ad­
vocated, in the case of conflict, "To conduct, at the
earliest practicable date, a strategic air offensive
against the vital elements of the Soviet war­
making capacity, and other air offensive opera­
tions as are required for the prosecution of the
war."! The words I have italicized in this quota­
tion meant the employment of atomic bombs.

A special committee of the National Security
Council already had reported to Truman, March 2,
1949: "Although no explicit decision has been
made as to whether the United States would use
the bomb in war, the fact that our military estab­
lishment is being built around it makes the nature
of the decision almost a foregone conclusion."

A special committee of the National Security
Council consisting of the secretary of state, the
secretary of defense and the chairman of the
Atomic Energy Committee was appointed in 1949

•After writing the above paragraph, the author—who lives in
California—read the interview with Lt. Gen. Mikhail Milshtein
of the USSR, published in the New York Times, August 25,1980,
where the above point was made and where the general con­
cluded: "The abandonment of the old war-preventing concept
is defended by allegations that Soviet military doctrine proc­
laims the acceptability of nuclear war, calls for efforts to achieve
victory in such a war, prepares for delivery of the first strike. All
this is simply not true.” (Italics added.—H.A.)
tOfficial texts, some published for the first time, will be found
in the very useful and huge volume edited by A. G. Theoharis,
The Truman Presidency...(Earl M. Coleman, publisher, Stan-
fordville, New York, 1979).

by Truman to advise him as to whether or not the
H-bomb should be built. This committee on
January 31, 1950, stated its belief that the USSR
knew of the work going forward on the H-bomb
and thought the U.S. would build it and so
perhaps was itself going ahead with research on
the device and that therefore the United States
should go ahead with work on the H-bomb. In this
report to Truman, however, there is a key parag­
raph:

There is evidence which leads to the belief that the
Soviet Union prefers to put its chief reliance on
winning the cold war rather than precipitating a hoi
war. There is also ground for belief that the Soviet
Union would prefer not to use weapons of mass de­
struction except in the event of prior use by others.
(Italics added.—H.A.)
On the very day this report was made, Truman

issued the following public statement: "I have di­
rected the Atomic Energy Commission to con­
tinue its work on all forms of atomic weapons,
including the so-called hydrogen or superbomb."

On April 7, 1950, the National Security Council
adopted Directive 68. This directive included the
suggestion that "covert measures in the fields of
economic warfare and political and psychological
warfare" be intensified in order to "foment and
support unrest and revolt in strategic selected
satellite countries" and that "dynamic steps to
reduce the power and influence of the Kremlin
inside the Soviet Union" be taken which would, at
the least, "help force an increased expenditure of
Soviet resources." The main body of this directive,
however, concerned the use of atomic weapons
against the Soviet Union in war "either in retalia­
tion for their prior use by the USSR or because there
is no alternative method by which we can attain our
objectives” (italics added—H.A.). This directive
also insisted that the United States must not issue a
statement or take a position promising it would
not be the first to use atomic weapons.

The records of the NSC show that on September
3,1950: "The President has this date approved the
Conclusions of NSC 68 as a statement of policy to
be followed over the next four or five years and
directed their implementation by all appropriate
executive departments and agencies of the United
States Government."

In the 1950s and 1960s, under Truman,
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Eisenhower and Kennedy several times, in Laos,
in Vietnam, in China, in Cuba, serious contempla­
tion was given on the highest levels to the em­
ployment of atomic weapons. Sometimes these
were made public, as by President Truman at the
time of the Korean conflict, by Vice President
Nixon at the time the French were on the verge of
defeat in Vietnam and, of course, by Kennedy at
the time of the Cuban "missile crisis." In each case
world public opinion and the pressure from West­
ern European powers (in the 1950s the prime
minister of Great Britain and the premier of France
personally warned the president of the U.S.
against such usage) and the diplomatic and politi­
cal activities of the USSR prevented catastrophe.
But the will to use these monstrous weapons
existed throughout this period in the United
States, reaching into the Oval Office at the White
House. In that sense it is not really surprising to
learn that Truman, in a personal diary that he kept
locked in his own desk, spun this wishful fantasy
for himself on January 27, 1952, in a memo in his
own hand:*

It seems to me that the proper approach now
would be an ultimatum with a ten-day expira­
tion limit, informing Moscow that we intend to
blockade the China coast from the Korean bor­
der to Indo-China, and that we intend to de­
stroy every military base in Manchuria, includ­
ing submarine bases, by means now in our
control—and if there is further interference we
shall eliminate any ports or cities necessary to
accomplish our peaceful[!] purposes.
And the same memo concluded this way:

This means all-out war. It means that Mos­
cow, St. Petersburg!!], Mukden, Vladivostock,
Peking, Shanghai, Port Arthur, Dairen,
Odessa, Stalingrad and every manufacturing
plant in China and the Soviet Union will be
eliminated.

This is the final chance for the Soviet gov­
ernment to decide whether it desires to survive
or not.

Professor Sidney Drell of Stanford—chairman
of the high energy physics advisory panel of the
Dapartment of Energy—in a moving and conse-

•Found by Professor F. L. Loewenheim of Rice University and
reported August 3, 1980, from Houston, Texas, in an As­
sociated Press story—San Francisco Chronicle. 

quential speech marking the retirement of Dr.
Jerome Wiesner as president of Massachusetts In­
stitute of Technology, concluded by insisting that
it is "crucial" that "reasonable self-restraint" be
exercised in the area of nuclear weapons and that
the world requires "genuine progress in control­
ling and reducing nuclear weapons."* Drell re­
called that Enrico Fermi and Isador Rabi, key
developers of nuclear weaponry, had stated in
1949 in a report to the Atomic Energy Commis­
sion: "It is clear that the use of such a weapon can
not be justified on any ethical ground which gives
a human being a certain individuality and dignity
even if he happens to be a resident of an enemy
country."

But what has been the position of the U.S. gov­
ernment on this matter of ethics and dignity—not
to speak of "human rights"? The Senate Sub­
committee on Disarmament of the Foreign Rela­
tions Committee, headed by Hubert Humphrey,
sent some questions to and received some replies
from the State Department in November 1958
which answer this inquiry. Here it is:

Q. Is it against the United States' interests
that outlawry of nuclear weapons should oc­
cur?

A. A ban on the use of nuclear weapons,
taken alone, would be clearly inimical to pre­
sent United States interests...

Q. Is it our interest to show that the use of
nuclear weapons is no different from the use of
other types of weapons in terms of international
morality?

A. Yes, it is the interest of the United States to
have a general public awareness of the fact that
nuclear weapons in themselves are no different
from other types of weapons in terms of inter­
national morality. Since the end of World War
II, our military have been reshaped around nu­
clear weapons, t

☆ ☆ ☆

The reader will recall that it was pointed out that
in 1949 the National Security Council itself af-

‘Published in San Jose Mercury, August 17,1980—to appear in
full in the September 1980 issue of Daedalus.

1 Fred J. Cook, The War-Fare State, Macmillan, New York, 1962,
p. 206. This appeared for the first time in a secondary source in
J. P. Morray's splendid pioneering work. From Yalta to Disar­
mament, 1961 (reprinted by Greenwood Press, 1974). 
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firmed its understanding that the Soviet Union
did not want war and that it was opposed to the
use of weapons of mass annihilation. This fact has
been officially reported repeatedly in the most au­
thoritative terms to the highest figures in the U.S.
goverment. Thus, Charles Bohlen (1904-1974)—in
the U.S. Foreign Service beginning in 1929 and
special adviser to Roosevelt at Yalta and to Tru­
man at Potsdam, U.S. ambassador to the USSR
(1953-1957) and to France (1962-1968)—in his au­
tobiography Witness to History: 1929-1969 (Nor­
ton, New York, 1973) affirms the "determination
to have peace" of the Soviet government. "The
Soviets," he wrote in that book, "are very serious
about disarmament. I don't think it is a prop­
aganda stunt...they genuinely believe that an un­
controlled arms race is almost certain to end up in
war, sooner or later." While Bohlen was intensely
anti-Soviet, he nevertheless insisted in this vol­
ume: "I do not see any circumstance under which
the Soviets would deliberately embark on World
War DI."

George F. Kennan (1904- )—whose service in
the State Department began in 1927 and who
served as both U.S. ambassador to the USSR and to
Yugoslavia and is now at the Institute for Ad­
vanced Study in Princeton—in his most recent
book, The Cloud of Danger: Current Realities of
American Foreign Policy (Little, Brown, Boston,
1977) ridicules U.S. press and goverment tales of
growing Soviet military expenditures and shows
them to be false and to have transparent political
motivation. He insists "that the general thesis of a
new and heightened danger to this country from
recent Soviet military preparations is not sup­
ported by the available evidence." On the con­
trary, the thesis "has to be rejected."

Those who raise alarms about a "surprise Soviet
attack against Western Europe...are living in a
dream world of their own." Kennan insists that
"The Soviet leaders themselves, and outstand­
ingly Brezhnev personally, do not want" a war
between the United States and the Soviet Union.

He states that in 1950 he had urged upon the
secretary of state that the United States should
abandon "the whole principle of 'first use' of
atomic weapons or any other weapons of mass
destruction." And he goes on:

Today, twenty seven years later, although the
commitment to first use is now far more deeply im­
bedded in the theory and practice of ourselves and our
allies, than it was then, I see no reason to go back
on this judgment (italics added—H.A.).
This "first-use" idea, states Kennan, is at the

heart of the arms race; he notes that in 1977 the
USSR had again proposed a general pact to assure
that no signatory would be first to use such
weapons and that this proposal was dismissed out
of hand by the United States and its NATO allies.

In a splendid paragraph towards the close of his
book (p. 207) Kennan states:

We can not get away from it: either we ap­
prove of mass destruction as a means of warfare
regardless of the disasters it holds for much of
humanity, our own civilization included, and in
implementation of this approval we cling to the
principle of first use of these weapons, whether
or not they are used against us; or we disap­
prove of it, in which case we should have the
manliness to take the consequence of our feel­
ings and to resolve that we shall not be the first
to inaugurate this means of warfare—that we
will find other means to assure our defense.
Finally, writes Kennan: "With relation to the

Soviet government, our task is not to destroy it or
make it into something else but to find means of
living side by side with it and dealing with it which
serve to diminish rather than to increase the dan­
gers that now confront us all."

☆ ☆ ☆

The present policy is the opposite and that is the
meaning of the mealy-mouthed and demagogic
phraseology of President Carter's speech at the
United Nations, October 4, 1977: "I hereby sol­
emnly declare on behalf of the United States that
we will not use nuclear weapons except in self­
defense, that is, in circumstances of an actual nu­
clear or conventional attack on the United States,
our territories or armed forces, or such an attack
upon our allies."

This is a reiteration of the policy that has existed
for a generation: here Carter is saying the United
States will use nuclear weapons in war whether or
not these are first used against the United States;

Continued on page 19
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Economic Prospects for the '80s

The nineteen seventies were another bad dec­
ade for world capitalism. Economic growth was
about half that expected by government and busi­
ness leaders at the beginning of the decade, as the
worst cyclical crisis since World War II occupied
the middle 1970s and a doubled rate of inflation
impeded growth. The post-World War II rise in
real wages in the developed capitalist countries
came to an end, and a declining trend set in in the
United States and some other countries.
Capitalism lost more ground in economic competi­
tion with socialism.

The capitalist world shrank geographically as
several more countries moved into the socialist
camp, or into building towards socialism—united
Vietnam, Laos and Kampuchea, Mozambique,
South Yemen, Afghanistan, Ethiopia and Angola,
Nicaragua and Grenada.

The position of imperialism in the "third world"
was drastically weakened. Additional countries in
Africa and the Caribbean won freedom from colo­
nial bondage, and a number of these as well as
others under semicolonial rule turned towards a
socialist orientation and cooperation with socialist
countries.

The striving for economic independence from
imperialism took many forms. The struggle went
on on the diplomatic front in the United Nations
with the adoption of the resolution for a New
International Economic Order and a series of ac­
tions by developing countries in the direction of
enforcing that.

The most momentous, of course, was the action
of the OPEC countries nationalizing in large part
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the oil holdings of the transnationals in their coun­
tries, setting the price and directing the supply of
most of the world's international oil trade.

The revolution in Iran is still in a transitional
stage. But clearly the old position of imperialism
has been shattered and is unlikely to be fully re­
stored.

However, one must be objective. As against
these losses, capitalism had one major gain. The
rapid, decisive movement of China into the camp
of imperialism provides world capitalism with a
huge new economic reserve. How well this can be
exploited in view of the serious contradictions
within China and the conflicts between the objec­
tives of the Chinese ruling clique and those of their
new-found allies remains to be seen.

Also, imperialism won unquestioned economic
domination over Egypt—a domination which may
prove not so profitable for very long because of the
extreme poverty of the country and the opposition
of the masses to Sadat's policy of betrayal of Egypt
to the very imperialist countries which for so long
colonized, oppressed and humiliated it. Finally,
mention must be made of the successful CIA-
sponsored fascist coup in Chile, which is now
again a happy hunting ground for the great U.S.
banks and mining companies.

These offsets prove that a bitter struggle con­
tinues. Imperialism is far from finished. But the
balance is definitely against it.

☆ ☆ ☆

What about the 1980s? All indications are that
the decline of world capitalism will accelerate.

The twenty-fifth annual economic forum of
high capitalist officials and bankers was recently
held at Alpbach, Austria. It considered the ques­
tion: "Will there be a world economic crisis in the
1980s?" The responses of the speakers, reported
the New York Journal of Commerce, were "mostly
gloomy and cheerless."
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Among the causes for pessimism cited by
speakers were the shift from growth to uncer­
tainty and tension which occurred in the mid-
1970s; the chronic oil shortage; unstable monetary
conditions; the vast overhanging debt of develop­
ing countries; increasing protectionism.

The gloom may have been accentuated by the
fact that world capitalism is now in the throes of
another cyclical crisis of overproduction, but this
does not account for the overall negative outlook.
The fact is that in all major capitalist countries
there is now a rising unemployment trend—going
beyond the cyclical increase—and in most of them
there is a declining trend in real wages. In all of
them the pace of economic growth has slowed
appreciably.

But there is a particular feature of the gloom that
must be mentioned. At the Austrian conference,
the officials and experts were more pessimistic,
the bankers and capitalists more confident.

The capitalists, in one sense, are crying all the
way to the bank. The profits of monopoly capital,
in the U.S. and most other imperialist countries,
are soaring more rapidly than ever.

It is a period in which monopoly capital in the
industrialized countries has been very successful
in the class struggle, in increasing the rate of
exploitation of labor, in putting the full cost and
more of the global losses of capitalism on the
shoulders of the working class and peoples of
developing countries.

But these "successes" of capital occupy a key
place among the factors that are undermining
world capitalism, that make its future so gloomy.

Capitalism is sitting on a financial and political
Mt. St. Helens.

The underlying economic problems facing
world capitalism have three major components:

1. The increasing instability of the internal
economies of the imperialist states.

2. The increasing economic weight of the
socialist countries.

3. The increasing economic independence of the
developing countries.

There are two trends within world imperialism
for dealing with their international problems.

One is to attempt to accommodate to the
changes, deriving certain advantages from the
process and minimizing losses. This is the course 

of detente. By and large, the leading groups of
capitalists of most Western European countries
favor this approach. They have little short-term
fear of internal revolution. They are doing well
with increasing trade with the expanding socialist
countries.

Accommodation to the increasing economic
independence of the developing countries is a
more complicated process. It includes, for exam­
ple, getting huge orders for industrialization proj­
ects from OPEC countries; using the IMF and other
international banking mechanisms for "recycling"
the OPEC surplus, and containing the indebted­
ness of the non-oil developing countries. It in­
cludes constructive relationships with developing
countries that take a socialist course.

The other response of monopoly capital to its
international problems is to attempt to reverse the
course of world development by force. That is the
course of militarization of the economy; of prepar­
ing for a first strike nuclear war against the USSR;
of preparing for armed intervention against the
oil-producing countries of the Middle East; of all-
out support for puppet dictatorships in Latin
America and for the apartheid regime of South
Africa.

This is the course currently being followed by
the currently dominant circles in the United
States, and which they attempt to impose, and to
some extent succeed in imposing, on their NATO
allies.

If this course is not defeated, it will give a very
specific character to the economic pattern of the
1980s. Military spending will become the fulcrum
around which the U.S. economy will turn. U.S.
military spending will total $3,000 billion dollars in
the decade, compared with $950 billion in the pre­
vious decade and $2,400 billion in the entire prior
history of the United States through 1980.

This will not be a stimulating factor for the gen­
eral economy, as the U.S. no longer enjoys the
special advantages it had during World War II. It
will mean a continuation of the rapid decline in
mass living standards, a rapid worsening of the
U.S. position in world markets.

It could hardly last ten years without involving
the U.S. in some kind of military action, which
could then completely change the whole outlook
in ways that can not now be predicted.
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The leaders of world capitalism have no real
program to improve the gloomy economic out­
look. They merely have new arguments for their
old class demands: more tax breaks and subsidies;
less government regulation of monopoly; more
state assistance to monopolies in international
competition; subordination of labor to capital in a
"social contract." This largely old package has a
new label: "reindustrialization."

U.S. monopoly capital is engaged in a very de-
temined, brazen offensive against the working
class. The U.S. Commerce Department publica­
tion, 1980 U.S. Industrial Outlook, gives this projec­
tion for annual growth rates for the period 1980-
1984: personal consumption expenditures, 2.3 per
cent; fixed capital investment, 7.1 per cent; federal
purchases of goods and services, 1.9 percent; state
and local purchases, 1.6 per cent.

This means a tremendous priority of profits over
wages to finance the three-fold priority of invest­
ment over consumption. With military spending
scheduled to rise at a rate of 5 per cent per year or
more, the low rate for overall federal expenditures
signifies a sharp cut in public service and welfare
expenditures.

These projections were made before the onset
and therefore did not take into account the cyclical
crisis which erupted in 1980. Moreover, the unbal­
anced growth that is contemplated and desired by
monopoly capital will intensify inner economic
contradictions, slow overall growth, increase un­
employment and lead to more serious crises of
overproduction.

This corresponds to so-called "supply-side eco­
nomics" which—discarding economists'
jargon—is a program of increasing profits at the
expense of wages, holding down social expendi­
tures and increasing unemployment to limit jobs
to the most productive workers and increase com­
petition among workers.

This is the coordinated policy of the monopoly
capitalists and their governments. A similar out­
look, on a global scale, is set forth in the July 1980
Economic Outlook published by the OECD, the or­
ganization of all of the capitalist countries of North
America, Europe, Oceania and Japan.

It is not believable that ten years will go by
without the eruption of major mass struggles, or­
ganized or not, against the mounting tide of ra­

cism, attacks on labor, political repression, the
drafting of youth, etc., which will be the inevitable
consequence of such a course.

☆ ☆ ☆

Among the developing countries, there is no
doubt that additional ones will succeed in making
the break from imperialist domination, in turning
towards the building of socialism, of gradually
shifting the emphasis of their international ties
from the capitalist to the socialist world. In every
such case, as in the past, there will be overt or
covert attempts of U.S. imperialism and other im­
perialist countries to prevent this and to attempt to
reverse the revolutionary changes which take
place.

Unless there is a shift from the extreme aggres­
siveness of U.S. foreign policy, the danger of war
arising out of U.S. interventionism against the re­
volutionary processes will be very great.

One trend of the past decade that will continue
and take on added importance is the faster growth
of the economies of the developing countries as a
group than the developed capitalist countries.
Countries such as Mexico and Brazil, at the
"medium level of development," will come closer
to the status of developed capitalist countries, but
with special contradictions arising from the late­
ness of their development and neo-colonial de­
pendence on imperialism. They combine a rising
level of industrial development with superexploi­
tation of labor characteristic of underdevelop­
ment, presenting the perspective of very intense
class struggles.

These trends have important implications for
the development of the U.S. economy. They sig­
nify intensified competition in world markets for
steel, electronic components, certain types of ma­
chine tools and many other types of manufactured
goods in which the developing countries will spe­
cialize. Moreover, the pressures of these countries
for the opening of markets in the U.S., Western
Europe, etc., under the principles of the New In­
ternational Economic Order, will mount. In the
mix of production by developing states, the share
which is owned by private or state companies of
those countries will increase in comparison with
the share owned by the transnational corpora­
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tions.
A special place in world economy relates to

China. World imperialism, especially U.S. im­
perialism, is interested in the very rapid develop­
ment of China's economic-military potential as a
source of pressure against the USSR, Vietnam and
other socialist countries and as a source of profits
through trade and investment.

With massive investment capital available from
the imperialist centers, the pace of Chinese devel­
opment tends to be determined by the absorbtive
capacity of the still generally backward economy,
with its lack of skilled managerial and technical
cadres, its huge and poverty-stricken rural popu­
lation, etc. The present Chinese leadership ap­
pears to be cautious about avoiding the extrava-
gent leaps of the Mao period. The perspective,
then, is for rapid growth of the Chinese economy,
with an increasing and more intimate role for U.S.
and other imperialist capital, with increasing re­
version to capitalist internal institutions.

Sharpened contradictions between the Chinese
working class and peasantry and the Chinese rul­
ing circles and between China and the U.S. and
other capitalists over the division of markets will
develop.

The socialist community of the Council for
Mutual Economic Assistance (CMEA) will continue
to develop at a considerably faster pace than the
capitalist countries. Within that generality, an in­
creasing part will be played by the economic, sci­
entific and technical integration of the CMEA coun­
tries, which becomes more profound, extensive
and effective each year. It is likely that additional
countries will join CMEA, as occurred during the
1970s.

The pace of improvement in living standards
will depend in considerable degree on the extent
to which imperialism is able to force the socialist
countries to devote additional resources to de­
fense. However, nothing short of war itself can prevent
overall progress, and hence a growing contrast with the
deteriorating conditions of the working people in
capitalist countries.

The scale of East-West trade, to the mutual ad­
vantage of socialist countries and the participating
capitalist countries, will continue to increase, re­
gardless of economic warfare attempts of U.S. im­
perialism. While the plan of U.S. imperialism to 

introduce first strike weapons into Western
Europe has led to strains within the NATO al­
liance, there is no sign yet of a decisive break on
the part of another major country, such as the
partial break of France from NATO.

A serious break in the NATO alliance would
open up possibilities for a major qualitative ad­
vance in the economic relationship between East
and West in Europe. In any event, U.S. monopoly
capital may become increasingly restive at being
largely excluded from this development owing to
the cold war policies of the government.

☆ ☆ ☆

Within the United States, the question of energy
may take a new turn. Hitherto the oil companies
have been sitting on their hands with respect to
many aspects of domestic energy development, to
take advantage for as long as possible of their
favored access to Middle Eastern oil. Now that
favored access is rapidly dwindling. There is a
perspective of serious efforts to achieve an in­
crease in domestic oil and gas production, of inau­
guration of shale oil and liquefied coal production
during the 1980s, of a determined effort on the
part of the energy monopolies to overcome resis­
tance to the rapid development of nuclear energy.

On the one hand, this course of development
will lead to a reduction in the import of oil and a
certain improvement in the U.S. balance of pay­
ments. On the other hand, it is being done in a
way which involves unrestrained monopoly
plundering of the country's resources, of price
gouging of the public on a tremendous scale. The
process will increase further the already tremen­
dously powerful role of the oil companies, espe­
cially, and other energy monopolies, in the coun­
try' s economic and political life.

It is a way of solving the energy crisis of the
monopolies while intensifying the energy crisis of
the working people.

One must anticipate the continuation of the in­
creased economic weight of the technologically
most advanced industries such as data processing,
electronics, communications, instrumentation,
avionics. These industries all have a military orien­
tation, and their growth tends to increase the 
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power of the military-industrial complex within
the country.

With the development of automation and com­
puterization of production, the improvement of
communications and methods of centralized con­
trol and the increased cost of transportation, we
may anticipate a rapid growth of the tendency
within giant corporations to reduce the number of
plants employing many thousands of workers, to
disperse production in smaller plants with fewer
than 500 workers, geographically less concen­
trated in old industrial areas.

This tendency, plus specific characteristics of
the newer industries, with their relative steadi­
ness of employment and high percentage of en­
gineering and technical employees, handicap
trade union organization.

On the other hand, the industrialization of pro­
cesses in distribution, in many trade and service
industries, reduces the objective gap between in­

dustrial and non-industrial workers, increases the
potential for trade union and working-class politi­
cal organization among the latter groups.

The role of Black, Chicano and Puerto Rican
people in the working class will also continue to
increase, despite racist barriers.

A crucial task for the working-class movement
is to work out the strategy and tactics of organiza­
tion and mobilization for struggle under these
changing directions in economic development.

The role of the military budget as a crucial ele­
ment in the worsening of conditions of the work­
ing people, as the barrier to social gains, as the
strongpoint of reactionary anti-labor forces, is be­
coming ever more clear. The dual nature of the
peace struggle, as necessary for the survival of
humanity, and necessary for the vital everyday
interests of the working people, can and must be
made clear to the millions as the political key to
turning our country onto a positive course.

Presidential^ Dareeftive 5Sooo
Continued from page 14
and that the United States will use such weapons
not only where they have not been used by an
opponent in combat with the United States but
also against such an opponpnt when the United
States decides that one of its sixty treaty allies or
one of its over four hundred bases on foreign soil
have been "attacked"—with any kind of weapon.
This "solemn" declaration, then, is a statement of
bellicosity and one which threatens the destruc­
tion of humanity.

With all this behind us it is possible to grasp the
full horrendousness of Presidential Directive 59.
This policy scuttles SALT efforts, promises to turn
the arms race into an arms marathon and carries
within its logic a global holocaust.

It must be reversed and no "lesser evil" non­
sense will reverse it. On this life and death issue
Carter-Reagan-Anderson compete in terms of
who is the most fierce mass-destruction warrior.
Not only the clear day-to-day and bread-and- 

butter requirements of the vast majority of the
people of the United States require a fundamental
break with monopoly-dominated politics; the fact
is that in a quite literal sense the survival of hu­
manity demands a fundamental breaking-away
from that politics.

The overall task is the creation of a viable,
labor-based and principled anti-racist people's co­
alition which will begin the process of taking
power from the profiteers and placing it in the
hands of the masses. As a basic part of that ac­
complishment and as the most potent single blow
against the course of monopoly politics and above
all the course towards renewed arms races and a
greatly intensified danger of global conflict is the
Communist vote in 1980.

Every vote for Comrades Gus Hall and Angela
Davis this November will help make the ruling
class of the United States pause and every such
vote will bring joy and hope to the peoples of the
world.
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Reindiistrialization and the Social
Contract

ERNEST DE MAIO

In one of his drearier TV performances President
Carter recited the ills besetting the nation and
bemoaned the malaise afflicting the people. De­
spite his well-advertised compassion, it seems
that the human impact of inflation, unemploy­
ment, high taxes and war psychosis is beyond his
comprehension.

While duly recording such mundane matters,
the media, in a coordinated propaganda blitz, dis­
close the incubus of the malady. In the executive
offices of corporate America there is widespread
despair. The monopolists, they reiterate, lack the
incentives to invigorate the economy. There is no
balm on the golf courses and no solace in three-
martini lunches. The only tonic for this dejection,
we are told, is tax incentives. Tensions related to
regulations that restrain them from polluting the
environment, lowering product quality and re­
quiring minimum standards of health and safety
in the workplaces demand that such regulations
must be relaxed. Reginald Jones, chairman of the
board at General Electric, asserts that “regulatory
pollution by government is clogging the streams
of investment."

Periodically, the New York Times editorially re­
hashes the complaint about workers grabbing a
larger share of the social product than they are
entitled to because of falling productivity. The
high wages of unproductive labor, it repeats, are
fueling the flames of inflation.

There are real problems, but unfortunately they
are largely ignored: the deteriorating quality of
life; large-scale permanent unemployment; vast
unmet social needs and a government that lacks
the wit and the will to employ the former to re­
solve the latter. Crime, corruption, drug traffic,
pornography and gambling thrive while cities rot,
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morals decay and hope submits to despair. Prices,
debts and joblessness rise as wealth accumulates
and concentrates in the coffers of corporate fi­
nance.

The prescription for this assortment of ailments,
we are told, is sacrifice—a little blood-letting now
to assure a sounder, healthier economy with sta­
ble prices, wages and jobs in the future. The con­
valescence will be prolonged. However, there are
sharp class differences regarding who should sac­
rifice and how much.

Considering the welter of conflicting claims,
what are the facts? In the ten-year period ending
with 1979, inflation as measured by the Consumer
Price Index rose 86.9 per cent. Corporate profits
after taxes soared 290.8 per cent—more than triple
the rate of inflation. Corporations also benefitted
from the enormous rise in cash flow resulting from
accelerated depreciation programs and the capital
investment tax credit, which was hiked from 7 to
10 per cent. Cash flow—profits plus writeoffs
for depreciation—leaped from $70.6 billion in 1970
to $236.1 billion in 1979.

At the same time, average gross weekly earn­
ings for workers rose 83.5 per cent, an increase less
than the increase in prices. Moreover, wages
raised to offset inflation creep into higher tax brac­
kets, resulting in higher tax rates. The net effect is
a sharp drop in the take-home buying power of
workers. Gross weekly wages after taxes, in 1967
dollars, fell from $104.38 in 1969 to $101.02 in 1979.
On the other hand the tax liability on corporate
profits fell from 48 per cent to 39 per cent—a de­
cline in the rate of taxation of corporate profits of
almost one-fifth. Shifting taxes from the
monopolies and the rich to the workers is called
broadening the tax base.

Industrial production during this period rose
39.6 per cent and total manufacturing employ­
ment edged up 8.4 per cent. While physical vol­
ume of output per worker increased, real wages 
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went down. There is nothing new or strange about
this. It is the normal operating procedure of the
capitalist system. Workers are not paid for eight
hours work; they are paid for working eight
hours. For every dollar in wages the workers got,
the employers took $3.70 in added value in 1976,
up from $3.26 in 1970.

Not bad, but not enough. The name of the game
is maximized profits as reported on the bottom
line. Factories are not institutions for producing
goods, they are profit centers. Workers are re­
garded as profit-bearing animals. They are
granted only the care that promotes profitability.
Commodities, autos for example, are not pro­
duced to meet the needs of the consumers; auto
plants are profit centers that make cars that are
sold for profit. When planned levels of profit are
not attained, regardless of the degree of worker
cooperation, the plants are closed. If Japanese and
European cars can be kept out of the U.S. market,
maximized profits are assured.

As the workers' share of the wealth they create
shrinks, so does their buying power. To meet their
needs, they buy on credit. But when this debt
reaches the point where there is a danger of mass
default, the Federal Reserve Board (FRB) cuts
credit until a determined amount of debt is liquid­
ated. Consumer debt soared 187.4 per cent in the
1970s—more than twice the rise in nominal wages.

The credit crunch imposed by the FRB last year
cut retail sales, leading to production cutbacks and
layoffs. It was a safety valve venting pressures
building up for a major economic crash. A deeper
depression has been temporarily averted. The
Titanic has hit an iceberg. The pumps are operat­
ing and passengers are dancing in the ballroom of
the unsinkable luxury liner.

It is an established axiom of bourgeois econom­
ics that great fortunes are made in times of crisis. If
the workers can be panicked into making extraor­
dinary concessions, the silver lining of this dark
cloud can be realized. To create the proper atmos­
phere, corporate think tanks, prestigious profes­
sors and corporate officials currently running the
government arrive at a consensus regarding the
nature of the malady and the bitter medecine to
cure it. Old ideas are dusted off; words and
phrases shelved after the last recession are part of 

the new rhetoric:
In these hard times, we must think the unthink­

able. There must be belt tightening, austerity, sac­
rifices and increased productivity. Tax reform that
"broadens the tax base" and provides incentives
to encourge employers to produce is the prescrip­
tion that will rout the malaise and restore youthful
vigor to the body politic. The new slogan is "Rein­
dustrialize America."

The objectives assured, implementation is de­
layed because of disputes over division of the loot.
Some want the 10 per cent investment credit,
which yielded over $17 billion in 1979, sweetened
to 12 or 15 per cent. However, this poses a prob­
lem. There are so many other tax deductions,
many corporations pay little or no taxes and there­
fore can not fully utilize the tax credit. U.S. Steel
and other corporations are lobbying for cash pay­
ments by the government for unused tax credits.

Depreciation schedules, which have been accel­
erated several times, are now 20 years for build­
ings, 10 for machinery and 4 for trucks and au­
tomobiles. In the Congressional hopper is a bill
sponsored by Republicans and Democrats to re­
duce this to 10, 5 and 3 years.

Sweet as it is, there are misgivings. In 1972 the
British government enacted legislation that pro­
vided for 100 per cent depreciation immediately.
Despite this generous concession, plus other tax
concessions, England's production facilities are
the most antiquated in Western Europe. Produc­
tion is down, as are living standards, and unem­
ployment is rising to depression levels.

Britain's free enterprisers refuse to invest in
their own country because they do not see a mar­
ket for expanding production there. They are tak­
ing their loot and investing it in more profitable
havens, such as South Africa.

There are other proposals to revitalize the eco­
nomy. Business Week editorialized: "Federal credit
programs should be ruthlessly restructured to
strengthen industry and promote exports. In past
recessions, the government has spooned credit
and guarantees into the housing industry;
economists think it generates large numbers of
jobs, and politicians count on it for an equal
number of votes...this time, priorities must be
changed. Loans and guarantees to promote in­
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vestment, spending on research and develop­
ment, and export activities must come ahead of
housing loans...an institution comparable to the
Reconstruction Finance Corp, of the 1930s should
be set up to channel credit into reindustrializa­
tion."

The specifics for the hard-pressed rich are lower
capital gains taxes, elimination of taxes on divi­
dends and raising the interest rate on savings.

In other words, forget about jobs and
housing—that is relief for the needy. What is
needed is the invigorating incentive of enriching
the rich. As for the RFC, it did not lift us out of the
Depression. It took World War II to do that. Could
that be the reason why the military buildup is the
only clear, consistent line of the major political
parties?

Reagan proposes a massive military budget over
and above the $160 billion approved for 1981. Car­
ter criticizes this as irresponsible, while boasting
that he has increased spending by 10 per cent in
real terms, i.e., above the rate of inflation. In cur­
rent dollars he has boosted military spending from
$97.5 billion in 1977 to $159 billion in 1981. Yet he
rejected the $12 billion plank of the Democratic
Party platform that would create 800,000 jobs.

Military spending causes budget deficits. Print­
ing paper money to defray this expenditure and
creating buying power without producing an
equivalent amount of useful goods are the main
generators of inflation. To justify this waste—so
profitable to the war industries—and to mute op­
position a non-existent Soviet threat to security is
proclaimed and orchestrated by the media.

The stated objective of the revitalization of our
production facilities is to regain world markets lost
to more efficient competitors. In 1979, despite the
upsurge of imported automobiles, the 9U.S. ex­
ported $4.4 billion more factory-made goods than
it imported. From where will markets for ex­
panded exports come? Western Europe is sliding
into a deep recession. The glitter is gone from the
Japanese miracle. South Korea is in a depression
aggravated by political chaos. It is estimated that
the non-oil exporting developing countries will
have a $68 billion trade deficit this year.

The fierce struggle for world markets, now in its
early stages, is already exposing cracks in NATO, 

the International Monetary Fund and the World
Bank. These markets are drained and relations
strained by U.S. repatriation of profits from
foreign investment—this year estimated to be
more than $40 billion net. The biggest untapped
market, the Soviet Union, is off limits for political
reasons.

Reindustrialization means, among other things,
equipping plants with robot technology. For more
than a quarter of a century industry has been
developing and testing in use numerically-
controlled machines. Up to now they have been
hardly more than pilot operations. Less than 3 per
cent of all machine tools are automated. The big
obstacles to large-scale introduction of com­
puterized equipment are the initial cost, which can
adversely affect short-term profits, and worker
resistance. The current trend is computer numeri­
cal control, or CNC, where instead of large sys­
tems, smaller computers are interfaced with indi­
vidual machines. Cathode ray tubes are attached
to allow operators to communicate with the ma­
chines. However, the assurance of further depre­
dation acceleration for tax purposes, increases in
government credits and the indispensable coop­
eration of the trade union bureaucracy are remov­
ing the obstacles to the widespread use of com­
puterized production.

These systems will not eliminate all workers,
but they will drastically reduce the workforce.
However, they aggravate basic contradictions.
Labor, not machines, is exploited. As the capital
content of industry is intensified and labor
minimized, the rate of profit tends to decline. This
has been offset by administered prices, which
create additional contradictions in the mar­
ketplace. The other problem which is aggravated
is sodal. What is to be done with the labor that is
"saved," that is, laid off to join the unwanted
army of unemployed, which increases the social
burden at a time when corporate taxes are falling?

To achieve its objectives Big Business has em­
ployed three tactics:

First, it has created hundreds of corporate polit­
ical action committees which have spent millions
to buy a compliant president and Congress. This
has paid off in big dividends in tax concessions,
government credits, subsidies, fat military cost­
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plus contracts and huge padded losses that can be
carried forward to offset future profits.

Second, it has wielded the big stick aimed at
labor. The "Committee for a Union Free Environ­
ment" was used to further soften the resistance of
the trade union bureaucracy and lend credence to
their rationale for collaboration. The Committee
has been quietly moved to the back burner to be
kept warm for immediate use if additional prod­
ding is needed.

Third, the carrot for labor compliance is a vague
tripartite social contract, a partnership of govern­
ment, industry and the labor bureaucracy. It is
offerred at a time when labor's influence in gov­
ernment is waning and industry's is waxing. Pilot
tripartite arrangements are in effect in the steel
and auto industries. The Economic Revitalization
Board headed by Lane Kirkland, president of the
AFL-CIO, and Irving S. Shapiro, chairman of Du­
pont, institutionalizes and legitimizes class col­
laboration. Shapiro is a leading member of the
Business Council, which together with the U.S.
Chamber of Commerce and the National Associa­
tion of Manufacturers spawned the Committee for
a Union Free Environment. The role of the Eco­
nomic Revitalization Board will be to devitalize the
labor movement.

Amitai W. Etzioni, who modestly claims to be
the father of the reindustrialization plan, is work­
ing in the White House as an adviser to President
Carter. He foresees "ten years of belt tightening"
as a result of reindustrialization. He doesn't say,
but there is no doubt about whose bellies will be
squeezed. Frank P. Doyle, vice president for em­
ployee relations at General Electric, thinks "the
workforce today is better educated and there is a
deep understanding that we are in economic diffi­
culty." Douglas Fraser, president of the UAW,
who isn't opposed to sacrifice, provided it is
equally shared, adds, "things have to get suffi­
ciently bad before we address the problem, and
maybe we're reaching that point."

In return for their sacrifices, the workers will be
assured by the government and corporations that
in the long run there will be jobs at decent wages.
In the long run, we'll all be dead. It sounds more
like pie in the sky than meat and potatoes on the
table.

Some union presidents are so eager for the new
era, like "sooners" they have jumped the gun.
Pete Bommarito, president of the rubber workers,
has just negotiated a 12.9 per cent wage cut at
Uniroyal for this year and another 6.5 per cent cut
in 1981. Last year the workers fought and won a
40-day strike against Uniroyal. What was won in
struggle was bartered away in a cozy symbiosis of
union and company presidents. Lloyd McBride,
president of the steelworkers, gave union support
to U.S. Steel's demand to cut wages in the fabricat­
ing plants. The unprecedented concessions made
by Fraser to Chrysler has encouraged employers
in all industries to seek and get similar conces­
sions.

None of these companies are bankrupt. Prices
have not been reduced because of lower labor
costs—they have been raised. The consumers
lose, the workers take a beating and the corpora­
tions pay off the bankers. Kenneth Young, execu­
tive assistant to Lane Kirkland, says that top level
cooperation is possible only if management rec­
ognizes that "organized labor has a role to play in
American society. We still feel it as a gut issue that
management is trying to knock us out of the box at
every opportunity." True enough! So why col­
laborate in the process?

The policy manuals of the trade union move­
ment are studded with resolutions providing
guidelines for the reconstruction and renewal of
the nation. Carter and Reagan talk of jobs but
unemployment continues to rise. Increased mili­
tary spending obviously isn't generating the jobs
needed. To achieve their stated objectives for jobs
and increased production of socially useful goods
and services, there are no viable alternatives to
labor's program:

1. Organize the unorganized.
(a) Repeal the Taft-Hartley Act—re-enact the

Wagner Act.
(b) Launch a coordinated organizing drive, add

muscle to labor's demands.
2. Massive recontruction programs.
(a) Low-cost housing.
(b) Tear down the slums—rebuild the cities.
(c) Modernize and maintain the railway system.

Provide mass public transportation. Replace
50,000 dangerously unsafe bridges.
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3 Clean up the environment.
(a) Restore the healthful use of rivers, lakes and

aquafers.
(b) Reclaim land ravaged by mining, quarrying,

overcropping and erosion.
(c) Reforest areas laid waste by over-cutting—a

renewable resource.
(d) Build new parks, recreational areas and wild

life refuges.
4. Water management.
(a) Build dams, levees and reservoirs for conser­

vation, flood control and power. Another renew­
able resource.

5. Education—equip our youth for a useful fu­
ture.

(a) Train, educate and prepare our youth, the
nation's most valuable resource, for the jobs this
program will create.

(b) Smaller classes for more intensive instruc­
tion and jobs for unemployed teachers.

(c) Upgrade facilities and teacher qualifications.
(d) Retrain workers displaced by new technol­

ogy-
6. Health—end the shameful exploitation of

the sick.
(a) A comprehensive health and preventive

medicine program that protects the public.
(b) Free hospitalization, medical care and drugs.
(c) Improve on-the-job health and safety.
7. Waste disposal.
(a) Clean up old dumping sites that are hazard­

ous to health and safety.
(b) Safe disposal of toxic wastes.
(c) Recycle usable metal, paper, rubber, etc.
(d) Convert biodegradable waste into.fertilizers,

mulch or bum to generate energy.
8. Shorter work week with no cut in pay.
(a) A federal plan for phasing in a shorter work

week until full employment is achieved and main­
tained.

9. Reorder the nation's priorities.
(a) Slash the military budget. Transfer funds

thus made available to the civilian programs out­
lined above.

These resolutions are still on the books. They
represent the hopes and aspirations of the mem­

bers. The efforts to achieve them are the yardstick
by which every leader will be measured. They can
be realized, but only if the leaders work and fight
for and with their members. It won't be easy.
Anything worthwhile never is. But it will require a
level of inspired leadership that has been missing
since the days of John L. Lewis in his prime.

It is not nostalgia to contrast the fighting deter­
mination of an era that organized millions, lifted
labor to its greatest size and most magnificent
achievements with the aimless drift, cheap
rhetoric and class collaboration that characterize
much of the current crop of top union officials.

However worthy the mergers of unions may be,
they can not obscure the decline in trade union
strength and prestige. When labor leaders speak
today, with a few notable exceptions, they do so
not to rally the membership in defense of their
interests but to accommodate them to the de­
mands of the employers who are oppressing them
and threatening their future.

The Business Round Table, the Chamber of
Commerce and the National Asssociation of Man­
ufacturers have never championed the rights of
labor. They have always been in the forefront of
every effort to suppress the working class. The
offer of partnership in a social compact is a ploy
making the trade union leaders accessories in a
grand design to raid the public treasury, impose
austerity on the workers and convert the trade
union movement into a labor front. If sacrifice is
the order of the day a skeptical nation is waiting
for the corporations to give leadership by exam­
ple.

But don't hold your breath waiting. Reindustri­
alization is needed. The point is, who will pay for
it and who will benefit? The predatory nature of
U.S. capitalism hasn't changed. The contradic­
tions tearing it apart will be exacerbated by these
policies.

Meanwhile the workers will suffer prolonged
agony relieved only by their resistance. An
aroused, determined and active rank and file is
what some leaders are waiting for. There is no
other force that can move them or remove them if
they don't respond.
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'ReiaSsasfca®fe®S@aac’?
GIL GREEN

"Reindustrialization" has suddenly emerged as
a major issue. The general admission that this is
needed, in what not-so-long-ago was considered
the country with the very highest level of indus­
trial technology in the world, says a great deal
about the crisis of U.S. capitalism.

Reindustrialization is now advocated as the
cure-all for the nation's stagnant economy. Big
business sees in it a way to lower taxes and raise
profits for itself, while enforcing austerity on the
rest of us. Sections of the labor movement, on the
other hand, have greeted it as a promise of more
jobs and better times—somewhere up ahead.

Different versions of reindustrialization make
the rounds, and there is dispute over the indus­
tries in which it should take place as well as how it
is to be brought about. But there is general big
business agreement on the basic premise: Ameri­
can industry, it holds, has ceased being competi­
tive because of lack of investment capital.
Emergency measures are needed, therefore, to in­
crease corporate profits and thus induce greater
investment. What this requires, it is argued, is a
substantial cut in taxes, less government interfer­
ence with business, more government aid for re­
search and development and a substantial rise in
labor productivity by holding wages down and
getting workers to produce more for less.

An editorial in the New York Times of August 25
stresses that "reindustrialization is apt to be much
more painful than its proponents are willing to
admit. For," it continues, "the aim can not be the
simple political one of protecting industries like
autos and steel. The economy can not be renewed
by clinging to the past, to dying industries, crip­
pled companies or existing jobs." It winds up,
"The tougher the politics, the better the econom­
ics."

That industrialization will be painful and will
require political toughness is even more explicitly
Gil Green is a member of the Central Committee of the CPUSA
and author of What’s Happening to Labor? 

indicated by a feature article in the New York Times
Magazine of Sunday, August 10. Lester C.
Thurow, professor at the Massachusetts Institute
of Technology, writes that "There are solutions to
our economic problems." Those he proposes are
grim indeed:

For the forseeable future, Americans must
face up to the unpleasant fact that only by
means of a temporary reduction of individual
income can we turn our faltering economy
around. And if that sacrifice is to have any per­
manent value, our political system is going to
have to undergo some major revisions so that it
can respond efficiently and fairly to economic
change.

The New Hooverism
Behind the alluring slogan of reindustrialization

there lurks a conscious policy to turn the country
around in its basic economic thinking. Ever since
the experiences of the Great Depression, more
than four decades ago, the answer to hard times
and mass unemployment has been an increase in
government spending to help create more jobs
and to boost mass purchasing power. Now, how­
ever, an opposite course is being advocated. We
are asked to accept mass unemployment and low­
ered living conditions as necessary evils that will
enable us to reach the golden Eldorado of prosper­
ity in the sweet bye and bye. It is little wonder that
this has been labeled as "New Hooverism."

What is particularly ominous in this is that it is
no longer the gospel of just the extreme Right. It is
now embraced by many "liberals" as well. This is
true despite the significant battle which erupted at
the Democratic Convention around the proposal
for a $12 billion appropriation to create more jobs.
To hold on to his constituency, President Carter
double-talked his way out of an outright rejection
of this plank, but his basic economic policies are
not too different from those of Ronald Reagan.

The influence of the New Hooverism was evi­
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dent even in the $12 billion proposal, for no one
claimed it could provide more than 850,000 jobs.
Yet even government statistics, which notoriously
understate the number of unemployed, admit to
some 8 million jobless.

An even more graphic example of the same
trend is to be seen in the recent declaration of the
Joint Economic Committee of Congress (August
28). The New York Times referred to it as "the
strongest bipartisan economic statement from
Congress in decades." The statement declares that
government is helpless to either prevent depres­
sions or to soften their effects. Instead of propos­
ing aid to the unemployed, the Congressional
committee advocated a tax cut to "increase prod­
uctivity by stimulating corporate investment in
new plant and equipment."

All but one of the committee's twelve Demo­
cratic members, and all the Republicans, voted for
the statement. Included among them was Senator
Edward Kennedy. The single honorable exception
was Rep. Parren Mitchell of Maryland. He refused
to support the statement because it failed to in­
clude a request for "immmediate fiscal stimulus to
help the nation's 8 million unemployed workers,
including 2.5 million Blacks."

A Look at the Facts
That U.S. industry is no longer as competitive as

formerly is certainly true. It lost 16 per cent of its
share of the world market in the 1960s and 23 per
cent more in the 1970s. Worse, it lost huge chunks
of the U.S. internal market as well. One need but
mention such industries as steel, auto, shoes,
clothing, radios, televisions and a host of other
products. The losses have been to Japan and West
Germany in the first place, but also to other devel­
oped and semi-developed lands, South Korea and
Taiwan for example.

It is likewise true that the U.S. rate of investment
in new production facilities and technology lags
behind that of other capitalist countries. We rein­
vest about 10 per cent of our gross national prod­
uct, but in West Germany it is about 15 per cent
and in Japan 20 per cent.

Labor productivity has also lagged. Output per
hour for the period 1960 to 1977 rose by 61 per cent
in the United States compared to 151 per cent in 

West Germany and an astounding 293 per cent in
Japan. The average increase for the ten most
developed capitalist states was 141 per cent.

This trailing far behind others is not the fault of
the American workers. They are among the most
proficient in the world, with speedup in U.S.
plants second to none. Nor does the fault lie in
high wages. The bitter fact is that the much-
vaunted "high American standard of living" has
slipped badly. Five other capitalist countries now
have a higher standard of living than we.

How rapidly living standards in this country
have fallen behind others can be seen by compar­
ing real hourly earnings for the period 1967 to
1973. Taking the year 1967 as 100, the increases
were as follows: Austria, 31; Belgium, 48; Britain,
30; Canada, 23; Denmark, 45; France, 47; West
Germany, 35; Italy, 65; Sweden, 27; Switzerland,
30; but the United States only 8.

Since then the situation has even worsened.
U.S. workers' real wages have fallen steadily since
the depression of 1974-5. Yet from 1970 to 1978,
real wages in Japan rose by 47 per cent and in West
Germany by 49 per cent. Thus, real wages in Japan
and West Germany have climbed rapidly, al­
though these are the two countries with the high­
est ratio of capital investment. These facts explode
the hollow corporate claim that higher wages are a
cause of the lower rate of U.S. capital investment
and of labor productivity.

What about profits? Is it true that these have
been low or have been eaten away by high taxes?
Quite the contrary. Profits after taxes for manufac­
turing industry in 1960 were $15.2 billion. This
zoomed to $81.3 billion in 1978—a rise of over 400
per cent. Profits in durable goods manufacture
jumped over 500 per cent. Net after-tax profits for
all U.S. corporations reached a staggering $121.5
billion for 1978. This exceedjngly rapid rise in real
profits has therefore made available a sizable sum
for renewal of plant and technology. Why hasn't it
taken place?

Why Low Capital Investment?
It is necessary to recall what V. I. Lenin wrote

about uneven development under capitalism, of
both nations and industries. Newer capitalist for­
mations, if they are to compete successfully with 
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older ones, must base their production on the very
highest level of industrial technology. It is also
easier for them to do so—given the means—for
older industrial powers can not so easily divest
themselves of their investments in relatively out­
dated technology.

A second facet of this same phenomenon
pointed to by Lenin is the tendency toward
parasitism in the countries with the greatest ac­
cumulation of capital. In his book Imperialism,
Lenin explains:

More and more prominently there emerges,
as one of the tendencies of imperialism, the
creation of the “rentier state," the usurer state,
in which the bourgeoisie to an ever-increasing
degree lives on the proceeds of capital exports
and by “clipping coupons."...In the epoch of
imperialism, certain branches of industry, cer­
tain strata of the bourgeoisie and certain coun­
tries betray, to a greater or lesser degree, now
one and now another of these tendencies. On
the whole capitalism is growing far more
rapidly than before; but this growth is not only
becoming more and more uneven in general, its
unevenness also manifests itself, in particular,
in the decay of the countries which are richest in
capital (Britain). (Collected Works, Vol. 22, p.
300.)
What Lenin wrote about England in 1916 largely

holds for the United States today. But there is an
additional twist not present in Lenin's time. It is
conglomeration. Exorbitant profits are made by
means of financial sorcery, the wholesale buying
and selling of corporations and their merger into
huge conglomerates. But the fabulous super­
profits accruing from conglomeration do not arise
from a more efficient production of values, only
from a parasitic shuffling and reshuffling of own­
ership papers and stock market tapes.

Stagnation also arises from still another
source—the tendency toward monopoly price fix­
ing. Capitalist monopoly, stressed Lenin, “like all
monopoly...inevitably engenders a tendency to
stagnation and decay. Since monopoly prices are
established, even temporarily, the motive cause of
technical and, consequently, of all progress, dis­
appears to a certain extent and, further, the eco­
nomic possibility arises of deliberately retarding
technical progress." (Ibid., p. 276. Emphasis in
original.)

Price fixing is a pronounced feature of U.S.
monopoly capital. Competition between auto
manufacturers, for example, is no longer in price,
only in advertising and gimmickry. Conglomera­
tion has further encouraged this, as has the vast
size of the U.S. internal market. Unlike Japan and
West Germany, the U.S. has never been geared
primarily to the export of goods. Hence so long as
other capitalist states were in no position to suc­
cessfully penetrate the American market, the ten­
dency toward monopolistic price fixing was able to
temporarily conceal the stagnation and decay that
underlay it.

U.S. monopolies have been extremely adept,
however, at the export of capital. But here, too,
there is a new feature barely discernible in Lenin's
day. It is the export of capital to developed coun­
tries and the growth of what have become known
as multinational corporations. This is where U.S.
wealth has been and is being invested on an im­
mense scale. Already in January 1958 Fortune
noted that "the value of private investment abroad
is actually growing several times faster than U.S.
domestic investment." The U.S. Department of
Commerce reports that capital exports "to add to,
acquire or improve majority owned foreign af­
filiates of U.S. multinational corporations" rose
steadily in the 1970s. In 1970 it was $14 billion; in
1978, $30 billion; in a period of six years, $155
billion. This, mind you, is only in foreign enter­
prises which are majority owned by U.S. interests.

Seventy five per cent of these investments have
been going to the developed countries, where
U.S.-built plants often compete successfully with
plants of the very same corporations located in the
United States. These foreign plants are newer,
more modem and have a higher level of manufac­
turing technology than those at home. This en­
ables them to compete successfully even within
the United States. It is not the wage differential
that makes the difference, for as we have seen,
wages are rising ever more rapidly abroad. It is the
difference in technology.

The wage differential is, of course, extremely
meaningful in underdeveloped countries. U.S. in­
vestments in these still bring the highest returns of
all. Thus, at the very same time that Ford plants
are closing their doors in this country, the Ford
Motor Company has been building a huge, ex­

'REINDUSTRIALIZATION'? 27



tremely modem plant in Mexico.
Thus U.S. monopoly corporations have been in­

vesting in high-level technology, but more so in
other lands than in the United States.

The Arms Factor
There is one major exception to this. Huge

amounts of resources have been poured into
high-technology production for the military. This
country spends more per year on armaments than
the sum total of all corporate after-tax profits. It
has now reached $160 billion a year and is ex­
pected to reach $250 billion by 1985. Since World
War II more than three trillion dollars—yes, three
thousand billion (3,000,000,000,000)—have been
spent on so-called national defense. This sum is
the equivalent of the dollar value of all existing
material wealth (tangible assets) of the United
States—all its land, structures, equipment and in­
ventories combined. The entire country could be
reconstructed from scratch with what has been
spent on means of destruction.

It is this huge waste of human and material
resources, on a scale unheard of, which is bringing
about the gradual impoverishment of the nation.
The United States has spent about 30 per cent of its
federal budget for military purposes. Japan, on the
other hand, has spent only about 6 per cent and
West Germany 5 per cent.

Professor Seymour Melman of Columbia Uni­
versity has for years warned the nation against
this disgraceful carnage of human and material
resources. He has shown how it is rapidly trans­
forming the United States into an underdeveloped
country, falling behind others in meeting human
needs and industrial technology. Unfortunately,
his warnings have been proven correct. As long as
this drain on American wealth continues, there is
no hope for real renewal, or for plugging the infla­
tion dike. Inflation can not be subdued while im­
mense national resources continue to be con­
sumed in the fires of militarism.

This truth seems obvious. Yet a strange paradox
exists. Many of the loudest big-business expo­
nents of reindustrialization also clamor for ever-
greater military expenditures. They seem blind to
the fact that this is the very course which led to the
country's economic decline. How can this astig­
matism be explained? Only by the fact that the 

interests of empire are placed even higher than
those of economic redevelopment. Or, put
another way, because greater military power is
seen as the ultimate answer to both declining eco­
nomic power and a world in constant revolu­
tionary change.

The logical extension of this insane view is now
a matter of public record. It is Presidential Direct­
ive 59—the mad dream of a "limited" nuclear war
against the Soviet Union in which U.S. im­
perialism picks up the remains, if there are any, in
a world turned to ashes. Only an aroused nation
can put an end to this madness.

Who Is to Pay?
With even greater military expenditures in the

works, where is the money to come from for rein­
dustrialization? From only one source—the living
standards of the American people. This is what
the New York Times meant by its phrase that tough
politics make good economics. It is spelled out at
considerable length in a special issue of Business
Week on reindustrialization.

BW not only favors tax cuts for the corporate
rich, but also calls for lavish federal handouts to
big business in the form of billions for research and
development, for bailing out "needy" corpora­
tions and for subsidizing exports.

It is adamently opposed, however, to spending
for job creation or for labor-intensive industries,
such as housing. Reindustrialization, it makes
clear, is not meant to help sick industries or needy
people, or to redress racial grievances, provide
jobs for Black and Hispanic youth or to rebuild the
crumbling inner-cities. Its sole purpose is to make
industry competitive internationally, which re­
quires high-technology renovation and high prof­
itability.

BW further proposes that the federal budget be
divided into two parts: one for "current accounts";
the other for helping reindustrialization. Nor is it
opposed to deficit spending and an unbalanced
federal budget, as long as expenditures are for
capital investment and not for social needs.

To win organized labor's cooperation for a pro­
gram essentially directed at the standard of living
of working people, it dangles the lure of a "new
social contract" between capital and labor. If or­
ganized labor is "reasonable" in its demands and 
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if it cooperates in getting workers to produce more
for less, then capital is prepared to recognize it as a
"partner" in this noble venture. But should sec­
tions of organized labor become obstreperous, BW
warns, they will be given their lumps, for with
more and more of the workforce unorganized, the
labor movement is in no position to fight back. The
promise it holds out is for greater employment and
prosperity once U.S. industry is competitive
again—something, it admits, that is a considerable
way off.

This form of "social contract" is already in the
works. President Carter had announced the for­
mation of a national council for redevelopment to
be co-chaired by Irving Shapiro, president of the
Dupont Corporation, the most vicious.anti-labor
company in the United States, and by Lane Kirk­
land, the pro-corporation president of the AFL-
CIO. That both of these characters are willing bed
fellows in this cynical venture is something to be
pondered. For what is being proposed is nothing
less than a massive redistribution of national in­
come and wealth in the interests of the corporate
monopolies.

Difficult, Delicate and Dangerous
From what has been said, it should be clear that

we can not favor a reindustrialization whose aim it
is to make the rich richer and the poor poorer. But
our response is more than a negative one. We
recognize that the talk of reindustrialization is
prompted by a real crisis such as this country has
never faced before.

That the United States is now slipping badly as a
world power, that is no longer number one in
standard of living, that the once mighty dollar is
now worth only pennies abroad, that our cities are
decaying, our streets unsafe, our quality of life
deteriorating and that the prospects are for more
of the same, and worse, are facts exceedingly dif­
ficult for the American people to accept.

Our whole national psychology and outlook
were built on the belief that "our" capitalism was
somehow different and better, that it was more
progressive, more upbeat, always advancing to
higher levels of social well-being. It was admitted,
of course, that we had had devastating economic
depressions, a shameful history of chattel slavery,
continuing racism and large pockets of abject pov­

erty, but it was believed that the trend was toward
ever-greater equality, toward making America an
America for all.

This was the myth and the dream. To see the
dream being shattered, to be compelled by life to
accept another perspective, is indeed traumatic to
the national psychology. The present moment is
therefore difficult, delicate and dangerous.

At a loss to explain what has happened, groping
for an answer, sensing the inanity of politics as it is
now practiced, without a background of class or
socialist understanding, there is the danger of a
blind, irrational striking out at false images,
whether the Soviet Union abroad or racial
minorities at home. Jingoism and racism, we
should note, are rooted in the very supremacist,
imperialist ideology that viewed this country as
morally superior to all others.

How We See It
These are some of the things that must be taken

into account in developing a progressive approach
to the proposed reindustrialization. We are not
opposed to reindustrialization perse, only to a plan
to place the burden of it on the backs of the work­
ers and the people generally. We see reindustri­
alization as only one aspect of a much broader plan
needed for national renewal and reconstruction.

We, too, want this country to be strong and
great, both in the eyes of its people and of the
world. The American people are among the most
energetic, industrious and innovative, embodying
in their unique national character the traditions
and cultures of multiple races and nationalities. It
is this which makes us great.

We, too, want this country to stand out, but not
for its military might, not as the arms merchant of
the world, not as the keeper of empire oppressing
weaker nations. We want it to be an example of
what a nation should be in providing all its people
with a decent, healthful life, with ever greater
equality and democracy, and at peace with all
nations irrespective of their social system or form
of government.

We, too, are for technological renewal, but not
to increase the already swollen profits of the
monster conglomerates and multinational corpo­
rations. We, too, are for computerized work pro­
cesses and mechanical robots on assembly lines, 

'REINDUSTRIALIZATION'? 29



but not at the expense of workers' jobs. High-level
technology should be used to take the toil out of
labor, reduce the hours of work and ensure that all
have gainful, creative work, but none are over­
worked.

These are a few principles that guide our ap­
proach to the proposed reindustrialization. We are
aware, of course, that we can go only so far in
realizing them under capitalism and its
corporate-monopoly rule. But we must strive to
attain them, recognizing that there is no way for­
ward except in the direction of a socialist society.
For socialism in the United States will be the end
goal of the struggle to extend democracy in all
directions.

Faced, however, with the New Hooverism,
there is great need for the unity of all who refuse to
give up the gains won in the struggle of the past
forty years, and who strive to win greater gains.
Some of the immediate issues of struggle, as we
see them, are:
• No giveaways or takebacks of any kind! No

tax cuts for the corporate rich; no government
handouts to the corporations for any reason what-
sovever, and no cuts—but increases—in all social
benefits and services.

• No nestling of labor up to capital; no coopera­
tion with management to cut real wages or in­
crease speedup. What is needed is a massive labor
counter-offensive, including an all-out drive to
organize the unorganized.
• Reindustrialization costs must come from

corporate profits, from halting the export of capital
to multinational foreign affiliates and from a
steady and accelerated reduction in arms spend­
ing through bilateral agreement with the Soviet
Union. An emphatic <zno" must be given to the MX
missile and to Directive 59, and mass support
mobilized for the passage of SALT II.
• Industrial plant owners should not be permit­

ted to pull up stakes without severe financial
penalties in the form of adequate compensation to
the workers and to the community- Workers
should be permitted to run shut-down plants with
financial and other assistance from the govern­
ment and to reconvert them to useful production.
• The energy industry—oil, gas, coal and elec­

tricity, the most profitable of all—should be
nationalized and its immense windfall profits 
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used for the public good.
® Priority in all reindustrialization plans must

go to the rebuilding of our inner cities. It is here
that a massive housing program can provide hun­
dreds of thousands of jobs where they are most
needed, in the ghettos.

O No industry which can serve human needs
should be considered "sick" or ready for the junk
pile. We are opposed to scrapping such industries
as steel and auto in the name of concentration on
high technology industries such as computers and
weaponry. The older industrial regions of the
country must not be turned into industrial waste­
lands.

O In all industrial planning there must be the
strictest regard for environmental protection and
for the health and safety of workers. Penalties, up
to the point of confiscation, should be imposed on
companies which continue to flagrantly pollute
the air, water and land with industrial wastes.

O We favor government and labor intervention
in company investment policies. Investment
needs to be channeled where it can serve the na­
tion best, not where profits are highest. Had this
been imposed on the auto corporations years ago,
we would not now be facing so large a loss of the
auto market and the need to reconvert from the
production of monstrous gas guzzlers to more
economically run vehicles.
• Larger foreign markets for U.S. goods can be

obtained by satisfying the needs of a world still
steeped in hunger, misery and underdevelop­
ment. There is great need for both our industrial
and agricultural products. There is also an im­
mense potential market available in socialist coun­
tries. Granting most favored nation treatment and
credits to all socialist and "third world" countries
can greatly expand the U.S. share of the world
market.

☆ ☆ ☆
These are but a few of the issues around which

the struggle will rage. The offensive of capital
against living standards will sharpen the class
struggle to a point not seen in years. Out of it must
come a reversal of the course of the nation and an
end to the politics of choosing between evils. The
New Hooverism will pass, as did the old. Only
struggle can bring about a renovation and recon­
struction in the people's interest.
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The main capitalist theory of foreign trade was
first enunciated over 150 years ago by the British
bourgeois economist David Ricardo. It is referred
to as the theory of comparative advantage, and runs
as follows:

Suppose England and Portugal find that they
can trade cloth and wine, England providing the
cloth and Portugal the wine. England can produce
the cloth with 100 laborers, while it would take 120
to produce the wine it gets in exchange. Portugal
can produce the wine with 80 people, while it
would take 90 to produce the cloth. For each coun­
try there is a comparative advantage. England can
get more wine by trading cloth for it than by pro­
ducing it herself. Portugal can get more cloth by
trading wine for it than by producing it herself.
The trading of cloth for wine is beneficial to both
coun tries.

Ricardo waxes lyrical in explaining how his
principle works: "Under a system of perfectly free
commerce, each country naturally devotes its cap­
ital and labor to such employments as are most
beneficial to each. This pursuit of individual ad­
vantage is admirably connected with the universal
good of the whole. By...using most efficaciously
the peculiar powers bestowed by nature, it distri­
butes labor.. .most economically. It is this principle
which determines that wine shall be made in Fr­
ance and Portugal, that com shall be grown in
America and Poland, and that hardware and other
goods shall be manufactured in England."

This theory is still to be found in the economics
textbooks of universities in capitalist countries.
But applied to the capitalist world, it is an unreal
theory. Trade under capitalism simply does not
work out in the interest of "the universal good of
the whole" the way Ricardo foresaw.

This was true even in Ricardo's day. It is no
accident that he used the case of England and
Portugal as his main example. Portugal, as Lenin
pointed out in his book Imperialism, was even then
Edward Boorstein has dealt with foreign trade problems while
working as an economist in the U.S., Cuba and Chile. 

an economic colony of Britain. The international
division of labor defended by Ricardo helped keep
Portugal an economically underdeveloped pro­
ducer of raw materials while Britain produced the
manufactured goods.

But Ricardo's theory is even further removed
from today's reality. Economic relations of the
type that existed between Britain and Portugal
were exceptional in Ricardo's day . Now they are
part of a general system—imperialism.

Ricardo's theory of trade is an abstract one, pre­
sented as though it had universal application, re­
gardless of the economic system under which the
trade took place. But trade clearly has to reflect the
economic system. Trade under capitalism reflects
the anarchy of capitalism. Trade under im­
perialism reflects the unequal relations that exist
between the imperialist countries and the neo­
colonies, the competition and rivalries that rage
among the imperialist countries themselves.

Yet there is a core of truth in Ricardo's theory of
comparative advantage. There are potential ad­
vantages in foreign trade, in an international divi­
sion of labor. Further, the progress of technology
and related developments have given rise to a
powerful tendency for foreign trade to grow
rapidly, regardless of what anyone might wish.

But it is only under socialism—with the elimina­
tion of imperialism and its economic anarchy, with
equality among countries, with economic
planning—that the international division of labor
can come into its own and trade can truly contri­
bute to the good of all concerned.

Trade Between Imperialist and Neo-colonial
Countries

The basic pattern of trade between the im­
perialist powers and the underdeveloped coun­
tries of Latin America, Africa and Asia can best fie
shown by a few examples. Here are the main ex­
ports of a number of underdeveloped countries:
Ecuador—oil, bananas, coffee and cocoa; Peru—
copper, fish meal, lead and zinc; Egypt—cotton;
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Ghana—cocoa and wood; Indonesia—oil, wood
and rubber; the Philippines—wood, copper, copra
and sugar.

The underdeveloped countries supply agricul­
tural and mineral products, while the imperialist
powers supply manufactured goods. This pattern
has been shifting a little in recent years. Corpora­
tions have been transferring certain manufactur­
ing operations from the United States to under­
developed countries where labor is cheaper. So
we now have imports of textiles, electronic goods,
auto parts and other manufactured items from
Mexico, Taiwan, South Korea and Hong Kong
into the United States. But taking the trade of the
underdeveloped countries as a whole, the pattern
of exporting raw materials in exchange for man­
ufactured goods is by far the predominant one.

What creates this pattern? Does it arise spon­
taneously because the comparative advantage of
the two sets of countries inherently runs to differ­
ent types of goods? The answer is "no." It arises
through the operations of the giant corporations
from the developed capitalist countries—from
monopoly capitalism, which, as Lenin pointed
out, is the essence of imperialism.

It was the giant monopolies which—pursuing
their goal of private profits—gave the econpmies
of the underdeveloped world a deformed and dis­
torted structure, made them dependent on the
export of one or two main crops or mineral prod­
ucts, turned them into appendages of the
economies of the developed capitalist countries.

Who turned pre-revolutionary Cuba into a
sugar plantation for the United States, dependent
for 75 per cent of its export earnings on this one
crop? It was the United Fruit Co., the Cuban
American Sugar Co. and other such companies.
These monopolies acquired the best land in Cuba
and turned it to the production of cane, to be
refined into sugar for export. Who made Chile
dependent for the bulk of its export proceeds on
copper? Anaconda and Kennecott.

Besides taking over the main resources of the
underdeveloped countries, the monopolies also
dominate their internal markets and stunt their
industrial growth. The monopolies pump in man­
ufactured goods from the developed capitalist
countries and this in itself is enough to prevent or
hold back the growth of industry in the under­

developed ones. How can infant industries in
such countries prosper in the face of competition
from the giant monopolies?

On top of this are the actions of the imperialist
governments dominated by the monpolies. These
governments use their power to help the
monopolies penetrate the markets of the under­
developed countries and, at the same time, to
protect the position of the monopolies in their
home markets. Thus even when underdeveloped
countries do obtain some industries, for example,
textiles, clothing and electronics, they find it very
difficult—unless it happens to suit monopoly
interests—to obtain entry for the products of these
industries to the markets of the developed
capitalist countries.

The colonial economic structure and trade pat­
tern inflicted on the underdeveloped countries
subject them to grave difficulties and ills. Gener­
ally in a weak position vis a vis the giant
monopolies and the imperialist countries, they
have to sell cheap and buy dear. One of the oldest
complaints of these countries is that the terms of
trade—the relationship of the prices of the goods
they sell to the prices of those they buy—keep
moving against them. Inflation in the industri­
alized capitalist countries keeps jacking up the
prices of the goods the underdeveloped countries
buy. The prices of the goods they sell can not keep
up.

Another difficulty arises from the special insta­
bility of the capitalist markets for raw materials.
The prices of sugar, copper, coffee, etc. are subject
to wild swings, which means that the foreign earn­
ings of the countries which depend on exporting
them are also subject to such swings. The problem
goes beyond ups and downs in foreign exchange
earnings. Often a good part of government re­
venue comes from taxes on exports, so that when
the value of exports drops, not only do foreign
exchange earnings plummet, but so also do gov­
ernment revenues. It is almost impossible to main­
tain stable, non-inflationary economies under
such circumstances.

Finally, the deformation of the underdeveloped
economies—their concentration on one or two ex­
port products and the low degree of industrial
development—condemns their people to heavy
unemployment and miserable levels of income.
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Where, if there is no adequate industrial devel­
opment, are the jobs for the people going to be
produced? With the growth of population and the
introduction of modem techniques in agriculture,
people are pushed off the land, forced to migrate
to the cities. But without growing industry, the
cities can not provide jobs either. So the cities of
the underdeveloped countries are filled with tre­
mendous shantytowns of unemployed.

The existence of heavy unemployment and
other unutilized resources in the underdeveloped
countries is the main thing that makes Ricardo's
theory of comparative advantage inapplicable to
them. In a country whose resources, including
labor force, are fully employed, it makes sense—
leaving out military considerations—not to pro­
duce anything that can be obtained more cheaply
elsewhere. But in a country with heavy unem­
ployment and other unused resources, the calcu­
lation is not the same. Buying industrial products
abroad, even if they can be obtained more cheaply
this way, means foregoing an opportunity to
create employment and additional income within
one's country, to help set the country on the road
to development.

The underdeveloped countries are fighting
against the imperialist domination of their
economies. The fight assumes several different
forms. One is that taken by the Organization of
Petroleum Exporting Countries (OPEC). After dec­
ades of receiving ridiculously low prices for their
immensely valuable resource, these countries
have been using their combined power to raise the
price of oil.

Another form is the demand, pressed by the
underdeveloped countries in the United Nations
and related international organizations, for a New
International Economic Order. Among the
specific demands are "stable and remunerative"
prices for the commodities exported by these
countries, the removal of tariff and other barriers
which prevent them from exporting industrial
products to the developed countries, massive fi­
nancial transfers for development, and the trans­
fer of scientific and technological knowledge to
themselves.

Finally, there are moves by the underdeveloped
countries to break away from the grip of the
foreign monopolies. In some countries key indus­

tries have been nationalized. In others, for exam­
ple Cuba, a thoroughgoing anti-imperialist,
socialist revolution has been carried out.

The efforts of the underdeveloped countries to
escape from the colonial pattern of trade imposed
on them can not be understood if looked at only
from a narrowly economic point of view—they
form part of the world revolutionary process.

Trade Among the Imperialist Countries
To understand the present trade situation

among the imperialist countries, one has to go
back to what happened during the Great Depres­
sion of the 'thirties. In the face of disastrous eco­
nomic decline and soaring unemployment, the
major capitalist countries erected import barriers
to protect their home economic activity. Hit not
only by the Depression, but also by the wave of
protectionism that it called forth, international
trade collapsed.

World War II added to the impediments to the
flow of trade. Most countries imposed controls on
foreign exchange expenditures which lasted into
the postwar period. The supposed purpose of
these controls was to save scarce foreign ex­
change, but they were often used as a substitute
for tariffs to protect home industry and agriculture
from imports.

The major capitalist countries thus faced the
following problems in the realm of international
trade at the end of World War II—to reduce trade
barriers and to set up accepted rules for interna­
tional trade that would keep it orderly, that would
above all prevent a recurrence of the disastrous
scramble toward protectionism that occurred in
the 'thirties. To do this the capitalist countries
undertook a series of measures that can be loosely
described as international state monopoly
capitalism—an attempt by the monopoly­
dominated governments to regulate international
trade.

The first of these measures was to create a new
international capitalist monetary system through
which foreign trade would take place. This was
done at an international monetary conference in
Bretton Woods, New Hampshire, in 1944. Under
the Bretton Woods system, the dollar was to be
maintained at a fixed relation to and be convertible
into gold, and the other main capitalist currencies 
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were to be maintained at a fixed relation to the
dollar. A new organization, the International
Monetary Fund (IMF), was set up to administer the
new system. The rules of the Bretton Woods sys­
tem were geared to doing away with foreign ex­
change controls.

Another measure was the setting up of a
mechanism, known as the General Agreement on
Tariffs and Trade (GATT), to serve as a forum for
systematic multinational trade negotiations, with
the aim of liberalizing trade—that is, lowering
trade barriers. A number of multinational trade
negotiations have since been held, beginning in
1948.

These negotiations have resulted in the formu­
lation of rules as to what constitutes fair and unfair
trade practices. For example, the rules define what
constitutes dumping. The negotiations have also
resulted in a lowering of tariffs.

The United States was initially the principal
leader in the movement toward trade liberaliza­
tion. This reflected the position of economic pre­
dominance in which it emerged from World War
II. Just as the interest of Britain when she was the
leading economic power lay in free trade, so now
the interest of the United States lay in liberaliza­
tion. However, unlike Britain in its industrial hey­
day, the United States did not support full free
trade, just selective liberalization. There were a
number of home products, both agricultural and
industrial, for which it wanted tariff protection.

Giving impetus to the movement toward
liberalization was the fact that it got under way in a
very favorable period. Between World War II and
the early 1970s world capitalism enjoyed the
biggest growth in its history. This growth helped
ease the shocks that the removal of trade barriers
inevitably involved. In a growing market imports
were less likely to cause a loss in jobs to workers in
home industries, and to the extent that jobs were
lost, new jobs could more easily be found in other
areas of the economy.

But the effects of the anarchy of capitalism and
contradictions of imperialism were bound to as­
sert themselves. The situation has changed greatly
from the early postwar period when trade liberali­
zation got under way.

To begin with, the United States—as was in­
evitable given Lenin's law of the uneven devel­

opment of capitalism—has lost the economic pre­
dominance it once enjoyed. One consequence of
this is that the dollar, on whose strength the Bret­
ton Woods monetary system was based, has
grown progressively weaker. Beginning in the late
1950s, a number of crises shook the dollar and
through it the whole international monetary
mechanism of capitalism, until with the crises of
1971 and 1973 the Bretton Woods system collapsed
completely. The United States will no longer give
gold for dollars and the currencies of the other
main capitalist countries are no longer tied to the
dollar at a fixed rate—they fluctuate or "float."

Bourgeois monetary economists have tried to
play down the significance of the breakdown of
the Bretton Woods system, to say that the new
system has proven that it works reasonably well.
But the breakdown of the Bretton Woods system
has grave implications for international trade.
Fluctuating exchange rates mean instability and
this can create all sorts of problems. The rate of a
country's currency goes up and this, by increasing
the price of its exports, creates difficulties for its
exporters; the rate goes down and this brings in a
flood of unwanted imports which hurt domestic
agriculture and industry.

Besides, the weakness of the dollar has far from
played itself out; there will be other, major dollar
crises. The dollar is still the main currency of the
capitalist world. Most capitalist countries keep a
large part of their foreign exchange reserves in
dollars. A reduction in the value of the dollar re­
duces the value of these reserves and this could
force many countries to restrict their imports. A
large reduction in the value of the dollar could
cause a run on it; foreigners would refuse to accept
dollars, would try to dump the dollars they al­
ready hold. The result could be havoc in the inter­
national trade of the capitalist world.

Another consequence of the decline in U.S. eco­
nomic strength in relation to Japan, West Ger­
many and other countries is that the balance of
cost and benefit for the United States of trade
liberalization has shifted. When the movement
toward trade liberalization was getting under way
the U.S. steel and auto industries looked forward
to increased exports and did not have any worries
about imports. Now both these industries are sick
and heavy imports are complicating their prob­
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lems.
The United States is not the only country whose

relative economic strength has declined. The same
thing happened to Britain, starting even earlier.
Britain has also been having severe problems with
its steel and auto industries which there, too, are
being complicated by imports.

The United States is no longer the same mover
toward trade liberalization that it once was. It has
continued to pay lip service to liberalization. But it
has at the same time been exerting pressure on
Japan to "voluntarily'' limit the flow of various
exports which have been causing problems in this
country. On steel, the U.S. government has insti­
tuted a so-called trigger price mechanism which
prevents imported steel from being sold below
certain price levels. On automobiles, the Secretary
of Labor recently warned Japan that "a strong
reaction" could result from continued strong
shipments of Japanese cars to the United States.

Not just in the United States, but also in many
other countries, a movement toward protec­
tionism has been growing. Other countries have
also been resorting to "voluntary agreements,"
"orderly marketing arrangements" and other de­
vices which enable protectionist measures to be
taken while pretending that the spirt of liberaliza­
tion and the rules of GATT are not being violated.
The Secretariat of the United Nations Conference
on Trade and Development estimated last year
that import restrictions introduced since 1974 af­
fect "between 3 per cent and 5 per cent of interna­
tional trade" or roughly $30-50 billion.

Even West Germany, one of Europe's most vo­
ciferous supporters of free trade, is now under
pressure from its auto industry to restrict imports .
of Japanese automobiles. During the first six
months of last year the Japanese share of the West
German automobile market was 5 per cent. Dur­
ing the same period this year it shot up to over 9
per cent. Japan sold 60 per cent more cars even
while the market as a whole was shrinking and
West German auto makers were being forced to
cut production and lay off workers. The West
German Minister of Economics has been speaking
to Japanese officials about "voluntary restraint."

The biggest potential threat to the "liberalized"
structure set up after World War II comes from the
developing economic crisis besetting the capitalist 

world. Economic growth in the 1970s was far
lower than during the earlier postwar period. The
worst postwar recession occurred during 1974-75
and the current recession is also severe. The pros­
pect is for low economic growth and severe reces­
sions for many years ahead.

Socialist Trade
Socialist trade is as different from capitalist

trade as socialism is from capitalism. In trade
among socialist countries, or between socialist and
underdeveloped nonsocialist countries, there is
no colonial pattern, no exploitation of under­
developed countries by developed ones. Since
socialist countries operate on the basis of plan­
ning, trade among them does not suffer from the
wild ups and downs that afflict capitalist trade, but
just steadily grows; the socialist countries can
even supply the nonsocialist ones with stable,
growing foreign markets. There is in the socialist
countries no problem of industry or agriculture
being hurt or of workers being laid off because of
imports, no problem requiring protectionism.
Under socialism the principle of comparative ad­
vantage and the possibilities for a just and rational
division of labor can truly come into their own.

Not only do the socialist countries not impose a
colonial pattern of trade on underdeveloped coun­
tries, but further, the socialist community offers
them a way of escape from the limitations to
development imposed by the monopolies and the
capitalist market.

No country today, least of all the underdevel­
oped countries, can live without trade. Take, as
extreme examples, the islands of the Carribean or
the smaller countries of Latin America. With their
narrow range of resources, their markets too small
to support sufficiently large, diversified industry,
their lack of modem technology, the dependence
of these countries on trade is almost absolute. Yet
being forced to trade only in the capitalist market
is equivalent to being forced to accept imperialist
domination. By providing an alternative the
socialist countries make a crucial contribution to
the national liberation struggle of the underdevel­
oped countries.

Polish-Soviet trade can serve as one illustration
of how socialist trade differs from capitalist trade.
Poland entered socialism as an underdeveloped 
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country, becoming a developed country under
socialism. One factor helping it to industrialize
and develop was the possibility of exporting in­
dustrial goods to the Soviet Union. Between 1945
and 1968 Poland delivered to the Soviet Union the
equipment for fifteen sugar refineries and eleven
yeast works, a large amount of chemical equip­
ment, eighty thousand railway freight and pas­
senger cars and five hundred ships. Bulgaria is
another example—sixty per cent of the output of
the Bulgarian machinery industry goes to the
Soviet Union. It is not possible to find similar
examples from trade between developed and
underdeveloped capitalist countries.

The type of assistance given by the Soviet Union
to other countries' economic development is also
illustrative. The so-called foreign aid given by
developed capitalist countries to underdeveloped
ones goes for such things as roads and ports
necessary to support the export of some mineral or
agricultural raw material—not for industry. But
socialist countries have nothing to fear from the
industrialization of other countries and the Soviet
Union provides a great amount of assistance for
industrial projects.

It has, for example, provided assistance for
building or expanding iron and steel plants in
Bulgaria, Cuba, Hungary, the Democratic
People's Republic of Korea, Poland, Rumania and
Yugoslavia, as well as Algeria, India, Nigeria,
Pakistan and Turkey. It has also provided assis­
tance to a large number of countries for many
other types of industrial facilities—electric power
plants, including atomic power stations, cement
plants, diesel engine plants, cotton and textile
mills, caustic soda factories, etc. Partly as compen­
sation for the assistance rendered, the products of
many of the enterprises built with this assistance
are exported in large quantities to the Soviet
Union. In this connection, the Soviet Union pro­
vides markets for such goods as power trucks,
tractors, medicines, roller bearings, sulphur, steel
and cement.

How significant Soviet assistance can be for the
countries receiving it can be seen from the case of
India. Enterprises built with Soviet assistance
produce forty per cent of India's steel, seventy
seven per cent of its oil, thirty per cent of its re­
fined oil, twenty per cent of its power and fifteen 

per cent of its aluminum.
Cuba is another example of the benefits of

socialist trade. Before the Revolution, the United
States monopolized Cuba's foreign trade. U.S.
corporations had turned Cuba into a deformed
appendage of the U.S. economy, providing the
United States with sugar and tobacco, and receiv­
ing manufactured goods from it. Cuba had no
significant manufacturing industry of its own.

When the Revolution came, the U.S. im­
perialists imposed an embargo on trade with Cuba
in the hope of choking the Revolution to death, or
at least softening Cuba for a military intervention.
Had it not been for the ability of the Soviet Union
to fill the breach, this policy would have suc­
ceeded. By 1960, when the embargo was imposed,
the Soviet economy had developed to the point
where it could supply the oil and other goods the
Cuban economy required. Ten years earlier, it
would not have had the oil, the tankers and many
of the other items necessary to do so.

In its trade with the socialist countries, Cuba
enjoys a number of advantages not available in
trade with capitalist countries. A key one is the
ability to enter into long-run agreements for the
sale of large quantitites of sugar and other goods at
guaranteed prices. Cuba enjoys assured markets
in the socialist countries, not subject to the wild
fluctuations in price and demand of the capitalist
markets. In addition, the Soviet Union pays a
price well above the world market price for the
sugar it receives from Cuba.

On the import side, Cuba has been receiving
help from the other socialist countries in building a
diversified industrial base, something that never
happened under imperialism. It has received help
in carrying out a gigantic expansion of its electric
power and cement industries, in building up its
steel industry, in setting up plants for the produc­
tion of pre-fabricated housing, equipment for the
sugar industry, refrigerators, and a host of other
goods. Cuba also purchases plants from capitalist
countries—for example, fertilizer plants.

Cuba has been developing a diversified econ­
omy, completely different from the lopsided one
imposed on it by imperialism. One of the main
things that makes it possible for Cuba—a small
country heavily dependent on foreign trade—to
do this is its ability to trade with the socialist com­
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munity. As long as twenty years ago the socialist
community was able to provide a trade alternative
for Cuba.

But the economic strength of the socialist com­
munity keeps growing both through the continu­
ing development of those countries that are al­
ready socialist and through the addition of new
countries. The trading capacity of the socialist
community will grow still bigger in the future, and
this will be an ever more important factor in the
struggle for national liberation and socialism by
the underdeveloped countries, as well as in the
struggles of the people of the developed countries.

The growth in the trading capacity of the
socialist community also has another implication.
In addition to the embargo on trade with Cuba, the
United States maintains restrictions on trade with
the other socialist countries, most heavily on trade
with the Soviet Union. To a much lesser degree
the other capitalist countries also maintain such
restrictions. The economic cost of these restric­
tions is enormous, especially for the United
States. They mean the loss of a tremendous
number of possible jobs, the giving up of markets
that could help our sick steel industry, the forego­
ing of additional sources of gas and oil that could
help ease our energy crisis.

But it was easier to maintain such restrictions in
the 1950s, when the socialist community had less
to offer. Now such countries as West Germany
and France have a large, growing and profitable
trade with the Soviet Union. The United States
loses business to such countries through its re­
strictions. The growth in the trading capacity of
the Soviet Union and the other socialist countries
will tend to make it more and more difficult to
maintain the restrictions in the future.

In outlining the great strength of socialist as
compared to capitalist trade, there is no intention
of denying that socialist trade also has problems.
But the problems must be seen in perspective. The
socialist countries, almost without exception,
were underdeveloped when they became
socialist. They have developed very rapidly, but in
certain economic sectors and areas of technology
they are still behind. Several depend to a consid­
erable extent on trade with the capitalist countries
for the import of oij, machinery and other impor­
tant items. They are affected by the ups and 

downs of the capitalist market—less than if they
depended on it for all instead of only a part of their
trade, but still affected. The rise in the price of oil,
the inflation and periodic recessions in the
capitalist world, all create problems. But unlike
the problems of the capitalist world, these prob­
lems are transitory.

The socialist international division of labor is
only twenty five years old. It has already shown
what it can do. The socialist countries made room
for Cuban sugar even though the Soviet Union
and several others were themselves large sugar
producers. The Soviet Union and other socialist
countries engage in gigantic joint projects for the
development and distribution of fuels and raw
materials from Siberia. The socialist countries are
working out specialization agreements among
themselves, with the German Democratic Repub­
lic specializing in chemical equipment, precision
engineering and optics, Poland specializing in
railroad cars, metal tools and the motor industry,
etc. Agreements on the standardization of ma­
chinery, equipment and instruments are being
adopted by the socialist countries.

The Soviet constitution has an article which
says, "As part of the world socialist system....the
Soviet Union shall actively participate in economic
integration and in the international socialist divi­
sion of labor." This gives a foretaste of the world of
the future.

Foreign Trade and the 1980s
The strength of the tendency for foreign trade to

grow rapidly can be illustrated by the fact that
between 1965 and 1979 world trade increased
three times, after allowing for inflation. This is a
much higher rate of growth than that of the world
economy over this period.

Trade increased rapidly in all the major areas of
the world. The exports and imports of the United
States, Japan, Western Europe, the underdevel­
oped countries and the socialist countries all
showed large increases.

The economy of the United States, which used
to be relatively independent of foreign trade, has
grown far more dependeht. In 1965 U.S. exports
and imports equalled seven per cent of the gross
national product. In 1979 they equalled seventeen

Continued on page 7
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Milton Friedman's Freedom
. . . f or Capital

HENRY MORRIS

Milton and Rose Friedman, Free to Choose:
A Personal Statement, Harcourt Brace,
Jovanovich, 1980.

Bourgeois economics in the twen­
tieth century can be summed up in a
single statement: what is profitable is
good. It comes in essentially two vari­
eties, the "pure" form, which sup­
ports "unregulated" or "laissez-
faire" capitalism, and the Keynesian
form, which favors "regulated"
capitalism, a.k.a. the "mixed eco­
nomy." The Keynesian view is well-
illustrated by a metaphor of one
Nobel Prize winner: the U.S. eco­
nomy is like a sailboat blown by the
winds of profit, steered by the rudder
of government control. The laissez-
faire view suggests doing away with
the rudder.

Milton Friedman has long been the
leading U.S. exponent of the laissez-
faire economic ideology. Until quite
recently it was common to consider
him little more than an annoying
crank. After all, it was patently obvi­
ous that "pure" capitalism did not
work, any doubts on that score hav­
ing been laid to rest by the Great De­
pression of the 1930s.

But it is becoming clear to more and
more people that Keynesian
capitalism is not working either. The
Henry Morris teaches economics at a
Midwestern University.

only "steering" being done is in the
direction of government help in the
profit-making process. But recessions
have not been eliminated; inflation
has become an endemic problem; and
government programs of all sorts
have generally fallen short of their
advance notices. This has produced a
crisis in bourgeois economics.

One result has been the "come­
back" of Milton Friedman, who is
now both respectable and influential.
He is a past president of the American
Economic Association and a recent
recipient of the Nobel Prize in Eco­
nomics. His "monetarist" doctrine
has been put into practice by Federal
Reserve Chairman Paul Volcker. The
Friedman ideology matches that of
Prime Minister Thatcher's Conserva­
tive administration in Britain and
underlies the policies of Ronald Rea­
gan. And his most recent work, Free
to Choose (co-authored with his wife
Rose Friedman), remains at the top of
the nation's best-seller lists. It is im­
portant, therefore, to understand
"Friedmania," to criticize it and to
understand its appeal. Only then will
we have a firm basis for combatting
this profoundly reactionary ideology.

The essentials can be summed up
briefly. According to Friedman, the
basic problem of the U.S. is the re­
striction of individual freedom in the
economic and political spheres. We 

are, he asserts, no longer "free to
choose" among alternatives; instead,
choices are made for us by govern­
ment. Where consumers are freest to
choose in the marketplace those
goods and services they desire (and
can afford), and where "resource
owners" (owners of capital, land and
labor) are freest to use their resources
to obtain the highest return—there
consumers' welfare advances most
rapidly. Free market capitalism is re­
sponsible for the dramatic
betterment—through technological
progress, product innovation and ef­
ficient organization—of the lives of
workers and capitalists alike. Hence
the success of the U.S. (until recent
government interference), of
nineteeth century Britain and of
post-1867 Japan. Conversely, gov­
ernment regulation and control have
invariably hampered economic
growth, have restrained the "natu­
ral" development of the economy.
Hence the lack of success of India, the
Soviet Union and Pol Pot's Cam­
bodia.

How does all this occur? Because
firms produce with a view to making
profit, they are forced to produce
goods that will sell, goods that con­
sumers want. Competition keeps the
price as low as possible. Lowering
costs can lower prices and increase
sales; hence the incentive for
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technological advance. If consumers'
tastes change, this information will be
conveyed to business by means of
changes in price; business then
knows which industries to leave and
which to enter, solely by this “price
mechanism." If business can find a
way to meet an unfulfilled (or
newly-arisen) consumer need, it can
make a profit; hence the improve­
ment of product quality and the
development of new products. At
every turn, business finds itself satis­
fying consumers, regardless of inten­
tions. The consumer is sovereign.
What is profitable is good.

In this scheme, government can not
possibly do better. Indeed, the best
that government could hope to
achieve, even with good intentions, is
a duplication of this free market re­
sult. In fact, government invariably
achieves less and thus harms the eco­
nomy; when government interferes
with the freedom to choose, every­
body loses.

In support of this view Friedman
actually offers a single example: gov­
ernment restrictions on international
trade. If, for example, government
imposes a ban on the import of televi­
sion sets, U.S. resources must be di­
rected toward this end. This involves
diverting resources from other pro­
ductive activities such as, let us sup­
pose, tractor production. In the pro­
cess, we lose. Clearly we are less effi­
cient at producing television sets than
other countries, otherwise we would
not have imported them in the first
place. By the same token, we are more
efficient at producing tractors, or else
U.S. firms would not have been able
to sell tractors in the competitive mar­
ket in the first place. Government ac­
tion has shifted production from a
more efficient to a less efficient area.
Television sets now cost the con­
sumer more, and either fewer tractors
are available or they also cost more (or
both). Better to have left the market
alone, so that consumers could decide
for themselves what they wanted on 

the basis of price and quality, and not
country of origin.

It must be noted that in selecting
this example, Friedman has chosen
the one instance where there is practi­
cally universal agreement among
economists of widely differing per­
suasions. It is far from unique to
Friedman's ideology to oppose artifi­
cial barriers to international trade.
Nevertheless, Friedman generalizes
from this one example to oppose
unions (they also interfere with the
market), social security (individuals
should be free to choose their own
pension plans), public education
(parents should be free to send their
children wherever they choose with­
out having to subsidize, through
taxes, the public school in their
neighborhood as well), medicare (in­
dividuals should be free to choose
their own health insurance),
minimum wage laws (they decrease
employment), and the licensing of
doctors (it restricts fhe freedom of in­
dividuals to practice medicine).

It will suffice to consider just the
first of these. Unions, for Friedman,
are the same as the craft guilds of
medieval Europe: they restrict mem­
bership to raise wages (just like a
monopolistic business), providing
benefits for the members at the ex­
pense of everybody else. Friedman's
illustration of a successful union is the
American Medical Association.
Through licensing practices and lim­
itations on the number of medical
schools, physicians are kept under­
supplied. Consumers pay too much
for medical services, and receive too
little. This "special interest" group in­
terferes with our freedom to choose,
just like government, imposing a cost
on us all.

In thus presenting, without
ridicule, the logical kernel of Fried­
man's analysis, we are giving him
much more than his due. Friedman
tries to bolster his conclusion through
the "liberal" use of lies, half-truths
and distortions. He thinks that the

first immigrants to North America
found "freedom and an opportunity
to make the most of their talents"—he
apparently has forgotten the
slaves—and "an empty continent to
conquer"—he apparently considers
the Native American Indian civiliza­
tions as "empty." (Pp. 1, 3.) He as­
serts that "mental capacities" and "ta­
lent" are inherited, as if this were sci­
entific fact. (Pp. 21-22,136.) He claims
that buildings in the Soviet Union
"look decrepit within a year or two of
their construction" and "machines in
government factories break down"
because "when everybody owns
something, nobody owns it." (P. 24.)
The Soviet Union is a "state of tenor"
and a "Russian foreman...has to
worry about being shot." (Pp. 135,
147.) In Berlin "the streets appear
empty; the dty gray and pallid; the
store windows, dull; the buildings
grimy," all of which he apparently
perceived in a one hour visit. (P. 55.)
The "growth of crude criminality in
Britain in recent decades may well be
one consequence of the drive for
equality." (P. 145.) And so on ad
nauseum.

All that notwithstanding, the
Friedman argument must still be
countered. The major flaws, in
briefest form, are as follows:

1. The kind of "free market"
capitalism Friedman envisions never
existed, arid certainly does not exist
now. Competitive capitalism has long
since given way to monopoly
capitalism, and it is precisely the
point of monopoly to "interfere" with
the market. Typically, Friedman's
only comment on monopoly is to call
it a "myth." (P. 36.)

2. On purely technical grounds
alone the Friedman view fails. In eco­
nomic language, the price mechanism
will convey the wrong information if
"private costs" differ from "social
costs." If, for example, a corporation
finds it can increase its profits by clos­
ing down a plant in Chicago and re­
locating in North Carolina, it will

MILTON FREEDMAN'S FREEDOM... FOR CAPITAL 39



compare these benefits (the increased
profits) to the costs involved (loss of
plant in Chicago, cost of construction
in North Carolina, etc.) in deciding
whether to actually move or not. Un­
fortunately, there are costs to the
Chicago community that are never
considered in this decision—
disruption of the local economy, loss
of tax revenue, increase in physical
and mental health problems, etc.
What is economically "rational" for
the private business turns out to be
irrational from the point of view of
society as a whole.

3. Friedman fails to point out who
selects the alternatives among which
we are "free to choose." If automobile
corporations consciously destroy
mass transit systems, as has hap­
pened in Los Angeles and other cities
across the country, we are "free to
choose" between cars and walking,
but that hardly amounts to consumer
satisfaction.

4. Friedman's assertions to the con­
trary, governments are not all of a
piece. The failure of state monopoly
capitalist programs to meet the needs
of the people should elicit a histori­
cally concrete analysis. Instead
Friedman offers an illegitimate
generalization of the failure of gov­
ernment in the abstract.

5. Friedman does not have, and has
never had, any answer to the prob­
lems of depressions and unemploy­
ment. It was precisely this point that
led to the overthrow of this ideology
in the first place. Instead, Friedman
continues to talk of "natural" unem­

ployment and maintains, against the
weight of evidence and theory, that
the Great Depression of the 1930s was
caused by...government!

In all this, Friedman's central fail­
ing stands out clearly: the inability to
see the class essence of capitalism. For
Friedman, the worker's freedom to
work or be unemployed is no differ­
ent from the capitalist's freedom to
hire or fire. The superficial equality
that reigns in the market (which Marx
pointed out long before Friedman)
only masks the fundamental inequal­
ity of capitalism: some own the means
of production while the rest work for
those who do. Nothing of conse­
quence can be understood without
this foundation.

Friedman's primary mass appeal is
clearly to the petty bourgeoisie. His
claim that the AMA is a typical union
can only fool those not in unions. His
attack on the whole array of govern­
ment programs is designed to win
support from middle income tax­
payers. This is further strengthed by
his advocacy of a Constitutional
amendment limiting income taxes.
His focus on individual "freedom" is
meant to attract those whose working
life is conducive to the individualist
ideology that is so widely propagated
in this country.

And to top it off, Friedman's anti-
govemment "solution" sounds so
simple. It does not require facing up
to difficult problems and confronting
the power of monopoly capital. It be­
comes, therefore, an escape, a flight
into a petty-bourgeois fantasy-land 

made up of individuals competing
equally in the market for maximum
economic gain.

But if the attraction is to the petty
bourgeoisie, the services rendered by
this ideology are to the bourgeoisie, to
monopoly capital. The objective im­
pact of Friedman's proposals is to
strengthen monopoly at the expense
of the working class (and the petty
bourgeoisie). Thus, in the name of
being "free to choose," Friedman
would eliminate all controls on oil
prices; subject unions to anti-trust
laws; abolish welfare and the Occupa­
tional Safety and Health Act and so­
cial security and the minimum wage;
lower taxes on businesses and those
in the higher income brackets.

To be sure, Friedman opposes gov­
ernment bailouts of Chrysler, Loc­
kheed and other giant corporations
and does advocate the "negative in­
come tax" which would, in principle,
provide some financial support to the
poor. These parts of the Friedman
"plan," however, will be ignored by
monopoly and will never im­
plemented if they have their way. The
net result is the Reagan program: tax
relief for the rich, more military
spending; drastic cuts in social serv­
ices of all kinds; and union-busting.
No doubt those taken in by Friedman
will be discouraged and disillusioned
with the final results: they will have
gained nothing and lost quite a bit.
And history will have shown, yet
again, that there is no independent
role for the petty bourgeoisie.
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