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urban workers are unemployed or underemployed.

“If Suharto is on the spot now, so is the West,” argue Lipsky and
Pura. Indonesia needs $7.6 billion in foreign aid to help finance its
current five-year plan. It welcomes foreign investment, but not the
“quick buck” attitude shown by some U.S. investors in the early 1970s.
The internal mismanagement, corruption, and bureaucratic red tape of
the military-backed regime in Jakarta cannot be overlooked. However,
the authors conclude, “It would seem a major setback for the West if
Suharto’s New Order, which gambled on the West, were to fall short of
its goal because the West fell short of its promise.”

?

: ’ . “‘Industrial Development in China:
Ehzna S ECOHOmy“ 1967-76 and 1976-78" by Jan S. Prybla,
p?”OSp@CfS GOOd in Challenge (Sept.-Oct. 1978), 901 North

Broadway, White Plains, N.Y. 10603.

China’s new “moderate” leaders have branded their ousted “‘radical”
rivals (the “Gang of Four”) as “economic illiterates’”’ whose policies cost
China $60 billion in industrial output during the turbulent 1974-76
period.

Actually, writes Prybla, a Pennsylvania State University economist,
the Chinese economy grew steadily from 1966 through 1975, not count-
ing 1967 when output dropped because of the political chaos caused by
Mao Tse-tung’s Cultural Revolution. (Except for coal, iron, and steel,
industrial output increased at an annual rate of 10 percent, according
to CIA estimates.) The collapse of the radicals’ economic program—
with its emphasis on greater democracy in the work place and a nar-
rowing of wage differentials between skilled and unskilled workers—
was due more to factional struggles than to any inherent unworkability
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of the radicals’ basic economic concepts.

Changes in the pattern of industrial development since Mao's death
in September 1976, says Prybla, have been “changes in degree, not in
the quality of the administrative command system.” The work incen-
tive program is being revamped, and there is greater emphasis on cost
control and profitability. Labor unions have been revived to help en-
force worker discipline on the job. Technical experts enjoy greater au-
thority. Moreover, priorities have been shifted slightly from agriculture
and light industry to heavy industry—especially coal, iron, and steel.

While China’s economy may have suffered in the short run from fac-
tional feuding, and while some radical reforms (particularly those
which disrupted higher education) may have long term ill effects, the
image of past economic disarray is misleading, Prybla concludes, and
the prospects for continued economic growth are good.

oy K “0il, Wheat & the Soviet Union” by Her-
Enes 8Y- [‘lg—fy 1o bert S. Levine and Daniel L. Bond, in The

Rusgia’s Future Wharton Magazine (S_ummer 1978), P.O.
Box 581, Martinsville Center, Mar-

tinsville, N.J. 08836.

For ten years, the Soviet Union has relied on Western technology to
boost the sagging productivity of its domestic industries and massive
purchases of grain to offset the failure of Soviet agriculture. Economists
Levine, of the University of Pennsylvania, and Bond, of Stanford Re-
search Institute, contend that this pattern will be increasingly difficult
to maintain because of Russia’s hard currency trade deficits and
mounting indebtedness.

Between 1968 and 1976, the total volume of Soviet trade with the
West more than trebled in constant dollars (to $25 billion in 1976).
Imports, however, raced way ahead of exports, leaving a huge hard
currency trade deficit (up from $100 million in 1968 to $6.3 billion in
1975). The Soviets have been able to support this deficit largely through
gold sales and heavy borrowings from Western banks, and also by
shipments of oil, gas, and coal, which by 1976 represented more than 50
percent of all Soviet exports to the West. (Most of the oil and gas went
to Italy, West Germany, France, Britain, and Austria.)

Although the Soviets are taking steps to conserve energy and increase
its production, the authors argue that Russia will face fuel shortages in
the 1980s which could drastically affect exports and thus its balance of
payments. They see three possible scenarios in the 1980s: (a) a continu-
ation of present levels of energy exports and grain imports, as officially
predicted by the Soviet government; (b) a drastic decline in energy
exports combined with serious foreign exchange difficulties, as pre-
dicted by the CIA in July 1978; and (c¢) an intermediate situation, as
forecast by Western oil and gas industry specialists.

Whichever hypothesis proves correct, Levine and Bond conclude, the
key to future Soviet economic development will be Moscow’s ability to
maintain energy exports.
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