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C A P T A I N  SMITH: A d m i r a l  R o s e ,  G e n t l e m e n :  

F o r  our  s e c o n d  l e c t u r e  t h i s  m o r n i n g  we w i l l  t u r n  ou r  a t t e n t i o n  to 
>me of the  p r o b l e m s  of m o d e r n i z a t i o n  w h i c h  m u s t  be f a c e d  by the  
l d e r d e v e l o p e d  c o u n t r i e s  in t he  w o r l d .  

The  top i c  of the  l e c t u r e  is  " E c o n o m i c  A l t e r n a t i v e s  C o n f r o n t i n g  the  
~ve lop ing  N a t i o n s . "  

Our  s p e a k e r  i s  the  P r o f e s s o r  of E c o n o m i c s  and S e n i o r  Staff M e m -  
;r of the  C e n t e r  fo r  I n t e r n a t i o n a l  S tud ies  at  M. I. T . ,  Dr .  E v e r e t t  E. 
agen.  

P r o f e s s o r  Hagen ,  i t  i s  a p l e a s u r e  fo r  m e  to  w e l c o m e  you  to t h i s  
a s s .  

Dr.  Hagen ,  g e n t l e m e n .  

D R .  HAGEN: A d m i r a l  R o s e ,  G e n e r a l  Qui l l ,  G e n t l e m e n :  

It i s  a g r e a t  p l e a s u r e  f o r  m e  to be h e r e .  The  I n d u s t r i a l  Co l l ege  of 
e A r m e d  F o r c e s  p e r f o r m s  an i m p o r t a n t  func t ion ,  and it is  c e r t a i n l y  
e a s i n g  to be  h e r e  t a k i n g  p a r t  in y o u r  ac t i v i t y .  I a m  s o r r y  tha t  I cou ld  
Jr, a s  I t hen  t hough t ,  a p p e a r  at the t i m e  tha t  t h i s  top ic  was  o r i g i n a l l y  
:hedu led ,  but  I t ake  it t ha t  the  s l igh t  r e a r r a n g e m e n t  of the  t i m e  did 
~t i n c o n v e n i e n c e  you so  m u c h .  

I have  g iven  s o m e  though t  to the  con ten t  of the  t a l k  t h i s  m o r n i n g  on 
e top ic  a s s i g n e d  w h i c h  m i g h t  be m o s t  u s e f u l  to  you,  and it s e e m e d  to  
e tha t  wha t  I m i g h t  b e s t  do w a s  t h i s .  Many of the u n d e r d e v e l o p e d  o r  
:ve lop ing  c o u n t r i e s  give m o r e  s c o p e  to g o v e r n m e n t  e c o n o m i c  o p e r a °  
>ns, g o v e r n m e n t  b u s i n e s s  o p e r a t i o n s ,  o r  o p e r a t i o n s  of b u s i n e s s  e n -  
r p r i s e s ,  e s p e c i a l l y  in the  e a r l y  p h a s e s  of t h e i r  d e v e l o p m e n t ,  t han  we 
~uld t h ink  w i s e  in the  Un i t ed  S ta tes ,  and m o r e  of ten  than  t h e r e  s e e m s  
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any l o g i c a l  r e a s o n  fo r  the  p u r p o s e  of d e v e l o p m e n t .  R a t h e r  t han  s t a t e  
and c r i t i c i z e  t h e i r  c h o i c e s ,  it s e e m s  to m e  it  would  be u s e f u l  to you  if 
I e x p l a i n e d  why the  l e a d e r s  of the c o u n t r i e s  tha t  m a k e  t h e s e  c h o i c e s  
th ink  tha t  t h i s  i s  w i s e ,  and then  e v a l u a t e  the  t r e n d s  l a t e r  at the end of 
m y  ta lk .  

F i r s t  I would  l ike  to m e n t i o n  a s t e r e o t y p e  tha t  m a n y  of us  have  
about  the u n d e r d e v e l o p e d  c o u n t r i e s .  We a r e  apt ,  in  sp i t e  of o u r s e l v e s ,  
of ten  to  t h i n k  of t h e m  as one h o m o g e n e o u s  g r o u p ,  wi th  a l l  the  peop le  
of the  u n d e r d e v e l o p e d  c o u n t r i e s  ha l f  h u n g r y  and c r y i n g  out fo r  r a p i d  
d e v e l o p m e n t .  Th i s  jus t  is  not so. Not on ly  do v a r i o u s  c o u n t r i e s  d i f f e r  
w i th  r e s p e c t  to t h e i r  a t t i t u d e s  t o w a r d  d e v e l o p m e n t  and the  i n t e n s i t y  of 
t h e i r  d e s i r e  fo r  i t ,  but  w i th in  any g iven  c o u n t r y  t h e r e  is  a l a c k  of h o m o -  
g e n e i t y  and d i f f e r e n c e  in i n t e r e s t  and a t t i t u d e s .  So we s h o u l d n ' t  t a l k  
about  the u n d e r d e v e l o p e d  c o u n t r i e s  as  one b ig  l u m p  in t h i s  con tex t .  

What I wan t  to do f i r s t ,  t hen ,  is  s e p a r a t e  out the  a t t i t u d e s  of s o m e  
l e a d e r s  in s o m e  of t h e s e  c o u n t r i e s ,  whom I wi l l  c a l l  f o r  c o n v e n i e n c e ,  
t r a d i t i o n a l  l e a d e r s ,  f r o m  the  a t t i t udes  of a coup l e  of o t h e r  s o r t s  of 
l e a d e r s .  In the  p u r e  c a s e  of the  t r a d i t i o n a l  l e a d e r ,  t h e s e  t r a d i t i o n a l  
l e a d e r s  a r e  f r o m  a w e a l t h y ,  l anded  c l a s s  w h i c h  has  b e e n  s o c i a l l y  and  
p o l i t i c a l l y  i n f l u e n t i a l  in the c o u n t r y  fo r  g e n e r a t i o n s  o r  c e n t u r i e s ;  
a r o u n d  the  c e n t r a l  c o r e  of the wea l thy ,  l a n d e d  g r o u p  a r e  the  p r o f e s s i o n a l  
g r o u p s ,  the  top g o v e r n m e n t a l  o f f i c i a l s ,  and the  top  m i l i t a r y .  Th i s  i s  
the t r a d i t i o n a l  r u l i n g  g roup .  

T h e s e  l e a d e r s  t end  to be c o s m o p o l i t a n  i n d i v i d u a l s .  They  a r e  p l e a s -  
ant to a s s o c i a t e  with.  T h e y  a r e  the peop le  tha t  A m e r i c a n  b u s i n e s s m e n  
who go down to s u c h  c o u n t r i e s  a s s o c i a t e  wi th ,  tha t  the  A m e r i c a n  m i l -  
i t a r y  who go down often a s s o c i a t e  wi th ,  tha t  the  A m e r i c a n  c o l l e g e  p r o -  
f e s s o r s  who go down to do r e s e a r c h - - u n l e s s  t hey  a r e  a n t h r o p o l o g i s t s - -  
a s s o c i a t e  wi th ,  too.  

But,  e v e n  though  t hey  a r e  c o s m o p o l i t a n  and p l e a s a n t  p e o p l e ,  I 
t h i n k  we should  r e c o g n i z e  tha t  w i th in  t h e i r  s o c i e t i e s  m a n y  of t h e s e  
t r a d i t i o n a l  l e a d e r s  have  no th ing  to ga in  by s p o n s o r i n g  o r  e n t e r i n g  upon 
i n d u s t r i a l i z a t i o n  o r  new e c o n o m i c  ac t i v i t y .  T h e y  a r e  the  top  dogs ,  as  
it  i s ,  and en joy  a p o s i t i o n  w h i c h  is  only  apt  to  be l e s s e n e d  if  t h e r e  a r e  
i n d u s t r i a l i z i n g  g r o u p s  tha t  a r i s e .  T h e y  r e a l l y  a r e  not  p a r t i c u l a r l y  
i n t e r e s t e d  in e c o n o m i c  d e v e l o p m e n t .  E c o n o m i c  d e v e l o p m e n t  wou ld ,  of 
c o u r s e ,  he lp  the  " s i m p l e  p e o p l e "  of the c o u n t r y ,  but  the  t r a d i t i o n a l  
e l i t e  o f ten  have  a p e c u l i a r  a t t i tude  t o w a r d  the  s i m p l e  peop le .  
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L e t  m e  d i g r e s s  a n d  s a y  t h a t  w h e n  I t a l k  a b o u t  t h e  " s i m p l e  p e o p l e "  
m e a n  t h e  p e a s a n t s ,  t h e  c r a f t s m e n ,  t h e  l o c a l  m e r c h a n t s ,  a n d  m e n i a l s  
t h e  c i t y - - e v e r y b o d y  e x c e p t  t h o s e  we  c a l l  in  t h e  s o c i a l  s c i e n c e  j a r g o n ,  

e e l i t e .  T h e  e l i t e  i n c l u d e  t h e  g r o u p s  I h a v e  m e n t i o n e d  a n d  t h e  p r o -  
s s i o n a l  p e o p l e  o f  v a r i o u s  k i n d s  t h r o u g h o u t  t h e  c o u n t r y .  T h e  e l i t e  a r e  
: r h a p s  1 t o  5 o r  6 p e r c e n t  of  t h e  p o p u l a t i o n ,  a n d  t h e  s i m p l e  p e o p l e  t h e  
h e r  95 to  99 p e r c e n t .  

Now,  t h e n ,  t h e  t r a d i t i o n a l  l e a d e r s  t o d a y  a r e  r a t h e r  d e f e n s i v e ,  b e -  
ruse  t h e y  k n o w  t h e  w o r l d  i s  m o v i n g  a n d  t h e  w o r l d  i s  c r i t i c i z i n g  t h e m .  
] e y  o b t a i n  t h e i r  p o s i t i o n s  e s s e n t i a l l y  by  b i r t h ,  n o t  b y  i n d i v i d u a l  
: h i e v e m e n t  a n d  m o v i n g  up  a l a d d e r ,  a n d  t h e y  a s k  t h e m s e l v e s ,  I s u g g e s t :  
~.rhat j u s t i f i c a t i o n  i s  t h e r e  f o r  o u r  p r e f e r e n t i a l  p o s i t i o n ? "  I a m  n o t  
i g g e s t i n g  t h a t  t h e y  e v e r  a s k  t h e m s e l v e s  t h i s  q u e s t i o n  in s o  m a n y  w o r d s .  
~m s a y i n g  t h e y  b e h a v e  a s  t h o u g h  u n c o n s c i o u s l y  t h e y  a s k  t h e m s e l v e s  
i s .  T h e y  c o n c e i v e  o f  t h e m s e l v e s  a s  d i f f e r e n t  in  e s s e n c e  f r o m  t h e  
m p l e  f o l k  a nd  a s  h a v i n g  a d i f f e r e n c e  t h a t  m u s t  b e  m a i n t a i n e d .  T h e y  
:t a s  t h o u g h  t h e y  f e e l  t h a t  t h e y  w o u l d  d e m e a n  t h e m s e l v e s  i f  t h e y  p r o -  
d e d  l o c a l  r o a d s  a n d  e d u c a t i o n  f o r  t h e  s i m p l e  f o l k ,  b e c a u s e  t h a t  w o u l d  
' ing  t h e  s i m p l e  f o l k  up a n d  i m p l y  a s o r t  of  e q u a l i t y .  If t h a t  w e r e  d o n e ,  
e n  t h e  t r a d i t i o n a l  e l i t e  w o u l d  h a v e  n o t h i n g  t o  d i s t i n g u i s h  t h e m s e l v e s  
". A n d  t h e y  a c t  a s  t h o u g h  t h e y  f e l t  t h a t  w o r k i n g  w i t h  t h e i r  h a n d s ,  
, t t ing  t h e i r  h a n d s  d i r t y ,  w o r k i n g  w i t h  t o o l s ,  w o r k i n g  w i t h  m a c h i n e s ,  
' d i r e c t i n g  i n d u s t r i a l  p r o c e s s e s  w o u l d  be  d o i n g  w h a t  m e n i a l s  do ,  a n d  
u s  m a k i n g  t h e m  l i k e  t h e  m e n i a l s .  T h e  e l i t e  h a v e  a r e p u g n a n c e  t o  i t .  

I s a y  t h e y  a c t  a s  t h o u g h  t h i s  w e r e  t r u e .  T h e y  w o u l d  d e n y  m o s t  
d i g n a n t l y  t h a t  t h i s  i s  t r u e  i f  t h e y  h e a r d  m e  t a l k i n g .  Bu t  t h i s  i s  t h e  
f ec t .  So o f t e n  t h e y  a r e  w i l l i n g  to  t a k e  i n d u s t r i a l i z a t i o n  on a p l a t t e r ,  
. t o  s p e a k ,  i f  it  i s  g i v e n  t o  t h e m  w i t h o u t  t h e i r  h a v i n g  to  s u l l y  t h e m -  
I v e s  w i t h  i t .  B u t  t h e y  w i l l  n o t  g e t  r i g h t  in  t h e r e  a n d  g r u b  a n d  r u n  a 
c t o r y ,  a n d  t h e y  a r e  ap t  to  d r a g  t h e i r  f e e t  a t  r e f o r m s  w h i c h  w o u l d  i m -  
' o r e  e d u c a t i o n  o r  p r o v i d e  s o m e  f a r m - t o - m a r k e t  r o a d s ,  o r  r e m o v e  
s c o n t e n t  b y  l a n d  r e f o r m ,  a n d  s o  on .  

T h e i r  c h o i c e s  in  l i f e  a n d  c o n c e r n i n g  n a t i o n a l  p o l i c y  a r e  t o  k e e p  
t a t  t h e y  h a v e  b u t  t o  g e t  a i d  m o n e y  i f  a i d  m o n e y  i s  a v a i l a b l e ,  w i t h  a s  
:t le a c t i o n  a s  p o s s i b l e .  ~ r h e n  w e  t a l k  a b o u t  t h e  d e s i r e  o f  l e a d e r s  o f  
L d e r d e v e l o p e d  c o u n t r i e s  f o r  r a p i d  e c o n o m i c  a n d  i n d u s t r i a l  d e v e l o p -  
en t ,  w h i c h  i s  a v e r y  r e a l  t h i n g ,  w e  s h o u l d  e x c l u d e  t h e  g r o u p  t h a t  I 
I I  t h e  t r a d i t i o n a l  l e a d e r s .  
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Now l e t  m e  s p e c i f y .  I h a v e  t a l k e d  in  t h e  a b s t r a c t  s o  f a r .  In  P e r u ,  
I w o u l d  s a y  t h e  i n f l u e n t i a l  l e a d e r s  o f  t h e  c o u n t r y  a r e  t r a d i t i o n a l  l e a d e r s .  
T h i s  i s  t r u e  o f  v e r y  m a n y  of  t h e  i n f l u e n t i a l  l e a d e r s  in  C h i l e .  E v e n  
t h o u g h  m a n y  of  t h e m  a r e  of  f a m i l i e s  w h i c h  m i g r a t e d  t o  C h i l e  o n l y  t w o  
o r  t h r e e  g e n e r a t i o n s  a g o ,  t h e y  c l i n g  t o  t h e i r  e l i t e  s t a t u s  a l l  t h e  m o r e  
c o m p u l s i v e l y  b e c a u s e  i t  i s  n e w  a n d  p r e c i o u s  t o  t h e m .  T h e  d i s s a t i s -  
f a c t i o n  in  C h i l e  i s  s u c h  t h a t  i t  w o u l d  n o t  b e  a t  a l l  s u r p r i s i n g  i f  in  1964  
a p o p u l a r  f r o n t  l e d  b y  t h e  C o m m u n i s t s  w o n  a p e r f e c t l y  h o n e s t ,  o p e n  
e l e c t i o n  a n d  g a i n e d  c o n t r o l  o f  t h e  c o u n t r y  b y  g e t t i n g  t h e  m a j o r i t y  v o t e .  
A n d  t h i s  I s u g g e s t  i s  due  n o t  m e r e l y  to  o u t s i d e  i n f i l t r a t i o n  b u t  t o  t h e  
d o m e s t i c  s i t u a t i o n .  In  P a r a g u a y  t h e  s a m e  i s  t r u e  i n  g e n e r a l  o f  t h e  
l e a d e r s ,  and  of  c o u r s e  i n  H a i t i ,  t o  m e n t i o n  a n  e x t r e m e  c a s e .  T h i s  i s  
t r u e ,  u n f o r t u n a t e l y ,  o f  B o u n  O u m  a n d  t h e  m e n  a r o u n d  h i m  in  L a o s .  
D i e m  in  S o u t h  V e i t n a m  i s  t i n g e d  w i t h  s o m e  of  t h i s  a t t i t u d e .  T h i s  i s  a 
m i x e d  c a s e .  D i e m  h a s  d o n e  a n  e x c e l l a n t  j ob  o f  c l e a n i n g  up s o m e  s o r t  
o f  g a n g s t e r  p r i v a t e  a r m i e s .  He h a s  d o n e  a n  e x c e l l a n t  j ob  o f  s o m e  l a n d  
r e f o r m  a n d  of  s e t t l i n g  s o m e  r e f u g e e s  on  n e w  l a n d .  Bu t  h e  w a n t s  t o  h a v e  
h i s  a u t h o r i t y  p e r s o n a l .  It i s  n o t  d e m o c r a t i c .  It  i s  n e p o t i s t i c .  E v e r y -  
t h i n g  m u s t  b e  in  h i s  h a n d s .  A n d  he  i s  t i n g e d  w i t h  s o m e  o f  w h a t  I c a l l  
t h e  t r a d i t i o n a l  a t t i t u d e  t o w a r d  t h e  d i s t i n c t i o n  b e t w e e n  h i m ,  t h e  e l i t e ,  
a n d  t h e  o t h e r  p e o p l e .  

It i s  t r u e ,  u n f o r t u n a t e l y ,  of  m a n y  of  t h e  p r i n c e s  a n d  r e l a t i v e s  w h o  
a r e  i n f l u e n t i a l  in  t h e  g o v e r n m e n t  in  T h a i l a n d .  I t  i s  t r u e  of  t h e  m e n  
a r o u n d  t h e  S h a h  of  I r a n ,  a l t h o u g h  t h e  S h a h  h i m s e l f  m a k e s  n o i s e s  t o w a r d  
r e f o r m .  I t ' s  a n  i n t e r e s t i n g  q u e s t i o n  t o  s e e  w h e t h e r  t h e  t r a d i t i o n a l  
l e a d e r s  w i l l  c o n t r o l  t h e  g o v e r n m e n t ' s  a c t i o n s  a s  t h e y  h a v e  r e p e a t e d l y  
in  t h e  p a s t .  It i s  t r u e  in  an  e x t r e m e  d e g r e e  of  t h e  f e u d a l  l e a d e r s ,  o r  
the prefeudal leaders of northeast Brazil--not of Brazil as a whole 
but of northeast Brazil, and so on. One could cite other instances. 

I suggest that the feeling of the simple people in countries such as 
these that they are, so to speak, being spat upon is the basic source of 
political instability and that this will continue as long as these attitudes 
of the traditional elite are influential in the countries. Even if economic 
development proceeds somewhat and some increase in the level of living 
trickles down, this will not remedy the political instability as long as 
there is this feeling of social attitudes. 

Now,  I s a y  t h a t  m u c h  a b o u t  t h e m  t o  s e t  t h e m  a s i d e  w h e n  I t a l k  in  
t h e  r e m a i n d e r  o f  m y  s p e e c h  a b o u t  l e a d e r s  w h o  a r e  m u c h  m o r e  i n t e r -  
e s t e d  in  e c o n o m i c  d e v e l o p m e n t .  

For simplicity I will call the leaders who contrast to the traditional 
leaders, popular leaders. That is not a very good term, so don't take 
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le  a d j e c t i v e  " p o p u l a r "  t oo  s e r i o u s l y .  Y o u  w i l l  s e e  w h a t  I m e a n .  
m o n g  t h e m  t h e r e  a r e  t h e  r e v o l u t i o n a r y  l e a d e r s ,  w h o  h a v e  a g r e a t  f o l -  
~wing in  t h e  c o u n t r y  b e c a u s e  t h e y  w e r e  t h e  l e a d e r s  f o r  i n d e p e n d e n c e ,  
nd g a i n e d  t h e i r  p o s i t i o n s  i n  t h a t  w a y .  S u c h  l e a d e r s  a r e  N e h r u ,  U N u  
1 B u r m a ,  a n d  N a s s e r  in  E g y p t .  In N a s s e r ' s  c a s e  i t  w a s n ' t  f o r  i n d e -  
c a d e n c e .  It w a s  a n  o v e r t h r o w  of  t h e  t r a d i t i o n a l  l e a d e r s  in  E g y p t .  
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A f r i c a  i s  a s p e c i a l  c a s e .  I a m  g o i n g  to  s a y  s o m e t h i n g  a b o u t  t h a t  
~ward  t h e  e n d  o f  m y  s p e e c h ,  r a t h e r  t h a n  t r y  to  c l a s s i f y  it  in  t h e s e  
c o u p s .  It i s  a s p e c i a l  c a s e  b e c a u s e ,  in  t h e  c o u r s e  o f  e c o n o m i c  d e v e l -  
o m e n t  f r o m  t r i b a l  l i f e  to  s e t t l e d  a g r i c u l t u r a l  l i f e ,  a n d  t h e n  o n  to  i n -  
~ s t r i a l i z a t i o n ,  A f r i c a  i s  f a r t h e r  b a c k  t h a n  m o s t  o f  t h e  o t h e r  c o u n t r i e s .  

In  B r a z i l ,  f o r  s o m e  s t r a n g e  r e a s o n  t h a t  I a m  u n a b l e  to  u n d e r s t a n d ,  
~e P r e s i d e n t  who  r e s i g n e d  a h a l f  y e a r  a g o ,  J a n i o  Q u a d r o s ,  h a s  t h i s  
[ l e g i a n c e  f r o m  m a n y  of  t h e  p e o p l e .  T h e y  t h i n k  o f  h i m  in  t h e  w a y  t h a t  
~op le  in  a n u m b e r  o f  c o u n t r i e s  t h i n k  o f  t h e  m e n  who  l e d  t h e m  to i n d e -  
~ n d e n c e .  W h y  t h i s  s h o u l d  b e  I d o n ' t  k n o w ,  b u t  he  g e t s  t h a t  r e a c t i o n .  

In a s e n s e ,  m a n y  of  t h e s e  r e v o l u t i o n a r y  l e a d e r s  who  h a v e  g r e a t  
d l o w i n g s  in  t h e i r  c o u n t r i e s  w a n t  d e v e l o p m e n t .  I s a y  in  a s e n s e ,  b e -  
muse s o m e  o f  t h e m ,  f o r  e x a m p l e  U N u  in  B u r m a ,  c e r t a i n l y  w a n t  to  do 
) m e  t h i n g s  n e c e s s a r y  f o r  d e v e l o p m e n t .  (I s h o u l d  t a l k  in  t h e  p a s t  t e n s e  
) o u t  U Nu,  s i n c e  he  w a s  d i s p l a c e d  b y  N e  W i n  a f e w  w e e k s  a g o . )  T h e y  
a n t  t h e  f r u i t s  o f  d e v e l o p m e n t .  O f t e n ,  h o w e v e r ,  t h e y  a r e  p e r s o n a l l y  
• a d i t i o n a l ,  s o  t h a t  t h e y  t h e m s e l v e s  d o n ' t  h a v e  a n y  f e e l  f o r  a d m i n i s t e r -  
Lg e c o n o m i c  a f f a i r s .  O f t e n ,  a p a r t  f r o m  w a n t i n g  d e v e l o p m e n t  in  t h i s  
t i xed  w a y ,  t h e y  a r e  a n t i - W e s t e r n  a n d  b i t t e r  t o w a r d  t h e  W e s t .  T h i s  
: t t e r n e s s  a r i s e s  f r o m  t h e i r  p a s t  h i s t o r y  and  t h e i r  s t r u g g l e  f o r  i n d e -  
~ n d e n c e .  In t h e  e x t r e m e  c a s e s ,  o f  c o u r s e ,  t h e  b i t t e r n e s s  i s  s o  g r e a t  
~at i t  o v e r r i d e s  o t h e r  c o n s i d e r a t i o n s  f o r  t h e m ,  a n d  y o u  h a v e  a s i t u a t i o n  
] c h  a s  C a s t r o  in  C u b a .  T h e  i m m e d i a t e  t a r g e t  o f  h i s  b i t t e r n e s s  w a s  t h e  
~ e v i o u s  r e g i m e ,  b u t  w e  w e r e  a t t a c h e d  to  t h a t  r e g i m e  in  t h e  m i n d  o f  
a s t r o ,  a n d  h i s  b i t t e r n e s s  t o w a r d  us  o v e r r o d e  h i s  e c o n o m i c  j u d g m e n t .  

T h e r e  i s  a n o t h e r  t y p e  o f  w h a t  I c a l l  t h e  p o p u l a r  l e a d e r .  T h e s e  a r e  
)t r e v o l u t i o n a r y  l e a d e r s .  In  s o m e  c o u n t r i e s  t h e  t r a d i t i o n a l  r u l i n g  g r o u p  
a s  o v e r t h r o w n  in  a m o r e  m o d e r a t e  o r  m i l d e r  w a y ,  w i t h o u t  e x t r e m e  
~nsion,  a n d  w i t h o u t  a n  i n d e p e n d e n c e  m o v e m e n t ,  b e c a u s e  t h e  c o u n t r i e s  
e r e  a l r e a d y  i n d e p e n d e n t .  C o l o m b i a  i s  a n  e x a m p l e .  T h e  p r e s e n t  P r e s i -  
ant, A l b e r t o  L l e r a s  C a m a r g o ,  w h o  w a n t s  e c o n o m i c  d e v e l o p m e n t ,  i s  an  
t t e l l i g e n t  a n d  m o d e r a t e  m a n ,  a n d  in  h i s  a t t i t u d e  t o w a r d  i t ,  he  i s  a g o o d  
~ecutive_ The political ksituation in Colombia is mixed. I won't take 

me to go into that. What will be true after the elections later this 

~ar is an interesting question. 
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In Venezuela, Betancourt is the same sort of moderate leader who 
wants economic development and who himself is an able and democratie 
man. In the Dominican Republic the present government is moderate, 
but perhaps not very competent=-although I have no particular knowl- 
edge of the individuals involved. In Argentina you have a mixed situa- 
tion, where some leaders have the traditional social attitudes and are 
influential, but not entirely dominating, and you have a perpetual strug- 
gle going on. 

Now, these are the two cases to be considered, the revolutionary 
leaders and the more moderate leaders who want development. What 
do they do, and why do they do the kinds of things they do with regard 
to government operation of economic ventures and with respect to choice 
of economic methods? 

They face a pair of choices. One is the choice of a degree of pri- 
vate enterprise versus a degree of government operation. The other 
is the choice between individual liberty and representative government 
on the one hand, and on the other, disguised or open authoritarian rule. 
We often think of this pair of choices as closely associated. This is 
true in a number of cases, but it is not necessarily true. We have a 
number of cases of corrupt, oppressive, authoritarian rulers and rather 
complete private enterprise, and we have a number of eases of rulers 
who want development, who believe in democracy, and who think that to 
get development they need to have a good deal of government operation. 
So the cases are mixed, and you can't make any easy generalization of 
the association of government operation with authoritarian tendencies. 

W h a t  a r e  t h e  c a s e s  o f  g o v e r n m e n t  e n t e r p r i s e  a n d  t h e  r e a s o n s  f o r  i t  
in  v a r i o u s  p l a c e s  ? F i r s t ,  t h e r e  i s  a f e e l i n g  in  m a n y  o f  t h e  e x - c o l o n i a l  
c o u n t r i e s ,  e s p e c i a l l y ,  t h a t  p r i v a t e  e n t e r p r i s e  i s  a n t i s o c i a l  a n d  i s  c o n -  
t r a r y  to  t h e  p u b l i c  i n t e r e s t .  N o t i c e  I a m  n o t  t a l k i n g  n o w  a b o u t  a n y  d o c -  
t r i n a i r e  decisions for private enterprise or socialism or communism. 
Life can't be divided up that neatly in these cases. But there is a feeling 
that private enterprise, especially large private enterprise, is antisocial. 

The cause of that feeling I think is usually a history--as I say, 
these are ex-colonial countries--of having been treated as inferiors. 
The indigenous people for several or many generations have been 
treated as in essence inferior by colonial administrators, and this 
treatment has been associated with the presence of large foreign pri- 
vate enterprises. By a kind of emotional association, to find some 
scapegoat for their feeling of humiliation, by a process I won't try to 
spell out, but very typically, the emotion has got eentered on private 
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~ e r p r i s e ,  e s p e c i a l l y  l a r g e  p r i v a t e  e n t e r p r i s e ,  as  we l l  as  a g a i n s t  
: i r  c o l o n i a l  a d m i n i s t r a t o r s .  T h e y  have  a p e r f e c t l y  s i n c e r e  f e e l i n g  
tt c o m e s  f r o m  the  gu ts  tha t  l a r g e  p r i v a t e  e n t e r p r i s e  is  c o n t r a r y  to 

pub l ic  i n t e r e s t ,  i s  a n t i s o c i a l , ,  and wi l l  exp lo i t  the people ,  and tha t  
p o r t a n t  e n t e r p r i s e s  had  b e t t e r  be owned by g o v e r n m e n t ,  to  s e e  tha t  
:y s e r v e  the  publ ic  w e l f a r e .  

T h e r e  i s  a t i nge  of th i s  a m o n g  a n u m b e r  of the l e a d e r s  in India.  I 
a t i n g e ,  you  w i l l  no t i c e .  T h e y  a r e  a m b i v a l e n t .  N e h r u  is  a m b i v a l e n t .  

has  a t i nge  of th i s .  T h i s  f e e l i n g  is  s t r o n g e r ,  I th ink ,  in K r i s h n a  
n o n .  T h e r e  a r e  d i f f e r e n c e s  a m o n g  o t h e r  l e a d e r s .  N e h r u  is  an 
e l l i g e n t  m a n ,  we l l  e d u c a t e d ,  and p e r f e c t l y  we l l  a w a r e  of the m e r i t s  
p r i v a t e  e n t e r p r i s e  and the  n e e d  fo r  it  in Ind ia ,  and at the  s a m e  t i m e  
has  a t inge  of t h i s  s u s p i c i o n .  

U Nu in B u r m a  is  an  e x c e l l e n t  e x a m p l e  of the  l e a d e r  who had  t h i s  
l ing in a c o n s i d e r a b l e  d e g r e e ,  and ye t  a l s o  r e c o g n i z e d  B u r m a ' s  n e e d  
p r i v a t e  e n t e r p r i s e  and w a s  a m b i v a l e n t  about  what  he shou ld  do, In 
ylon the  p r e s e n t  l e a d e r s  of the  g o v e r n m e n t  have  th i s  gut f e e l i n g ,  as  
al l  it. 

Now, t h i s  a t t i t ude  g e t s  qui te  a w ide  p o p u l a r  r e . sponse  in m a n y  
r e t r i e s .  The peop le  in g e n e r a l  f e e l  th i s  way ,  too,  out of the  s a m e  
t o r y .  C e r t a i n l y ,  fo r  e x a m p l e ,  I would  suppose  tha t  the  a c t i o n  of the 
r e r n o r  of Sao P a u l o  in n a t i o n a l i z i n g  or  t a k i n g  o v e r  the p r i v a t e  f a c i l i t y  
Lhe A m e r i c a n  t e l e p h o n e  c o m p a n y  was  w i d e l y  p o p u l a r  p o l i t i c a l l y ,  
. 'ause i t  w a s  b e l i e v e d  tha t  t h i s  w a s  an e x p l o i t a t i v e  c o n c e r n ,  c o n t r a r y  
~he publ ic  i n t e r e s t ,  and tha t  he w a s  end ing  a s o r t  of c o l o n i a l  i m p e -  
l i s m  w h e n  he  did th i s .  B r a z i l  h a s n ' t  b e e n  c o l o n i a l  fo r  135 y e a r s ,  
c o u r s e ,  but  n e v e r t h e l e s s  t h i s  is  the  p o p u l a r  a t t i tude .  T h e r e  is  t h i s  
le pub l ic  r e s p o n s e ,  and  you have  to r e c o g n i z e  th i s  e m o t i o n a l  a t t i t ude .  

T h i s  i s  one r e a s o n .  V e r y  w i d e l y  t h r o u g h o u t  the  u n d e r d e v e l o p e d  
i d e v e l o p i n g  c o u n t r i e s ,  t h e n ,  you  have  an a t t i t ude  tha t  u t i l i t i e s  c e r -  
~ly m u s t  be publ ic .  I ndeed ,  t h e y  a r e  pub l ic  a l m o s t  e v e r y w h e r e  e l s e  
the w o r l d ,  i n c l u d i n g  the  d e v e l o p e d  w o r l d ,  e x c e p t  in the  Un i t ed  S ta tes .  
r e o v e r ,  it  is  fe l t  tha t  " b a s i c  i n d u s t r i e s "  m u s t  be p u b l i c - - c o a l  m i n i n g ,  
e l ,  p e t r o l e u m ,  and  so on. T h e s e  a t t i t u d e s  a r e  not a r r i v e d  at by any  
~cess of r e a s o n i n g  o r  m e n t a l  b a l a n c e  o r  c o n s i d e r a t i o n .  The m e n  who 
Te t h e m  th ink  t hey  a r e ,  but  t h e y  r e a l l y  a r i s e  f r o m  the  guts ,  and t h e r e  
y a r e .  You c a n ' t  have  m u c h  e f f ec t  on a t t i t u d e s  tha t  a r i s e  f r o m  the  
s by hav ing  a v e r b a l  d i s c u s s i o n  about  t h e m .  
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The r e m e d y ,  then ,  is  not w o r d s .  I s u g g e s t  tha t  in m a n y  c o u n t r i e s  
t h e s e  a t t i t u d e s  wi l l  get  m i l d e r  and d i s a p p e a r  o v e r  a p e r i o d  of a g e n e r -  
a t ion ,  f i r s t ,  as  peop le  g row up who have  not  e x p e r i e n c e d  s o c i a l  h u m i l -  
ia t ion , ,  and s e c o n d l y ,  a s  the  c o u n t r i e s  ga in  s e l f - c o n f i d e n c e .  P a r t  of 
th i s  f e e l i n g  of h u m i l i a t i o n  and b i t t e r n e s s  i s  u n c e r t a i n t y  in t h e m s e l v e s  
about  w h e t h e r  t hey  a r e  i n f e r i o r  in ab i l i ty .  As t h e y  ga in  s e l f - c o n f i d e n c e  
and see  tha t  t h e y  can  get  a h e a d  e c o n o m i c a l l y ,  t h e n  th i s  a t t i t ude  is  apt  
to be d i lu t ed .  Mex ico  is  an e x c e l l e n t  c a s e  in point .  It w a s  as  r e c e n t l y  
as  the l a t e  1930 's  tha t  Mex ico  n a t i o n a l i z e d  the  A m e r i c a n  oi l  c o m p a n y  
in Mexico .  T h e r e  is  a m o n u m e n t  s y m b o l i z i n g  tha t  in M e x i c o  Ci ty ,  and 
s e e i n g  tha t  m o n u m e n t  and t a l k i n g  about  it s t i l l  b r i n g s  an e m o t i o n a l  
c h a r g e  to any  n u m b e r  of M e x i c a n s  in Mex ico  City.  Mex ico  t o d a y  has  
r e s t r i c t i v e  l a w s  w h i c h  A m e r i c a n  c o m p a n i e s  down t h e r e  g r u m b l e  about ,  
and p r o p e r l y  so,  but ,  n e v e r t h e l e s s  A m e r i c a n s  now have  enough  c o n -  
f i d e n c e  in the  g o v e r n m e n t  so  tha t  A m e r i c a n  c a p i t a l  i s  go ing  down t h e r e  
in l a r g e  a m o u n t s  and doing  wel l .  Mex ico  w e l c o m e s  it ,  w i th  t h e s e  r e -  
s t r i c t i o n s .  The r e a s o n ,  I th ink ,  is  tha t  t h e y  have  c o n f i d e n c e  tha t  t h e y  
can d e v e l o p  and t h e y  don ' t  have  to be  a f r a i d  of s o m e b o d y  e l s e ;  t h e y  a r e  
not as  u n c e r t a i n  abou t  t h e m s e l v e s  any m o r e .  They  a r e  not  a f r a i d  of 
t h e i r  own ability. 

Thi s ,  t hen ,  is  one c a u s e  of t h i s  t e n d e n c y  t o w a r d  g o v e r n m e n t  
o p e r a t i o n :  t h i s  f ee l i ng ,  r a t h e r  t han  thought ,  tha t  l a r g e  p r i v a t e  e n t e r -  
p r i s e ,  e s p e c i a l l y  l a r g e  f o r e i g n  p r i v a t e  e n t e r p r i s e ,  i s  apt to be a n t i -  
soc i a l .  Th i s  f e e l i ng  d i f f u s e s  and ge t s  d i r e c t e d  at  l a r g e  d o m e s t i c  p r iva t ,  
e n t e r p r i s e ,  too.  

A n o t h e r  s o u r c e  is  the  t h e o r y  tha t  only g o v e r n m e n t  p l a n n i n g  and  
o p e r a t i o n  can  get  the  e c o n o m y  off dead  "center .  Le t  m e  s p e l l  t ha t  out 
a l i t t l e .  The c o n c e p t ,  w h i c h  is  b e l i e v e d  to  be sound  by  a n u m b e r  of 
t h e o r i s t s  of e c o n o m i c  d e v e l o p m e n t  in the  u n i t e d  S ta t e s ,  W e s t e r n  
E u r o p e ,  and e l s e w h e r e ,  i s  t h i s :  You m a y  have  a s i t u a t i o n  w h e r e ,  f o r  
e x a m p l e ,  a h y d r o e l e c t r i c  p r o j e c t  jus t  w o u l d n ' t  be  e c o n o m i c  b e c a u s e  
t h e r e  i s n ' t  enough  m a r k e t  fo r  the e l e c t r i c i t y .  It would  be  e c o n o m i c  i f  
a n u m b e r  of e n t e r p r i s e s  u s ing  e l e c t r i c i t y  w e r e  to deve lop .  None of 
t h e s e  i n d u s t r i e s  would  be e c o n o m i c ,  h o w e v e r ,  u n l e s s ,  s ay ,  the  e l e c -  
t r i c  p lan t  and s o m e  r o a d s  w e r e  bu i l t ,  and s o m e  of the  o t h e r  e n t e r -  
p r i s e s  d e v e l o p e d  at  the  s a m e  t i m e .  One a l o n e  w o u l d n ' t  have  a m a r k e t  
but wi th  a n u m b e r  of t h e m  d e v e l o p i n g  s i m u l t a n e o u s l y  t h e y  wou ld  c r e a t e  
m o r e  i n c o m e  and t h e r e  wou ld  be a b i g g e r  m a r k e t .  So to s p e a k ,  t h e y  
would  t ake  in e a c h  o t h e r ' s  wash ing .  

But now, no one individual can act, because one enterprise wouldn' 
be justified. There wouldn't be any market. But, if all these things 

are done simultaneously, then it will work. 
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Well, now, how can they all be done simultaneously? It is con- 
ded that the government must not only plan them but do many of them 
once, and then they will justify themselves, and the country will get 
dead center and get developed. This is the way the theory runs. 

Now, this is not the way economic development has proceeded his- 
ically almost anywhere. I say almost anywhere. I wouldn't want to 
too dogmatic about it. In general, what happens is this: Somebody 
some entrepreneurship and he sees a way that he can make some- 

ag better or cheaper than has been made in traditional ways. You 
some small activity started. This starts to increase income and 

~and the market. Somebody else sees this trend going on and goes 
a new enterprise that he wouldn't have thought of otherwise. He 

y be projecting, you see, that things are going to increase. This 
ivity makes the government feel that a large electric plant can make 
ctricity cheaper than the small electric plants that some of these in- 
:tries have built for themselves. So you get an electric plant built. 
is makes things look better to others, and these go forward. These 
ps overlap and weave together. And you don't have to do everything 
)nce to get off dead center. Things start slowly and accelerate, and 
:h step causes somebody else to think something will be justified. 

Let me consider some historical cases. In Japan, government 
rted many businesses in the early period of Japanese development 

1870's and 1880's), and then sold them, when they were well es- 
fished, to private enterprises. Since that time, however, Japan 
b e e n  going ahead by private enterprise. It is not competitive pri- 
e enterprise in the American sense, certainly. The government 
L the large businesses together decide in what fields investment will 

But it certainly is private enterprise, and income in Japan has 
n rising faster since World War 11 than, I think, anywhere else in 
world. 

In Latin America, Brazil, Colombia, and Mexico are examples 
"~ountries that are doing very well in terms of increase in income. 
dr incomes are low, but, during the past generation, or since early 
century, in fact--well Mexico a little later, but the other two since 

ly this century--they have been doing very well. They have been 
ng it by the practice I described of one thing getting started which 
kes someone else think something looks good, and presently they 
e a lot of things going on, each reinforcing the other and making 
other succeed, because income is rising. So you have this prac- 
~, as I say. 
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But s u p p o s e  tha t  t h i s  s t e a d y  i m p r o v e m e n t  i s  not h a p p e n i n g  in y o u r  
c o u n t r y ,  and you  a r e  on dead  c e n t e r .  T h e r e  i s  l i t t l e  r i s e  in i n c o m e  and 
t h ings  look the  way  t hey  looked  40 y e a r s  ago. If you  w e r e  a n a t i o n a l  
l e a d e r  what  would  you do?  You c a n ' t  ge t  p r i v a t e  e n t e r p r i s e  a c t i v a t e d  
by p a s s i n g  a law,  but p e r h a p s  you can  get  the  g o v e r n m e n t  to do m a n y  
t h ings  and hope tha t  a l l  t h e s e  th ings  t o g e t h e r  wi l l  w o r k .  So one can  
e a s i l y  s ee  the  l ine  of r e a s o n i n g  w h i c h  l e a d s  to a lot of g o v e r n m e n t  ac t iv-  
ity. 

Th i s  c a u s e  is  c l o s e l y  r e l a t e d  to the  next  o n e - - s i m p l y  a l a c k  of p r i -  
va te  e n t e r p r i s e  in the  c o u n t r y .  By e n t e r p r i s e ,  h e r e ,  I m e a n  the  h u m a n  
a t t i t ude  tha t  c a u s e s  peop le  to be e n t r e p r e n e u r s  and get  t h i n g s  going.  
D e v e l o p m e n t  n e e d s  cap i t a l  and it a l s o  n e e d s  e n t e r p r i s e .  An e n t r e p r e -  
n e u r ,  an e n t e r p r i s e r ,  is  a m a n  who,  (1) l i k e s  to w o r k  wi th  t oo l s  o r  
m a c h i n e s  o r  the  supp ly  of m a t e r i a l s  o r  m a r k e t s .  He d o e s n ' t  t h i n k  t h i s  
is  g rubby .  He t h i n k s  th i s  i s  s t i m u l a t i n g .  And {2) he f inds  i t  s t i m u -  
l a t ing  to a t t a c k  the  p r o b l e m s  w h i c h  a r i s e .  His  a t t i t ude  c o n t r a s t s  wi th  
the t r a d i t i o n a l  a t t i t ude ,  w h i c h  is :  (1) not  only  tha t  w o r k i n g  wi th  o n e ' s  
hands  o r  wi th  t o o l s ,  r u n n i n g  a b u s i n e s s ,  i s  a g r u b b y  and d e m e a n i n g  
a c t i v i t y ,  but tha t  (2) f a c ing  a p r o b l e m  c r e a t e s  a n x i e t y  in the i nd iv idua l .  
A p r o b l e m  is  not  s o m e t h i n g  tha t  one can  s o l v e  and show o n e ' s  ab i l i ty ;  
it i s  s o m e t h i n g  tha t  m a k e s  one a n x i o u s ,  so  one would  r a t h e r  p a s s  the  
d e c i s i o n  up to s o m e  a u t h o r i t y  above  one.  

Now, tha t  a t t i t ude  e x i s t s  to a m u c h  g r e a t e r  ex t en t  a m o n g  the  p r i -  
va te  i n d i v i d u a l s  in m a n y  u n d e r d e v e l o p e d  s o c i e t i e s  t han  in the  t e c h n i c a l l y  
m o r e  a d v a n c e d  c o u n t r i e s .  Why it does  is  a c o m p l e x ,  p s y c h o l o g i c a l  
ques t i on ,  w h i c h  I won ' t  t r y  to a n s w e r  h e r e .  But it does .  W h e r e  t h e r e  
i s n ' t  any p r i v a t e  e n t e r p r i s e  and no th ing  has  h a p p e n e d  b e c a u s e  nobody  is  
ge t t i ng  the  l ead  out and s t a r t i n g  to  m a k e  t h i n g s  go, if you w e r e  a g o v e r n  
m e n t  l e a d e r ,  wha t  would  you  do?  Wel l ,  you  would  th ink  tha t  " T h e  
g o v e r n m e n t  had b e t t e r  do it. " 

~rhen you th ink  th i s  way ,  what  o f ten  h a p p e n s  is  t h i s :  The g o v e r n -  
m e n t  bu i l d s  s o m e  f a c t o r y  and t h e r e  a r e n ' t  any  e n t r e p r e n e u r s  to  m a k e  
t h e m  run ,  e i t h e r .  A f a c t o r y  d o e s n ' t  r u n  any b e t t e r  wi thout  s o m e  
e n t r e p r e n e u r s h i p  at the  top jus t  b e c a u s e  it is  g o v e r n m e n t - o w n e d .  So 
s o m e  a r e  bui l t  and t hey  don ' t  c o n t r i b u t e  to the  c o u n t r y ' s  d e v e l o p m e n t .  
In fac t  t h e y  a r e  a d r a g  on it and have  to be s u p p o r t e d  and s u b s i d i z e d  
out of t ax  funds ,  b e c a u s e  t h e y  a r e  run  so i n e f f i c i e n t l y ,  b e c a u s e  t h e y  
h a v e n ' t  got r e a l  e n t r e p r e n e u r s h i p  at the  top. But,  n e v e r t h e l e s s ,  you 
can  s e e  tha t  a l e a d e r  m a y  th ink ,  " W e ' v e  got  to do s o m e t h i n g  b e c a u s e  
p r i v a t e  e n t e r p r i s e  i s n ' t  do ing  anyth ing .  " 
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T h i s  m i x  o f  r e a s o n s  a r e  t h e  r e a s o n s  f o r  g o v e r n m e n t  a c t i v i t i e s  i n  
l o t  o f  c o u n t r i e s - - i n  s o u t h e a s t  A s i a ,  f o r  e x a m p l e ,  a n d  in  C e y l o n ,  I 

l i n k ,  a l t h o u g h  I a m  n o t  s u r e  a b o u t  t h a t  c a s e - - a n d  t h e r e  i s  a d e m a n d  
>r s i m i l a r  a c t i o n  in  s o m e  L a t i n  A m e r i c a n  c o u n t r i e s  t h a t  a r e  n o t  d o i n g  

o w e l l .  

We h a v e  t h e n  a s e t  o f  r e a s o n s  w h i c h  l e a d  t o  a g o o d  d e a l  of  g o v e r n -  
~ent o p e r a t i o n  of  a c t i v i t i e s ,  n o t  t h r o u g h  a n y  d o c t r i n a i r e ,  p o l i t i c a l  
i e w p o i n t  o r  i d e o l o g i c a l  v i e w p o i n t .  T h e r e  i s  t h a t ,  t o o ,  a m o n g  s o m e  
.~aders .  Bu t  b e c a u s e  o f  s o m e  of  t h e s e  o t h e r  r e a s o n s  t h e r e  i s  t h e  i d e a  
1at o n l y  c o o r d i n a t e d  a c t i o n  w i l l  g e t  t h e  c o u n t r i e s  o f f  d e a d  c e n t e r ,  a n d  
a l y  t h e  g o v e r n m e n t  c a n  do  t h e  c o o r d i n a t i o n ,  a n d  b e c a u s e  n o t h i n g  i s  
a p p e n i n g  in p r i v a t e  a c t i v i t y  t h e  b e s t  t h i n g  i s  t o  t r y  t o  s e e  i f  s o m e t h i n g  
a n n o t  be  s t a r t e d  t h r o u g h  p u b l i c  a c t i v i t y .  W h e n  y o u  c o n s i d e r  t h e s e  
t t i t u d e s ,  t h e  d e g r e e  o f  g o v e r n m e n t  o p e r a t i o n  in  a n u m b e r  o f  c o u n t r i e s  

m u c h  m o r e  u n d e r s t a n d a b l e .  

T h i s  l a s t  c a s e  i s  in  an  e x t r e m e  d e g r e e  t h e  c a s e  o f  A f r i c a  s o u t h  o f  
m S a h a r a .  T h e r e  i s  p l e n t y  o f  e n t e r p r i s e  o f  a s o r t  in  t h e  A f r i c a n  
o u n t r i e s  s o u t h  of  t h e  S a h a r a .  F r o m  a n y b o d y  w h o  h a s  l i v e d  t h e r e  v e r y  
m g  y o u  c a n  g e t  t a l e s  of  t h e  t r a d e r s .  T h e r e  i s  t h e  i l l i t e r a t e  w o m a n  w h o  
ow r u n s  a $ 3 0 0 , 0 0 0  a y e a r  b u s i n e s s  c o l l e c t i n g  s o m e  n a t i v e  i t e m  a n d  
m r k e t i n g  i t ,  o r  e l s e  h a v i n g  a lo t  o f  p e o p l e  m a k e  l i t t l e  s t a t u e s  f o r  t h e  
m r i s t s ,  o r  w h a t  n o t ,  a n d  h a s  a b u s i n e s s  t h a t  r a m i f i e s  o v e r  100 m i l e s .  
ou c a n  h e a r  t a l e s  l i k e  t h i s  in  a l m o s t  a n y  A f r i c a n  c o u n t r y .  

B u t  t h i s  t a l e n t  i s n ' t  w i d e s p r e a d  e n o u g h  o r  g e n e r a l  e n o u g h  to  p r o v i d e  
b r o a d l y  b a s e d  t e c h n o l o g i c a l  p r o g r e s s  a n d  e c o n o m i c  c h a n g e .  In s o m e  
~ u n t r i e s ,  t h e  p e o p l e  a r e  h a r d l y  s e t t l e d  d o w n  t o  t r i b a l  l i f e ,  m u c h  l e s s  
> a g r i c u l t u r a l  l i f e .  T h e  g o v e r n m e n t s  s a y  t h e y  m u s t  m o d e r n i z e ,  a n d  
o n d e r  h o w  t h e y  c a n  m o d e r n i z e .  T h e y  s a y  t h e y  m u s t  do  s o m e t h i n g  a b o u t  

So I e x p e c t  w e ' l l  h a v e  s i m i l a r  d e v e l o p m e n t s  in  a n u m b e r  o f  A f r i c a n  

~ u n t r i e s .  

T h e r e ' s  one  l a s t  r e a s o n  f o r  s o m e  r a t h e r  f o o l i s h  g o v e r n m e n t  e c o -  
~ m i c  p r o j e c t s  in  a n u m b e r  of  c o u n t r i e s "  a r a t h e r  d e s p e r a t e  n e e d  f o r  
s y m b o l  o f  m o d e r n i t y .  L e t  m e  t a k e  B u r m a  a s  an  e x a m p l e ,  s i n c e  m y  

i n g e s t  e x p e r i e n c e  in  u n d e r d e v e l o p e d  c o u n t r i e s  w a s  t w o  y e a r s  in  B u r m a .  

I t h i n k  t h a t  a n  e x p l a n a t i o n  of  s o m e  of  t h e  B u r m e s e  G o v e r n m e n t  
~ t i v i t i e s  i s  t h i s :  T h e  B u r m e s e  l e a d e r s  f e l t  b i t t e r  a n d  h u m i l i a t e d ,  w~ th -  
~t r e c o g n i z i n g  i t  t h e m s e l v e s  ( t h e s e  a r e  r a t h e r  u n c o n s c i o u s  f e e l i n g s ) ;  
:It t h e y  h a d  b e e n  t r o d  u p o n ,  h a d  b e e n  t r e a t e d  a s  i n f e r i o r s . .  T h e y  f e l t  
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t h e i r  r e l i g i o n  had  b e e n  d e r o g a t e d  by the  B r i t i s h .  (It h a p p e n e d  to be the  
B r i t i s h .  The B r i t i s h  a r e  a m o n g  the  b e s t  of the  c o l o n i a l  a d m i n i s t r a t o r s ,  
so I a m  not  s i n g l i n g  out the  B r i t i s h ,  e x c e p t  by  a c c i d e n t .  ) The B r i t i s h  
w a l k e d  on the  B u r m e s e  t e m p l e  g r o u n d s  wi th  t h e i r  boo t s  on, and c a s t  
a s i d e  B u r m e s e  t r a d i t i o n a l  l aws ,  and se t  up s y s t e m s  of land  o w n e r s h i p  
w h i c h  v i o l a t e d  a n c i e n t  B u r m e s e  r i g h t s ,  and t r e a t e d  the  B u r m e s e  as  
i n f e r i o r .  Some B u r m e s e  l e a d e r s  t o d a y  f ee l  a t r e m e n d o u s  n e e d  to a t t a i n  
d ign i ty ,  and t hey  f e e l  tha t  the  way  to get  d ign i ty  is  to get  p o w e r .  What  
g i v e s  you p o w e r  ? P o w e r  is  a s s o c i a t e d  wi th  i n d u s t r y .  I wou ld  s u g g e s t  
tha t  a coup le  of the  foo l i sh  i n d u s t r i a l  p r o j e c t s  in B u r m a  a r e  due to  t he  
fac t  tha t  l e a d e r s  had  to see  s o m e t h i n g  i n d u s t r i a l  t ha t  was  the  s y m b o l  of 
p o w e r ,  and had to s ee  it qu i ck ly ,  and t h i s  n e e d  ju s t  o v e r r o d e  t h e i r  
j u d g m e n t .  So you have  a s t e e l  m i l l  w h e r e  t he  e c o n o m i c  j u s t i f i c a t i o n  fo r  
it i s  j u s t  so f a r  f r o m  e x i s t i n g  tha t  it i s n ' t  e v e n  a c l o s e  d e c i s i o n .  You 
find t h i s  s o r t  of th ing ,  w h e r e  r a t i o n a l  d i s c u s s i o n  of the  a d v a n t a g e s  o r  
d i s a d v a n t a g e s  of p r o j e c t s  s o m e h o w  jus t  r u n s  in to  an i n v i s i b l e  w a l l ,  a 
c e r t a i n  c o m p u l s i v e  i n s i s t e n c e  on the p r o j e c t ,  and as  an a d v i s e r  you  
c a n ' t  p e n e t r a t e  it  and c o m m u n i c a t e  wi th  the  g o v e r n m e n t  l e a d e r s .  I 
th ink  t h e r e  i s  no b e t t e r  e x p l a n a t i o n  fo r  t h i s  t han  a d e s p e r a t e  n e e d  fo r  
s o m e  s y m b o l  of m o d e r n i t y  and i n d u s t r i a l i s m ,  so tha t  the  l e a d e r s  can  
f e e l  t h e y  a r e  go ing  to get  m o r e  r e s p e c t  b e c a u s e  now they  a r e  m o d e r n ,  
too.  They  can  s e e  t h o s e  b ig  s m o k e  s t a c k s  on t h e i r  f a c t o r i e s .  

Now, a g a i n s t  t h e s e  r e a s o n s  for  s o m e  a c t i v i t i e s  tha t  a r e  a l i t t l e  
f oo l i sh  f r o m  a pure  e c o n o m i c  v i ewpo in t ,  l e t  m e  c o n t r a s t  the  n e c e s s i t y  
fo r  p l ann ing ,  in a d i f f e r e n t  s e n s e ,  in any  c o u n t r y  w h i c h  i s  d e v e l o p i n g ,  
wi thou t  r e g a r d  to w h e t h e r  it  is  h igh ly  p r i v a t e  e n t e r p r i s e  o r  w h e t h e r  
t h e r e  is  a good d e a l  of g o v e r n m e n t  opera t ion . .  

The g o v e r n m e n t  in any  d e v e l o p i n g  c o u n t r y  m u s t  p lan  in s e v e r a l  
s e n s e s .  F i r s t  of a l l ,  if it i s  b u i l d i n g  r o a d s  o r  p l ann ing  a h y d r o e l e c t r i c  
d e v e l o p m e n t ,  o r  u r b a n  f a c i l i t i e s ,  it n e e d s  to  ask :  Wil l  the  e l e c t r i c i t y  
be  a v a i l a b l e  when  the i n d u s t r y  tha t  is  b e g i n n i n g  to deve lop  in tha t  r e g i o n  
n e e d s  it ? Wil l  t h e r e  be r o a d s  when  the  t r a f f i c  r e q u i r e s  t h e m  ? It ha s  
to p lan  i t s  p r o j e c t s ,  tha t  i s ,  to  be  c o m p l e m e n t a r y  wi th  p r i v a t e  d e v e l o p -  
m e n t .  If it d o e s n ' t  look  o v e r  the who le  e c o n o m y  and s e e  wha t  p r i v a t e  
d e v e l o p m e n t  is  go ing  on, p r e s e n t l y  it w i l l  f ind tha t  t h e r e  is  n e e d  f o r  
e l e c t r i c i t y  in a p r o j e c t  nex t  y e a r  and  c o n s t r u c t i o n  of the  p o w e r  p lan t ,  
w h i c h  wi l l  r e q u i r e  fou r  y e a r s ,  h a s n ' t  b e e n  s t a r t e d  ye t .  

So, f i r s t ,  you n e e d  p lann ing  in o r d e r  to  s ee  tha t  g o v e r n m e n t  a c t i v i t y  
wi l l  p r o v i d e  the  n e c e s s a r y  c o m p l e m e n t s  to  p r i v a t e  i n d u s t r i a l  a c t i v i t y .  
Second ly ,  you wi l l  n e e d  p l ann ing  b e c a u s e  the  g o v e r n m e n t  p r o j e c t s  w i l l  
use  a good dea l  of r e s o u r c e s ,  and if you  d o n ' t  t r y  to e s t i m a t e  how m u c h  
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a n p o w e r  and m a t e r i a l  r e s o u r c e s  a r e  go ing  to be u sed  in p r i v a t e  e c o -  
~mic a c t i v i t i e s ,  you  m a y  f ind tha t  the g o v e r n m e n t  is  do ing  so m a n y  
• o j e c t s  and s p e n d i n g  so m u c h  m o n e y  tha t  t h e r e  ju s t  i s n ' t  enough  lef t  
r p r i v a t e  i n v e s t o r s  who c o u l d  use  it wi th  a d v a n t a g e  to the  c o u n t r y .  
]e a t t e m p t  of e v e r y o n e  to get  l a b o r  and r e s o u r c e s  w i l l  c a u s e  in f l a t ion .  

on the  o t h e r  hand  it m a y  be  tha t  t h e r e  i s n ' t  enough  p r i v a t e - p l u s - p u b l i c  
: t ivi ty,  and t h e r e  is  u n e m p l o y m e n t .  But the  f o r m e r  s i t u a t i o n  is  p e r h a p s  
o r e  apt to a r i s e .  

What  s h o u l d  be done in tha t  c a s e  is e i t h e r  to cut  b a c k  on s o m e  of the  
v e r n m e n t  p r o j e c t s ,  o r ,  if the  g o v e r n m e n t  p r o j e c t s  for  r o a d s  o r  s c h o o l s  
• u t i l i t i e s  s e e m  m o r e  i m p o r t a n t  than  s o m e  p r i v a t e  e c o n o m i c  a c t i v i t y ,  
en t a x e s  ought  to be r a i s e d  o r  c r e d i t  t i g h t e n e d  to cut  down p r i v a t e  in-  
m e  and spend ing ,  so tha t  t h e r e  wi l l  be r o o m  for  the  g o v e r n m e n t  p r o j -  
t s .  T h e r e  m u s t  be a j u d g m e n t  of how high the  l e v e l  of  p r i v a t e  a c t i v i t y  
apt to be and how i m p o r t a n t  it is r e l a t i v e  to g o v e r n m e n t  p r o j e c t s ,  in  
d e r  to m a k e  a s e n s i b l e  a l l o c a t i o n  of r e s o u r c e s ,  by f i s c a l  and m o n e -  
ey d e v i c e s ,  b e t w e e n  t h e m .  

The  s a m e  s o r t  of d e c i s i o n  m u s t  be  m a d e  c o n c e r n i n g  f o r e i g n  ex-  
ange .  Any d e v e l o p i n g  c o u n t r y  is  apt to be  s h o r t  of f o r e i g n  e x c h a n g e .  
add i t i on  to the  u s u a l  e x p o r t s  and i m p o r t s ,  it  wan t s  i m p o r t s  of c a p i t a l  
ods  and  m a t e r i a l s  fo r  d e v e l o p m e n t  p r o j e c t s .  T h e s e  a d d e d  d e m a n d s  
e apt to c r e a t e  m o r e  d e m a n d  for  i m p o r t s  t han  the  c o u n t r y  can  f i n a n c e .  
so,  it m u s t  d e c i d e  w h e t h e r  s o m e  g o v e r n m e n t  p r o j e c t s  a r e  going to be 
t b a c k .  B e c a u s e  if the  f o r e i g n  e x c h a n g e  is  u s e d  fo r  m a t e r i a l s  fo r  t h e m ,  
.~re w o n ' t  be  enough  fo r  p r i v a t e  i n v e s t m e n t .  Or  a r e  the  g o v e r n m e n t  
o j e c t s  m o r e  i m p o r t a n t ,  so tha t  f o r e i g n  e x c h a n g e  s h o u l d  be  u sed  f o r  
-~m at the e x p e n s e  of p r i v a t e  i m p o r t s  ? 

If t h e r e  is no p l a n n i n g - - i f  o f f i c i a l s  jus t  go a h e a d  wi th  the  g o v e r n -  
.~nt p r o j e c t s  wi thou t  p lann ing ,  t hey  wi l l  f ind  the  c o u n t r y  has  r u n  s h o r t  
f o r e i g n  e x c h a n g e  wi thou t  any  a n t i c i p a t i o n  of it o r  any  s y s t e m a t i c  
.~thod of cop ing  wi th  i t .  So tha t  one  ought  to d i s t i n g u i s h  b e t w e e n  gov-  
n m e n t  d i r e c t  e c o n o m i c  a c t i v i t i e s  and g o v e r n m e n t  p l ann ing .  G o v e r n -  
.~nt p l a n n i n g  in the w i d e r  s e n s e  is  l i ke  what  the  C o u n c i l  of E c o n o m i c  
v i s e r s ,  the B u r e a u  of the  Budge t ,  and the  F e d e r a l  R e s e r v e  S y s t e m  
in the Uni t ed  S t a t e s  e v e r y  y e a r ,  and any  s e n s i b l e  g o v e r n m e n t a l  

e r a t i o n  in an u n d e r d e v e l o p e d  c o u n t r y  w i l l  i n c l u d e  i t .  

In the  Ind ian  s e c o n d  5 - y e a r  p lan,  fo r  e x a m p l e ,  in the  t h i r d  y e a r  o r  
of the  p lan ,  India  b e g a n  to r u n  out of f o r e i g n  e x c h a n g e  a lot  f a s t e r  

~n she  had e x p e c t e d  to, t~ae r e a s o n  b e i n g  tha t  the  e x p a n s i o n  of i n c o m e  
s u i t i n g  f r o m  the  m o d e r a t e l y  s u c c e s s f u l  f i r s t  5 - y e a r  p lan  and the  

495 
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b e g i n n i n g  of  t h e  s e c o n d ,  h a d  s t i m u l a t e d  s o  m u c h  p r i v a t e  i n v e s t m e n t  
t h a t  p r i v a t e  i n v e s t o r s  w e r e  b u y i n g  a lo t  m o r e  i m p o r t s  a n d  u s i n g  a lo t  
m o r e  f o r e i g n  e x c h a n g e  t h a n  h a d  b e e n  a n t i c i p a t e d .  In o t h e r  w o r d s ,  t h e  
p l a n n i n g  w a s n ' t  p e r f e c t .  P r i v a t e  a c t i v i t y  w a s  m o r e  v i g o r o u s  t h a n  h a d  
b e e n  e x p e c t e d .  So I n d i a  c u t  b a c k  on  g o v e r n m e n t  p r o j e c t s  q u i t e  a b i t ,  
w h i c h  I t h i n k  in  t h a t  c a s e  w a s  t h e  p r o p e r  d e c i s i o n .  It m i g h t  a l s o  h a v e  
b e e n  p r o p e r  t o  f o r c e  c u t b a c k s  in  s o m e  p r i v a t e  p r o j e c t s  b y  j u s t  n o t  
m a k i n g  f o r e i g n  e x c h a n g e  a v a i l a b l e  in  s o m e  c a s e s .  

Now,  w i t h  t h i s  d i g r e s s i o n  a b o u t  p l a n n i n g ,  l e t  m e  d i s c u s s  t h e  t r e n d s  
t h a t  a r e  v i s i b l e  c o n c e r n i n g  g o v e r n m e n t  e c o n o m i c  a c t i v i t y  in  d e v e l o p i n g  
c o u n t r i e s .  B e f o r e  I do  so ,  h o w e v e r ,  l e t  m e  s u g g e s t  t h a t  I m a y  h a v e  
g i v e n  y o u  an  e x a g g e r a t e d  i m p r e s s i o n .  I d o n ' t  m e a n  to  i m p l y  t h a t  a l l  
o v e r  t h e  u n d e r d e v e l o p e d  w o r l d  a l l  o f  t h e  n e w  a c t i v i t y  i s  b e i n g  d o n e  b y  
g o v e r n m e n t .  T h a t ' s  an  e x a g g e r a t i o n .  W h a t  I w a n t e d  to  d o  w a s  g i v e  y o u  
a p i c t u r e  o f  w h y  o f t e n  t h e r e  w i l l  be  i n s i s t e n c e  t h a t  t h e r e  m u s t  b e  a 
g o v e r n m e n t  s t e e l  m i l l ,  a n d  t h e y  w i l l  w a n t  U n i t e d  S t a t e s  a i d  f o r  i t ,  a n d  
t h e r e  m u s t  b e  g o v e r n m e n t  p e t r o l e u m  e x p l o r a t i o n ,  a n d  s o  on ,  s o  t h a t  
y o u  c a n  s e e  t h e  s o u r c e  of  a t t i t u d e s  w h i c h  c a u s e  t h i s .  

I a m  d i g r e s s i n g  f o r  a s e c o n d ,  b u t  l e t  m e  s a y  t h a t  i n  m a n y  c a s e s  
I t h i n k  it  w o u l d  be  in  t h e  U n i t e d  S t a t e s  i n t e r e s t  f o r  u s  t o  p r o v i d e  a i d  
f o r  t h o s e  g o v e r n m e n t a l  o p e r a t i o n s .  If we  d o n ' t ,  t h a t  d o e s n ' t  m e a n  t h a t  
t h e y  w i l l  be  p r i v a t e  o p e r a t i o n s .  It s i m p l y  m e a n s  t h a t  t h e s e  c o u n t r i e s  
w i l l  be  a l i e n a t e d  f r o m  us .  I t h i n k  i t  w o u l d  be  d e s i r a b l e ,  f o r  e x a m p l e ,  
t h a t  t h e  U n i t e d  S t a t e s  s h o u l d  p r o v i d e  a i d  f o r  t h e  g o v e r n m e n t - o w n e d  
p e t r o l e u m  c o r p o r a t i o n  o f  B r a z i l  t o  do  e x p l o r a t i o n  w o r k .  E v e r y  B r a -  
z i l i a n  a n d  m o s t  o t h e r  L a t i n  A m e r i c a n s  b e l i e v e  f i r m l y  t h a t  t h e  r e a s o n  
we  h a v e n ' t  d o n e  i t  so  f a r  i s  t h a t  t h e  p e t r o l e u m  c o m p a n i e s  o f  t h e  U n i t e d  
S t a t e s  c o n t r o l  p u b l i c  p o l i c y  a n d ,  w a n t i n g  t o  m a k e  m o r e  p r o f i t ,  k e e p  
t h e  G o v e r n m e n t  f r o m  g i v i n g  a i d  f o r  t h a t  p u r p o s e .  S i n c e  t h e  p e t r o l e u m  
e x p l o r a t i o n  i s  d e s i r a b l e ,  a n d  s i n c e  B r a z i l i a n s  w i l l  h a v e  t h e s e  gu t  
f e e l i n g s  u n t i l  a n e w  g e n e r a t i o n  w i t h  m o r e  s e l f - c o n f i d e n c e  h a s  g r o w n  
up ,  I t h i n k  we  s h o u l d  l e t  t h e m  u s e  o u r  a i d  f o r  a g o v e r n m e n t a l  e n t e r -  
p r i s e ,  in  o r d e r  t o  a v o i d  m i s c o n c e p t i o n s  a b o u t  o u r  p u r p o s e s  in  a i d i n g  
t h e m .  

N o w ,  w h a t  p o s s i b l e  t r e n d s  a r e  t h e r e ?  I t h i n k  t h a t  t h e s e  a t t i t u d e s  
w i l l  c o n t i n u e  f o r  a d e c a d e  o r  t w o ,  b e c a u s e  t h e  b i t t e r n e s s  o f  p e r s o n a l i t y  
i s  b u i l t  i n t o  t h e  g u t s  a n d  i t  i s n ' t  g o i n g  t o  t h i n  ou t  u n t i l  y o u ' v e  h a d  a n e w  
g e n e r a t i o n  c o m i n g  a l o n g .  I s u g g e s t  t h a t  t h i s  d e g r e e  o f  g o v e r n m e n t  
o p e r a t i o n  o r  t h e  t e n d e n c y  t o w a r d  it o f f e r s  l i t t l e  d a n g e r  t o  A m e r i c a n  
p u b l i c  p o l i c y  s o  l o n g  a s  i t  i s  a s s o c i a t e d  w i t h  r e p r e s e n t a t i v e  g o v e r n m e n t  
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m d  f r e e d o m  of  i n d i v i d u a l  e x p r e s s i o n  a t  t h e  b a l l o t  b o x  a n d  e l s e w h e r e ,  
~s i t  o f t e n  i s .  

A s  I s a y ,  y o u  h a v e  a f a i r  t i n g e  of  t h i s  in  I n d i a .  Y o u  h a v e  i t  i n  
) t h e r  p l a c e s .  I t ' s  n o t  a t  a l l  i n c o m p a t i b l e  w i t h  p o l i t i c a l  f r e e d o m  a n d  
f l l i a n c e  w i t h  t h e  W e s t .  It  m e a n s  s o m e  s u s p i c i o n ,  h o s t i l i t y ,  a n d  b i t t e r -  
t e s s  t o w a r d  t h e  W e s t ,  b u t  t h a t ' s  no t  t h e  s a m e  t h i n g  a s  a l l i a n c e  w i t h  o u r  
memies. 

T h e  m o r e  t h e  U n i t e d  S t a t e s  u n d e r s t a n d s  t h i s  a n d  a i d s  d e v e l o p m e n t  
n a n u m b e r  o f  s u c h  c o u n t r i e s  w i t h  t h e s e  t e n d e n c i e s ,  t h e  m o r e  a p t  y o u  
Lre, I t h i n k ,  t o  g e t  d e v e l o p m e n t  w i t h o u t  m o r e  a u t h o r i t a r i a n  m e a s u r e s ,  
~ e c a u s e ,  i f  w e  d o n ' t  a i d  t h e s e  c o u n t r i e s  t h e y  w i l l  h a v e  t h e  u s u a l  e m o -  
i o n a l  e x p l a n a t i o n  of  t h i s  a n d  t u r n  e l s e w h e r e  f o r  a id .  

F u r t h e r m o r e ,  t h e  r e m e d y  i s  t h e  g a i n i n g  of  c o n f i d e n c e  in  t h e m -  
l e l v e s .  A g a i n  I s u g g e s t  t h a t  20 y e a r s  f r o m  n o w - - n o t  5 y e a r s  f r o m  n o w  
,ut 20 y e a r s  f r o m  n o w - - i n  c o u n t r i e s  w h e r e  d e v e l o p m e n t  i s  u n d e r  w a y ,  
"ou a r e  g o i n g  t o  f i n d  t h e s e  a t t i t u d e s  a lo t  t h i n n e d  o u t  b e c a u s e  t h e y ' v e  
lot m o r e  s e l f - c o n f i d e n c e  a n d  t h e y  c a n  a f f o r d  t o  t r u s t  p r i v a t e  e n t e r p r i s e  

n o t e .  

So this leads to conclusions for American foreign policy and 
~merican aid policy which I won't elaborate but which are perfectly 
.bvious from what I have said so far. I have talked long enough, and I 

;hall stop at this point. 

Thank you. 

CAPTAIN SMITH: Dr. Hagen is ready for your questions, gentle- 

aen .  

QUESTION: Dr. Hagen, what can you do when the government 
uilds things and you still have no entrepreneurship ? Can you hire 
~anagement from other countries or would the national feeling prevent 
t. 

DR. HAGEN: The only thing you can say in general about this is 
aat this depends on cases. You can always hire management to a 
[mited extent if the government officials are willing. However, there 
ertainly is a limit. In other words, if there is one enterprise where 
i effect "foreign advisers" are running the thing, OK. If there are two 
r three, presently you reach a limit in many of these countries, 
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b e c a u s e  the  i n c u r s i o n  of f o r e i g n e r s  ge t s  u n d e r  the  sk in .  But you can  
c e r t a i n l y  do it in a s m a l l  n u m b e r  of c a s e s  if the  g o v e r n m e n t  o f f i c i a l s  
don ' t  f ee l  so s u s p i c i o u s  tha t  t h e y  w o n ' t  a l low it. 

T h e r e  is  a n o t h e r  a t t i t ude ,  too. The peop le  of t h e s e  c o u n t r i e s  a r e  
apt  to f e e l  t ha t  the s a l a r i e s  tha t  t h e y  have  to pay f o r  t h e s e  f o r e i g n  
a d v i s e r s  a r e  o u t r a g e o u s  and e x p l o i t a t i v e .  Of c o u r s e  t h e y  a r e  fou r ,  
f ive ,  s ix ,  o r  e igh t  t i m e s  as  high,  p e r h a p s ,  a s  a l l  but  the  top o f f i c i a l s  
get  in t h e i r  l o c a l  s c a l e  of s a l a r i e s .  T h e s e  a r e  the  s a l a r i e s  t ha t  t h e y  
a r e  going to have  to pay to anybody  f r o m ,  say ,  the  Un i t ed  S ta t e s  who  is  
good,  b e c a u s e  i n c o m e s  at  h o m e  in the  Uni t ed  S ta te s  a r e  h igh.  But t he  
o f f i c i a l s  of u n d e r d e v e l o p e d  c o u n t r i e s  a r e  r e l u c t a n t  to a p p r o v e  th i s .  
The o u t c o m e  d e p e n d s  on how s t r o n g  t h e s e  f e e l i n g s  of the  g o v e r n m e n t  
o f f i c i a l s  a r e ,  and how able  t hey  a r e  to d e t a c h  t h e m s e l v e s  and be  i n t e l -  
l i gen t  about  the b e n e f i t s  of m a k i n g  tha t  p lant  run .  

Wel l ,  I c a n ' t  g e n e r a l i z e  any  m o r e  t han  tha t .  Le t  m e  add,  by the  
way,  tha t  in B u r m a ,  fo r  e x a m p l e ,  t h e r e  w e r e  two t e c h n i c a l l y  v e r y  
c a p a b l e  t e x t i l e  m e n  f r o m  New E n g l a n d  who c a m e  out t h e r e  to  be a d v i s e r s  
to a B u r m e s e  s t a t e  co t ton  and sp inn ing  and w e a v i n g  m i l l ,  and t h e y  both  
went  h o m e  a f t e r  2 to 3 y e a r s .  T h e y  w e r e  n e r v o u s  w r e c k s .  T h e y  
o o u l d n ' t  m a k e  the p lant  run  we l l  in B u r m a .  T h e r e  w e r e  p r o b l e m s ,  
c u l t u r a l  p r o b l e m s ,  r e l a t i o n s h i p s  b e t w e e n  i n d i v i d u a l s ,  the  b o a r d  of 
d i r e c t o r s  f ind ing  it i m p r o p e r  to d e l e g a t e  a u t h o r i t y ,  and a l l  t h i s  s o r t  of 
th ing.  So a d v i s e r s  m u s t  be m u c h  m o r e  than  m e r e l y  t e c h n i c a l  ones  i f  
t h e y  a r e  going to m a k e  e n t e r p r i s e s  run  wel l .  

QUESTION:  You d e s c r i b e d  the  t r a d i t i o n a l  type  of l e a d e r s ,  and you  
a s s o c i a t e d  t h i s  wi th  m a n y  c o u n t r i e s  of L a t i n  A m e r i c a .  Hav ing  th i s  in 
m i n d ,  then ,  what  would  be y o u r  v i e w s  as  to  the  e f f e c t i v e n e s s  of the  
A l l i a n c e  fo r  P r o g r e s s  in s u c h  a s e t t i n g  ? 

DR. HAGEN: The A l l i a n c e  fo r  P r o g r e s s  p r o p o s e s  tha t  t h e r e  m u s t  
be c e r t a i n  s o c i a l  r e f o r m s  and i n d i c a t i o n s  of e f f e c t i v e  ac t i on  on the  p a r t  
of the  g o v e r n m e n t  if the  a id  is to be g r a n t e d .  Th i s  is  both  v e r y  d i f f i cu l t  
and v e r y  e s s e n t i a l ,  p r e c i s e l y  fo r  the  r e a s o n s  I s u g g e s t e d  and b e c a u s e  
of the  p r o b l e m s  you  a r e  i m p l y i n g  in a s k i n g  the  ques t i on .  Le t  m e  say  
tha t  Chi le  i s  r a t h e r  a t e s t  c a s e .  Chi le  e i t h e r  has  adop ted  o r  i s  adop t -  
ing a m e a s u r e  fo r  l and  r e f o r m ,  of w h i c h  I have  s e e n  only  a 2 - o r - 3 -  
s e n t e n c e  d e s c r i p t i o n ,  but c l e a r l y  it  i s n ' t  v e r y  c o m p r e h e n s i v e .  
They  don ' t  have  an e f f e c t i v e  p r o g r e s s i v e  t ax  law.  T h e r e  a r e  a lot of 
t h ings  t hey  h a v e n ' t  done  tha t  t hey  m i g h t  do about  e d u c a t i o n  and l o c a l  
r o a d s .  T h e y  have  sa id ,  "Now,  look; we a r e  adop t ing  a law; we a r e  
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p r e p a r i n g  a l o n g - t e r m  d e v e l o p m e n t  p r o g r a m  (on p a p e r  tha t  is) .  We 
.nave done t h e s e  t h ings .  Now we qua l i fy ,  and we. n e e d  $300 m i l l i o n  (or  
s o m e t h i n g  l ike  that) .  " If t hey  can  get  it w i thou t  any m o r e  than  p a p e r  
~ct ion,  and  if  t h e r e  a r e  a couple  o t h e r  s u c h  c a s e s ,  t hen  the t h e o r y  of 
:he A l l i a n c e  fo r  P r o g r e s s  tha t  to ge t  a id  y o u ' v e  got to show tha t  you  a r e  
helping y o u r s e l f  i s  go ing  to b r e a k  down,  b e c a u s e  t h e r e  wi l l  be too m a n y  
~ r e c e d e n t s  a g a i n s t  it .  

So t h e s e  e a r l y  c a s e s  s u r e l y  a r e  i m p o r t a n t  t e s t  c a s e s ,  wi th  Chi le  
l m o n g  t h e m ,  to show w h e t h e r  we do i n s i s t  on s o m e  r e a l  e v i d e n c e  of 
l c t ion .  It is  v e r y  d i f f i cu l t ,  as  I s ay ,  s i m p l y  b e c a u s e  t h e r e  a r e  l i m i t s  
:o the  ex ten t  to  w h i c h  you  can  b r i n g  about  the  a c t i o n  you  d e s i r e .  You 
.'annot m a k e  l e a d e r s  of a c o u n t r y  adopt  s o c i a l  r e f o r m s  t hey  don ' t  b e -  
i e v e  in,  tha t  t h e y  p e r f e c t l y ,  s i n c e r e l y ,  don ' t  b e l i e v e  in,  u n l e s s  t h e r e  
t r e  s o m e  i m p o r t a n t  g r o u p s  wi th in  t he  c o u n t r y  who do b e l i e v e  in  t h e m ,  
md you  a r e  b o l s t e r i n g  one se t  of a t t i t u d e s  in the  c o u n t r y  as  a g a i n s t  
m o t h e r  s e t  of a t t i t u d e s .  So i t ' s  a c o m p l i c a t e d  p r o b l e m ,  and I g u e s s  
hat  is  a l l  I can  say .  

QUESTION:  D o c t o r ,  do you  th ink  tha t  the  m i l i t a r y  a s s i s t a n c e  
, r o g r a m s  to u n d e r d e v e l o p e d  n a t i o n s  a r e  a he lp  o r  a h i n d r a n c e  to t h e s e  
: o u n t r i e s  ? 

DR. HAGEN: Aga in  it d e p e n d s  on c a s e s .  I th ink  both.  It i s  qui te  
, o s s ib l e  to  h a v e  s u c h  a l a r g e  m i l i t a r y  a s s i s t a n c e  p r o g r a m  in a c e r t a i n  
:ount ry  tha t  it  d i v e r t s  the  e n e r g i e s  of a lot  of l e a d e r s  and y o u n g  m e n  in 
he c o u n t r y  a w a y  f r o m  wha t  t h e y  m i g h t  be  do ing  in e c o n o m i c  d e v e l o p -  
aen t ,  r e t a r d s  e c o n o m i c  d e v e l o p m e n t ,  c r e a t e s  f r u s t r a t i o n ,  and in 10 
,r 15 y e a r s  g i v e s  the  c o u n t r y  to  the  C o m m u n i s t s  b e c a u s e  of the  f r u s -  
r a t i o n  d e v e l o p e d  by not  g e t t i n g  a h e a d  o t h e r w i s e .  

On the o t h e r  hand ,  it  i s  qui te  p o s s i b l e  tha t  a m i l i t a r y  a s s i s t a n c e  
. r o g r a m  in a d d i t i o n  to p r o v i d i n g  the s h o r t r u n  s a f e g u a r d  tha t  t he  c o u n -  
t y  n e e d s  wi l l  p r o v i d e  t r a i n i n g ,  m a t e r i a l  f a c i l i t i e s ,  and b a s e s  for  
c o n o m i c  d e v e l o p m e n t .  So I t h i n k  tha t  it can  be c o o p e r a t i n g  and he lp fu l  
a e c o n o m i c  d e v e l o p m e n t ,  and it can  be ~ r d i n g .  It j u s t  d e p e n d s  on 
Re supp ly  of t a l e n t  and  m a n p o w e r  in the  c o u n t r y ;  and on the  s h o r t r u n  
nd longr tm s i t u a t i o n  tha t  m a y  be  d e v e l o p i n g  in the  c o u n t r y ;  on how 
r g e n t  the  m i l i t a r y  n e e d  is;  e tc .  So I don ' t  t h i n k  t h e r e  is  any  g e n e r a l  
n s w e r .  

QUESTION:  Dr .  Hagen ,  you  have  m e n t i o n e d  g o v e r n m e n t  o w n e r -  
h ip  of wha t  we  m a y  now c o n s i d e r  p r i v a t e  i n d u s t r y  is  not n e c e s s a r i l y  
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i n c o m p a t i b l e  wi th  p o l i t i c a l  f r e e d o m ,  but it  m a y  we l l  be i n c o m p a t i b l e  w i th  
the  m o s t  r a p i d  e c o n o m i c  g rowth .  It f o r e s t a l l s ,  fo r  e x a m p l e ,  the  t a k i n g  
of t ax  m e a s u r e s  w h i c h  would  e n c o u r a g e  p r i v a t e  i n d u s t r y ,  o r  the  r e m o v a l  
of s u c h  t h i n g s  as  f ixed  p r i c e s  w h i c h  wou ld  h i n d e r  the i n s t a l l a t i o n  of 
p r i v a t e  i n d u s t r y .  Wil l  you c o m m e n t  on tha t  ? 

DR. HAGEN: Yes .  I r e a l i z e d  a f t e r  I f i n i s h e d  the  t a l k  tha t  I had in 
p a s s i n g  down m y  n o t e s  sk ipped  the  p a r a g r a p h  w h e r e  I m e a n t  to  say  tha t .  
A g o v e r n m e n t  p r o j e c t  m a y  have  no j u s t i f i c a t i o n  on e c o n o m i c  g r o u n d s ,  
b e c a u s e  i t  w a s n ' t  d e c i d e d  on on c a r e f u l  e c o n o m i c  g r o u n d s .  Once  it i s  
adop ted  t h e r e  m a y  be a po l i cy  of k e e p i n g  p r i c e s  down,  of p a y i n g  h igh  
w a g e s ,  e t c . ,  and a l t o g e t h e r ,  the p r o j e c t  m a y  be w a s t e f u l  and m a y  r e t a r d  
e c o n o m i c  d e v e l o p m e n t .  

Now, th i s  wi l l  be done in s o m e  c a s e s .  Second ly ,  t h i s  r a i s e s  q u e s t i o r  
of Un i t ed  S ta tes  a id  po l i cy  tha t  a r e  in a d d i t i o n  to  the  q u e s t i o n s  tha t  I i n d i -  
c a t e d  b e f o r e .  We m a y  a p p r o p r i a t e l y  r e f u s e  a id  for  s o m e  s u c h  p r o j e c t s - -  
but in doing so we m a y  g e n e r a t e  a f e e l i n g  tha t  we a r e  " i m p e r i a l i s t i c ,  " 
e t c .  We have  to  r e c o g n i z e  t h e s e  c o m p l e x i t i e s  and Iook at  the  i n d i v i d u a l  
c a s e s .  

QUESTION:  Dr .  Hagen ,  w h i c h  of the  u n d e r d e v e l o p e d  c o u n t r i e s  do 
you th ink  wiII  m a k e  the  m o s t  e c o n o m i c  p r o g r e s s ,  s ay ,  in the  next  d e c a d e ,  
and can  you g ive  us  s o m e  r e a s o n s  why you  t h i n k  t h i s  m i g h t  h a p p e n  ? 

DR. HAGEN: F i r s t ,  t h e r e  a r e  a n u m b e r  of La t in  A m e r i c a n  countr ies '  
tha t  a r e  m a r k e d l y  a h e a d  of the  A s i a n  c o u n t r i e s ,  to  say  no th ing  about  the 
A f r i c a n  c o u n t r i e s .  O t h e r  t han  the  Union of South A f r i c a  and the  R h o d e s i a  
w h i c h  a r e  both  u n d e r  E u r o p e a n  c o n t r o l ,  the  A f r i c a n  c o u n t r i e s  a r e  beh ind .  
A n u m b e r  of the L a t i n  A m e r i c a n  c o u n t r i e s  a r e  w e l l  a h e a d  both  in t e r m s  
of p e r  cap i ta  i n c o m e  and in t e r m s  of r a t e  of change  in p e r  c a p i t a  i n c o m e .  
The a v e r a g e  p e r  c a p i t a  i n c o m e  in a l l  of L a t i n  A m e r i c a ,  f r o m  M e x i c o  
down to  the  t ip  of the con t i nen t ,  i s  b e t w e e n  two  and o n e - h a l f  and  t h r e e  
t i m e s  tha t  in f r e e  As ia .  F u r t h e r m o r e ,  as I i n d i c a t e d ,  in B r a z i l ,  C o l o m b  
and Mex ico  th i s  is  r i s i n g  qui te  s t e a d i l y .  In o t h e r  w o r d s ,  t h e y  a r e  makin~  
p r o g r e s s .  In A r g e n t i n a  and Ch i l e  it h a s  r i s e n  in  the pas t .  A r g e n t i n a  and 
Chi le  w e r e  hav ing  t h e i r  t r o u b l e s  in the  l a s t  d e c a d e  and t h e y  w e r e  fa l t e r in~  
but I t h ink  p r o b a b l y  t hey  wi l l  go a h e a d  aga in .  

So, as  a g r o s s  a n s w e r  to y o u r  q u e s t i o n ,  I would  say  s o m e  c o u n t r i e s  
in L a t i n  A m e r i c a .  In s a y i n g  tha t ,  I o m i t t e d  J a p a n  f r o m  c o n s i d e r a t i o n .  I 
t h ink  of J a p a n  as  u n d e r d e v e l o p e d  in the s e n s e  of hav ing  f a i r l y  low i n c o m e .  
But it is  i n d u s t r i a l i z e d ,  it is  a t e c h n o l o g i c a l l y  p r o g r e s s i v e  c o u n t r y ,  and 
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h i n k  o f  i t  a s  b e i n g  in  a d i f f e r e n t  c a t e g o r y ,  ou t  of  t h e  w o o d s  a n d  g o i n g  
c a d .  

So t h a t ' s  t h e  l a r g e  a n s w e r .  Now,  to  p i n p o i n t  i t  m o r e - - w e l l ,  t h a t ' s  
t i f f i c u l t  q u e s t i o n .  I w o u l d  s u p p o s e  t h a t  I n d i a  i s  a p t  t o  p r o g r e s s  q u i t e  
t i s f a c t o r i l y .  P e r  c a p i t a  o u t p u t  in  I n d i a  s e e m s  t o  h a v e  b e e n  r i s i n g  a t  
i t e  a g o o d  r a t e  d u r i n g  t h e  p a s t  10 y e a r s .  W h e n  I s a y  " q u i t e  a g o o d  
re"  I r e g a r d  a p e r  c a p i t a  i n c r e a s e  o f  2 p e r c e n t  a y e a r  a s  v e r y  s a t i s -  
; t o r y  i n d e e d .  L e t ' s  n o t  t a l k  a b o u t  s p e c t a c u l a r  c a s e s  o f  5 o r  6 p e r c e n t  
7e a r ,  o r  e v e n  m o r e ,  s u c h  a s  J a p a n  h a s .  A c o u n t r y  w h e r e  p e r  c a p i t a  
tpu t  i n c r e a s e s  b y  2 p e r c e n t  a y e a r  a n d  c o n t i n u e s  t o  g e t  a c o m p o u n d -  
c r e s t  e f f e c t  t h a t  d o e s  w o n d e r s  in  a g e n e r a t i o n .  

I w o u l d  s u p p o s e  t h a t ,  o f  t h e  c o u n t r i e s  o u t ~ i d e  o f  L a t i n  A m e r i c a ,  
i ia  i s  a p t  t o  m a k e  t h e  b e s t  s h o w i n g .  T h i s  i s  m e r e l y  a p r o j e c t i o n  of  
c e n t  t r e n d s .  A l l  I a m  d o i n g  i s  l o o k i n g  a t  w h a t  h a s  h a p p e n e d  in  r e c e n t  
a r s  a n d  t h i n k i n g  of  w h a t  I t h i n k  t h e  p r o s p e c t s  a r e .  

A g a i n ,  I m u s t  c o r r e c t  m y s e l f .  I s h o u l d  u n d o u b t e d l y  i n c l u d e  T a i w a n ,  
e r e  t h e  r a t e  of  p r o g r e s s ,  t h e  r a t e  o f  i n c r e a s e  o f  p e r  c a p i t a  o u t p u t  p e r  
a r ,  h a s  b e e n  h i g h e r  t h a n  t h a t  in  t h e  L a t i n  A m e r i c a n  c o u n t r i e s .  T a i w a n  

d o n e  v e r y  w e l l  i n d e e d .  T h i s  p r o g r e s s  h a s  o c c u r r e d  in  s p i t e  o f  h i g h  
a u l a t i o n  d e n s i t y .  I d o n ' t  s e e  a n y  o b v i o u s  r e a s o n  w h y  i t  s h o u l d  n o t  
a t i n u e .  

I g u e s s  t h o s e  a r e  t h e  c a s e s  I w o u l d  c i t e .  A s  I s a y ,  I c a n ' t  d o  m u c h  
to  t h e  r e a s o n s ,  e x c e p t  t o  s a y  t h a t  I a m  r e a l l y  j u s t  p r o j e c t i n g  t h e  

zen t  p a s t  r a t h e r  t h a n  d o i n g  a n y t h i n g  m o r e  f u n d a m e n t a l .  

Q U E S T I O N :  D o c t o r ,  y o u  m e n t i o n e d  s o m e  c a s e s  o f  t r a d i t i o n a l  l e a d -  
w h o  d o n ' t  r e l i s h  r e f o r m s  a n d  i n d u s t r i a l i z a t i o n ,  b e c a u s e  t h e y  h a v e  

: h ing  t o  g a i n .  W h a t  i s  n e c e s s a r y  f o r  t h i s  g r o u p  t o  a p p r e c i a t e  t h e  
~ n i f i c a n c e  o f  p r e v i o u s  h i s t o r y ?  T h e  v e r y  a d v a n c e d  m i s p l a c e d  a t t e n t i o n  
Lt i s  s u p p o s e d  to  a c c o m p a n y  a r e v o l u t i o n  w i t h  t h e  a c q u i s i t i o n  of  t h e i r  
~ p e r t y  a nd  w e a l t h  w i l l  p r o b a b l y  o c c u r  u n l e s s  t h e y  c h a n g e  t h e i r  w a y s  

a t t e m p t  t o  a s s i s t  t h e  l o w e r  c l a s s e s .  

DR. HAGEN: Y o u  p e o p l e  do  n o t  a s k  e a s y  q u e s t i o n s .  T h i s  i s  a s  
f i c u l t  a s  t h e  s e v e r a l  o t h e r s  t h a t  h a v e  b e e n  a s k e d .  F i r s t ,  I d o n ' t  t h i n k  
tt a c h a n g e  in  t h e i r  a t t i t u d e s  c a n  b e  a c c o m p l i s h e d  b y  i n t e l l e c t u a l  d i s -  
s s i o n ,  a n d  t h a t  in  a c o u p l e  h o u r s  o r  s e v e r a l  w e e k s  y o u  c a n  m a k e  a 
' a d i t i o n a l "  m a n  s e e  t h a t  s o m e t h i n g  h e  h a s  no t  p r e v i o u s l y  b e l i e v e d  in  
g o i n g  t o  b e  m o r e  b e n e f i c i a l ,  s o  h e  c h a n g e s  b_is a t t i t u d e .  H i s  a t t i t u d e s  
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a r e  d e e p e r  s e a t e d  than  t h i s ,  and a r e  not  a m e n a b l e  to t h i s  k ind  of d i s -  
cus  sion. 

T h u s ,  a n u m b e r  of i n d i v i d u a l s  tha t  I c o u l d  n a m e  in s o m e  L a t i n  
A m e r i c a n  c o u n t r i e s ,  t r a d i t i o n a l  l e a d e r s ,  j u s t  t ake  fo r  g r a n t e d  tha t  
the  peop l e  I have  c a l l e d  the  s i m p l e  peop le  a r e  a d i f f e r e n t  k ind  of peop l e  
f r o m  t h e m .  No a m o u n t  of i n t e l l e c t u a l  a r g u m e n t  can  c h a n g e  tha t  a t t i t u d e  
any  m o r e  than  it c an  change  the  f e a r  tha t ,  s a y ,  a t y p i c a l  A m e r i c a n  
young  w o m a n  has  of a m o u s e  o r  a s n a k e .  And,  by the way ,  I t h i n k  that's, 
qu i te  an  apt  c o m p a r i s o n .  I t h ink  the  r o o t s  and  the  dep th  of s u c h  a t t i t u d e  
a r e  qui te  c o m p a r a b l e ,  s t r a n g e  though  tha t  s e e m s .  

Second ly ,  in no c o u n t r y ,  I s u p p o s e ,  a r e  t h e s e  t r a d i t i o n a l  a t t i t u d e s  
und i lu t ed .  Tha t  i s  to  ~ :  Not e v e r y b o d y  is  l ike  tha t .  D e v i a n t s  a p p e a r  
a m o n g  the  t r a d i t i o n a l  e l i t e .  P e o p l e  have  a d i f f e r e n t  v iew of l i fe .  By 
and l a r g e ,  peop le  who a r e  e f f e c t i v e  e c o n o m i c  i n n o v a t o r s  t e n d  to  have  a 
d i f f e r e n t  v iew.  

L e t  m e  t u r n  to  p s y c h o l o g y  a l i t t l e  and s u g g e s t  tha t  a p e r s o n  i s  an  
e f f e c t i v e  e n t r e p r e n e u r  only  if he is  ab l e  to put  h i m s e l f  in s o m e o n e  e lse ' , '  
p l a c e  and judge  how the  o t h e r  p e r s o n  is  t h ink ing  about  t h i n g s ,  and t hus  
s e e  how he can  o p e r a t e  bes t .  U n l e s s  he has  wha t  we ca l l  e m p a t h y ,  o r  
the  a b i l i t y  to c o n s i d e r  s o m e o n e  e l s e  and judge  h i s  v i ewpo in t  in o r d e r  to 
d e a l  w i th  h i m ,  - - t o  m a n i p u l a t e  h i m  in the  good s e n s e  of tha t  w o r d - - h e  is  
not  apt to a p p r e c i a t e  the  a t t i t ude  of the  s i m p l e  peop l e ,  w h i c h  you  have  tc 
do to b e  m o r e  f a v o r a b l e  to s o c i a l  r e f o r m  as  we l l .  T h e s e  two  t h i n g s  tent  
to  go t o g e t h e r ;  

Tha t  d o e s n ' t  l e a d  m e  too  f a r ,  e x c e p t  to  s a y  tha t  t h i s  i s  a s low 
p r o c e s s .  In s o m e  c a s e s  t h i s  is  the  h i s t o r y  of the  B o u r b o n s  a l l  o v e r  
aga in .  It w a s  sa id  of the  B o u r b o n s :  " T h e y  r e m e m b e r  no th ing  and t h e y  
f o r g e t  no th ing .  " I a m  a f r a i d  t h e r e  a r e  s o m e  t r a d i t i o n a l  l e a d e r s  of 
w h i c h  tha t  i s  t r u e  and t h e y  wi l l  c l ing  to  t h e i r  a t t i t u d e s .  If t h i s  i s  w i d e -  
s p r e a d  enough ,  you  wi l l  get  m o r e  r e v o l u t i o n s  l ike  tha t  in Cuba.  

I m a y  add,  I wou ld  be s u r p r i s e d  if  we d idn ' t  have  (I am do ing  a 
l a w - o f - a v e r a g e s  s t a t e m e n t  n o w - - I  have  no p a r t i c u l a r  c o u n t r y  ¢o n a m e )  
one o r  two such  r a d i c a l  t a k e o v e r s  s o m e w h e r e  in L a t i n  A m e r i c a  d u r i n g  
the  next  5 o r  I0 y e a r s .  I wou ld  be  s u r p r i s e d  if  e v e r y w h e r e  we got 
enough  m o d e r a t i o n  of a t t i t u d e s  to p r o v i d e  the  c h a n g e s  w h i c h  r e l i e v e  sor~ 
of the  t e n s i o n s .  
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W h a t  c a n  t h e  U n i t e d  S t a t e s  d o ?  We  c a n  t r y  t o  h e l p  t h e  g r o u p s  in  a 
~ n t r y  w h o  a r e  i n t e r e s t e d  in  e c o n o m i c  d e v e l o p m e n t .  As  e c o n o m i c  
~ e l o p m e n t  m o v e s  f o r w a r d ,  t h a t  h e l p s  t o  r e l i e v e  t e n s i o n s  a l i t t l e .  It 
,~sn' t  c h a n g e  t h e  a t t i t u d e  o f  t h e  d y e d - i n - t h e - w o o l t r a d i t i o n a l s ,  bu t  t h e y  

n e v e r  a l l  o f  t h e  p e o p l e  a n y w a y ,  a s  I h a v e  s a i d .  W e  c a n  t r y  to  b r i n g  
~ s s u r e  a n d  i n d u c e m e n t s  f o r  s o c i a l  r e f o r m ,  s o c i a l  r e f o r m  in  t h e  k i n d s  
t h i n g s  I h a v e  m e n t i o n e d - - i m p r o v e m e n t s  in  e d u c a t i o n ,  l a n d  r e f o r m  
e r e  p e r t i n e n t ,  l o c a l  r o a d s ,  a n d  t h i s  k i n d  o f  t h i n g .  W h e r e  t h e r e  a r e  
~ups  in  a c o u n t r y  p u s h i n g  f o r  t h e m ,  we  b o l s t e r  o n e  g r o u p  a g a i n s t  
> t h e r ,  a n d  t h i s  m a y  h a v e  s o m e  e f f e c t .  

T h e n  we w i l l  n o t  b e  c h a n g i n g  t h e  a t t i t u d e s  o f  s o m e  i n d i v i d u a l s ,  b u t  
w i l l  b e  c h a n g i n g  t h e  b a l a n c e  of  i n f l u e n c e  in  a c o u n t r y .  T h e s e  a r e  
t h i n g s  w e  c a n  do .  O t h e r w i s e  I t h i n k  w e  h a v e  t o  l e t  t i m e  t a k e  i t s  

a r s e  a n d  h o p e  t h a t  t h e r e  a r e  n o t  s o  m a n y  u n e n l i g h t e n e d  t h a t  t h e y  i n -  
:t on  p o l i c i e s  t h a t  l e a d  t o  t r o u b l e  w h i l e  we  t r y  t o  a l l e v i a t e  i t  b y  h e l p -  

p e o p l e  w i t h  o t h e r  a t t i t u d e s .  

W e l l ,  a g a i n ,  t h i s  i s  n o t  a v e r y  s a t i s f a c t o r y  a n s w e r ,  b u t  y o u  a s k  
f i c u l t  q u e s t i o n s .  

Q U E S T I O N :  Y o u  j u s t  m e n t i o n e d  t h a t  it  w i l l  t a k e  y e a r s  f o r  t h e  e l i t e  
c h a n g e  t h e i r  a t t i t u d e s .  M e a n w h i l e ,  t h e  i n t e r n a t i o n a l  h o t  m o n e y  s i t -  
: ion w i l l  p e r s i s t  t h r o u g h  t h o s e  y e a r s .  Do  y o u  f e e l  t h a t  t h e  a m o u n t  o f  
: m o n e y  i s  s u f f i c i e n t  s o  t h a t  s o m e  i n t e r n a t i o n a l  a g e n c y  s u c h  a s  t h e  
e r - A m e r i c a n  B a n k  s h o u l d  t r y  t o  a t t r a c t  i t  a n d  in  t u r n  r e i n v e s t  i t  i n  
l t h  A m e r i c a  u n d e r  d i v e r s i f i e d  p r o g r a m s  a n d  g u a r a n t e e s  t o  t h e  i n d i -  
Lual d e p o s i t e r s  ? O r  d o  y o u  f e e l  t h a t  i t  i s  b e i n g  i n v e s t e d  i n  S w i t z e r -  
Ld a n d  N e w  Y o r k  a n d  r e p l a c i n g  o t h e r  i n v e s t m e n t  f u n d s  t h a t  w a y ,  a n d  
>bab ly  in  t h e  l o n g  r u n  i t  m a y  n o t  d i f f e r  w h i c h  w a y  i t  i s  h a n d l e d  ? 

DR.  H A G E N :  A n y  r e a l  a n s w e r  t o  t h a t  c a l l s  f o r  n u m b e r s ,  a n d  I 
~ t a i n l y  d o n ' t  f e e l  s u r e  a b o u t  t h e  n u m b e r s .  L e t  m e  s a y  t h a t  o b v i o u s l y  
s o m e  e x t e n t  t h i s  i s  a p r o b l e m .  O b v i o u s l y  t h e  p r e v e n t i o n  of  t h i s  
Lst b e  m o r e  b y  t h e  i n d i v i d u a l  g o v e r n m e n t  i n v o l v e d ,  w h i c h  t r i e s  t o  

t h a t  t h e  f o r e i g n  e x c h a n g e  i s  s o l d  t o  t h e  c e n t r a l  b a n k  a n d  t h a t  t h e  e x -  
r t e r  i s  p a i d  i n  t h e  l o c a l  c u r r e n c y .  O b v i o u s l y ,  a l s o ,  t h i s  i s  n o t  c o r n -  
, re ly  s u c c e s s f u l  in  m a n y  p l a c e s .  

Now,  w h e t h e r ,  s a y ,  a n  i n t e r - A m e r i c a n  d e v e l o p m e n t  b a n k  c o u l d  
r a c t  t h i s  m o n e y ,  l e t  m e  s a y  t h a t  I d o u b t  t h i s .  If  t h e  i n t e r - A m e r i c a n  
v e l o p m e n t  b a n k  w e r e  t• a t t r a c t  t h e  m o n e y  t h e  h o l d e r s  w o u l d  h a v e  t o  
, n t i f y  t h e m s e l v e s .  T h a t  i s  t o  s a y ,  t h e  p e o p l e  w o u l d  h a v e  t o  c o m e  
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f o r w a r d  and depos i t  t h e i r  m o n e y .  As soon  as  t h e y  do, t h e y  a r e  a d m i t -  
r ing tha t  t h e y  a r e  v i o l a t i n g  t h e i r  n a t i o n a l  l a w s ,  and I j u s t  don ' t  t h ink  
t h e y  would  do it .  I don ' t  th ink  tha t  of ten  the  m o n e y  i s  i n v e s t e d  p r o d u c -  
t i v e l y  a b r o a d ,  in a way  tha t  b e n e f i t s  the  c o u n t r y  w h e r e  it o r i g i n a t e s .  
I ts  flow a b r o a d  is a ne t  l o s s .  How big  the  p r o b l e m  is  in v a r i o u s  countri~ 
I w o u l d n ' t  a t t e m p t  to say .  

QUESTION:  D o c t o r ,  in the  d i s c u s s i o n  of the  u n d e r d e v e l o p e d  
c o u n t r i e s ,  p a r t i c u l a r y  in the  A s i a n  c o u n t r i e s  and A f r i c a ,  and m a y b e  not  
so m u c h  in L a t i n  A m e r i c a ,  e v e r y b o d y  is  s t a r v i n g  to dea th ,  and y e t  you  
h e a r  v e r y  l i t t l e  about  the  a g r i c u l t u r a l  p o l i c i e s .  E v e r y b o d y  m u s t  be 
i n d u s t r i a l i s t s .  W h e r e  do you f ee l  the  a g r i c u l t u r a l  po l i cy  f i t s  in to  the  
p r o b l e m  of t r y i n g  to get  t h e s e  c o u n t r i e s  off the  g r o u n d  ? 

DR. HAGEN: Le t  m e  c i te  India  as  an e x a m p l e .  F i r s t ,  e v e r y b o d y  
w a n t s  to be i n d u s t r i a l .  I n d u s t r y  has  m o r e  g l a m o u r  t han  a g r i c u l t u r e .  
In f ac t ,  in  the  e a r l y  s t a g e s  p r i v a t e  peop le  wi th  r e a l  e n t r e p r e n e u r s h i p ,  
as  we l l  a s  g o v e r n m e n t  peop l e ,  a r e  apt to go into i n d u s t r y  b e c a u s e  it is  
a new th ing  and t h e y  th ink  it ha s  m o r e  oppor tun i ty .  T h e r e f o r e ,  of ten ,  
in t h e s e  a t t e m p t s  at qu i ck  d e v e l o p m e n t ,  you do get  e a r l y  s t a r t s  in i n -  
d u s t r y .  

By the  way ,  in E n g l a n d ,  fo r  e x a m p l e ,  and in G e r m a n y  and W e s t e r n  
E u r o p e ,  h i s t o r i c a l l y  you got the  f i r s t  c h a n g e s  in a g r i c u l t u r e .  But ,  
n e v e r t h e l e s s ,  now in the  d r i v e  fo r  q u i c k e r  c h a n g e ,  you don ' t  

The G o v e r n m e n t  of India  in the  f i r s t  5 - y e a r  p lan  t a l k e d  a good 
dea l  about  the  n e e d  to deve lop  a g r i c u l t u r e  and i n c r e a s e  the  food supp ly ,  
and gave a f a i r  a m o u n t  of e m p h a s i s  to i t ,  and t h e r e  was  s o m e  p r o g r e s s .  
T h e r e  w e r e  s o m e  i m p r o v e m e n t s  in y i e l d s .  Some of t h e m  w e r e  a t t r i b -  
u tab le  to the w e a t h e r ,  but by no m e a n s  al l .  

In the  s e c o n d  5 - y e a r  plan,  p r o b a b l y  m o t i v a t e d  by  C h i n a ' s  r a p i d  
i n d u s t r i a l i z a t i o n ,  the  g r e a t  e m p h a s i s  was  on i n d u s t r y .  The b ig  m o n e y  
in the  g o v e r n m e n t ' s  e x p e n d i t u r e s  was  to  go into  i n d u s t r y  and into  a id  
to i n d u s t r y .  

Now, in the  t h i r d  5 - y e a r  plan,  India  r e c o g n i z e s  tha t  she  has  got 
to be g r o w i n g  m o r e  food h e r s e l f .  T h e r e  a r e  m o r e  w o r d s  about  a g r i -  
c u l t u r e  in the  p lan ,  but  not a g r e a t  a m o u n t  of m o n e y  i s  b e i n g  put in to  
a g r i c u l t u r e .  The hope is  tha t  in a g r i c u l t u r e  r e s u l t s  can  be  got by c o m -  
m u n i t y  d e v e l o p m e n t  and by e d u c a t i o n  wi thou t  put t ing  in a lot  of cap i t a l .  
In m y  j u d g m e n t ,  the  e x p e c t a t i o n s  a r e  too  o p t i m i s t i c .  Not enough  m o n e y  
is  b e i n g  put in. 
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In t h i s  c a s e  India  is  s a v e d  by the fac t  t ha t  t h e r e  h a p p e n s  to be a 
J n t r y  in  t he  w o r l d  w h i c h  s o m e h o w  f inds  it  both  e a s y  and a t t r a c t i v e  to 
Lke up for  any  d e f i c i e n c y  in a g r i c u l t u r a l  s u p p l i e s  tha t  any d e v e l o p i n g  
l n t r y  h a p p e n s  to have .  In o t h e r  w o r d s ,  the  Uni t ed  S ta tes  is  un ique ly  
~ipped to  p r o v i d e  food wi thou t  p o l i t i c a l  r e s i s t a n c e  in the  Un i t ed  S t a t e s - -  
fac t  qu i t e  the  c o n t r a r y - - w h i c h  is v e r y  a d v a n t a g e o u s  to the  d e v e l o p i n g  
l n t r y  tha t  ha s  an  a g r i c u l t u r a l  p r o d u c t  s h o r t a g e .  

But  I would  th ink  tha t  hav ing  found tha t  t h e s e  e a s y ,  c h e a p  m e a s u r e s  
s t i m u l a t i n g  f u r t h e r  i n c r e a s e  in a g r i c u l t u r a l  p r o d u c t i v i t y  in the  t h i r d  
Tear p lan  p e r i o d  a r e  not enough,  in the  next  p e r i o d ,  a f t e r  t he  end  
the t h i r d  5 - y e a r  p l an  jus t  s t a r t i n g ,  the  Ind ian  l e a d e r s  w i l l  r e c o g n i z e  
t t h e y ' v e  got to  put i m p o r t a n t  m o n e y  into  a g r i c u l t u r e  and t h e y  wi l l  go 

it in a way  tha t  i s  apt to be m o r e  a d e q u a t e  t han  what  t h e y  a r e  doing 

Now, th i s  i s  an  e x a m p l e  of what  i s  apt to happen  e l s e w h e r e .  T h e r e  
apt to be e a r l y  e m p h a s i s  on i n d u s t r y .  Then  t h e r e  is  apt to be ,  in 
l n t r i e s  tha t  a r e n ' t  food e x p o r t e r s ,  the  r e a l i z a t i o n  tha t  t h e y ' v e  got  to 
re m o r e  a g r i c u l t u r a l  p r o d u c t s .  V e r y  of ten  the  Un i t ed  S ta tes  in the 
a n t i m e  is  apt  to p r o v i d e  s u r p l u s  a g r i c u l t u r a l  c o m m o d i t i e s  and  m a k e  
the  d e f i c i e n c y .  Then  l a t e r  the  c o u n t r y  w i l l  go in to  a g r i c u l t u r e .  

As  i n c o m e  r i s e s  peop le  ea t  m o r e  a g r i c u l t u r a l  p r o d u c t s ,  o r  t h e y  ea t  
" i c u l t u r a l  p r o d u c t s  t ha t  t a k e  m o r e  e f f o r t  to r a i s e .  That  i s ,  the  type  
~hings t h e y  ea t  c h a n g e s ,  and it c a l l s  fo r  m o r e  e f fo r t  in a g r i c u l t u r e .  

A l s o ,  a s  t h e y  i n d u s t r i a l i z e  d o m e s t i c a l l y ,  the  m a r k e t  fo r  i n d u s t r y ,  
t i s  going  to con t inue  to expand ,  has  to be one ou t s i de  of i n d u s t r y ,  
w e l l  as  in i n d u s t r y  i t s e l f .  T h e r e  has  to  be  r i s i n g  a g r i c u l t u r a l  i n c o m e  
~ rov ide  a m a r k e t  to  s t i m u l a t e  y o u r  f u r t h e r  i n d u s t r i a l  expans ion .  

T h i s  has  to be b a l a n c e d ,  but  it d o e s n ' t  have  to  be b a l a n c e d  in the  
~rt r u n ,  b e c a u s e  t h e r e  a r e  a l w a y s  e x p o r t s  and i m p o r t s  to t ake  up the  
ck. I t h ink  the Un i t ed  S ta te s  so  f a r  as  it can  in i t s  a id  p r o g r a m s  
~uld s t i m u l a t e  a t t e n t i o n  to a g r i c u l t u r e  in m a n y  c o u n t r i e s ,  but  I don ' t  
,~ard l a c k  of th i s  as  a d a n g e r o u s  d e f i c i e n c y  in the p l ann ing ,  s i m p l y  
;ause  we have  the  loophole  of i m p o r t s  of Un i t ed  S ta tes  s u r p l u s  c o m -  
d i t i e s .  

QUESTION: D o c t o r ,  how do you  a s s e s s  t h i s  r e c e n t  d e v e l o p m e n t  of 
i v i d u a l s  m o v i n g  in on t h e s e  l a r g e  l a n d h o l d e r s  of South A m e r i c a  ? Is 
s the  b e g i n n i n g  of a f o u r t h  s o c i a l  e v o l u t i o n  ? 

_ 5 0 5  
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DR. HAGEN: No, I w o u l d n ' t  th ink  tha t .  Th i s  has  h a p p e n e d  o t h e r  
p l a c e s .  The r e a s o n s  f o r  t h i s  a r e  c l e a r  enough.  The f i r s t  i s  j u s t  p l a in  
e c o n o m i c .  You ju s t  wan t  m o r e  land  to g row m o r e  t h ings .  A l so  t h i s  i s  
a way  of s o r t  of v e n t i n g  tha t  b i t t e r n e s s  and h o s t i l i t y .  Th i s  g i v e s  t h e m  
s o m e  e m o t i o n a l  r e l e a s e  as  we l l  as  an  e c o n o m i c  gain.  It i n d i c a t e s  the  
s e r i o u s  s o c i a l  s i t ua t i on ,  not  m e r e l y  b e c a u s e  of e c o n o m i c  f a c t o r s  but 
b e c a u s e  of t e n s i o n .  But tha t  i t ' s  s o r t  of a new type  of s o c i a l - p o l i t i c a l  
e v o l u t i o n ,  no,  I w o u l d n ' t  t h ink  tha t .  

I t h ink  l and  r e f o r m  in the s e n s e  of p r o v i s i o n s  w h i c h  wi l l  g ive  o w n e r  
sh ip  to m a n y  r e n t i n g  p e a s a n t s  o r  p e a s a n t s  w o r k i n g  on e s t a t e s  now,  i s  
i m p o r t a n t  in m a n y  c o u n t r i e s .  In s o m e  c a s e s  it  i s  apt  to have  a s h o r t -  
r u n  a d v e r s e  e f fec t  on a g r i c u l t u r a l  p r o d u c t i v i t y ,  not  n e c e s s a r i l y  a s h o r t -  
r u n  b e n e f i c i a l  e f fec t .  If the  p e a s a n t  i s  a l r e a d y  w o r k i n g  the  l and  in  a 
s m a l l  p lot ,  and a l l  you  do i s  p r o v i d e  h i m  o w n e r s h i p  w h e r e  he h a s  b e e n  
r e n t i n g - - I  d o n ' t  m e a n  c o n f i s c a t e  it and g ive  i t  to  h i m - - a n d  you  a r e  not  
c h a n g i n g  m e t h o d s ,  the  s h o r t r u n  e f f ec t  i s  apt  to be  b e n e f i c i a l .  But 
w h e r e  land  r e f o r m  d i v i d e s  up l and  tha t  w a s  w o r k e d  in l a r g e r  un i t s ,  t he  
s h o r t r u n  e f fec t  m a y  w e l l  r e d u c e  p r o d u c t i o n .  

It m a y  be  d e s i r a b l e  e v e n  in t h o s e  c a s e s  b e c a u s e  of  the  s o c i a l -  
p o l i t i c a l  e f f ec t ,  but  y o u ' v e  got to r e c o g n i z e  t he  e c o n o m i c  d i f f i cu l ty .  
But ,  in  any  c a s e ,  w h a t e v e r  the  s i t u a t i o n  i s ,  and h o w e v e r  e x t r e m e  the  
t e n s i o n  is  tha t  t h e s e  m o v e m e n t s  i n d i c a t e ,  I don ' t  s ee  any r e a s o n  to  
c l a s s i f y  i t  a s  s o m e  new c l a s s i f i c a t i o n  of s o c i a l  d e v e l o p m e n t - - n o .  

C A P T A I N  SMITH: G e n t l e m e n ,  our  t i m e  h a s  r u n  out.  Dr .  Hagen ,  
in b e h a l f  of the  C o m m a n d a n t ,  the  f a c u l t y ,  and the  s t u d e n t s ,  t h a n k  you  
v e r y  m u c h ,  s i r ,  f o r  c o m i n g  down h e r e  today .  
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