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Richard Nixon, 1972 May 28 [176] 

Radio and Television Address to the People of the 
Soviet Union. May 28, 1972 

Dobryy vecher [Good evening]: 
I deeply appreciate this opportunity 

your Government has given me to speak 
directly with the people of the Soviet 
Union, to bring you a message of friend­
ship from all the people of the United 
States and to share with you some of my 
thoughts about the relations between our 
two countries and about the way to peace 
and progress in the world. 

This is my fourth visit to the Soviet 
Union. On these visits I have gained a 
great respect for the peoples of the Soviet 
Union, for your strength, your generosity, 
your determination, for the clJversity and 
richness of your cultural heritage, for your 
many achievements. 

In the 3 years I have been in office, one 
of my principal aims has been to establish 
a better relationship between the United 
States and the Soviet Union. Our two 
countries have much in common. Most 
important of all, we have never fought 
one another in war. On the contrary, the 
memory of your soldiers and ours embrac­
ing at the Elbe, as allies, in 1945, remains 
strong in millions of hearts in both of our 
countries. It is my hope that that 
memory can serve as an inspiration for 
the renewal of Soviet-American coopera­
tion in the I 97o's. 

As great powers, we shall sometimes be 
competitors, but we need never be 
enemies. 

Thirteen years ago, when I visited your 
country as Vice President, I addressed the 
people of the Soviet Union on radio and 
television, as I am addressing you tonight. 
I said then: "Let us have peaceful com­
petition not only in producing the best 

87- :?34--74--44 

factories but in producing better lives for 
our people. 

"Let us cooperate in our exploration of 
outer space. • . . Let our aim be not vic­
tory over other peoples but the victory of 
all mankind over hunger, want, misery, 
and disease, wherever it exists in the 
world." 

In our meetings this week, we have 
begun to bring some of those hopes to 
fruition. Shortly after we arrived here on 
Monday af temoon, a brief rain fell on 
Moscow, of a kind that I am told is called 
a mushroom rain, a warm rain, with sun­
shine breaking through, that makes the 
mushrooms grow and is therefore con­
sidered a good omen. The month of May 
is early for mushrooms, but as our talks 
progressed this week, what did grow was 
even better: a far-reaching set of agree­
ments that can lead to a better life for 
both of our peoples, to a&tter chance for 
peace in the world. 

We have agreed on joint ventures in 
space. We have agreed on ways of work­
ing together to protect the environment, 
to advance health, to cooperate in science 
and technology. We have agreed on means 
of preventing incidents at sea. We have 
established a commission to expand trade 
between our two nations. 

Most important, we have taken an his­
toric first step in the limitation of nuclear 
strategic arms. This arms control agree­
ment is not for the purpose of giving 
either side an advantage over the other. 
Both of our nations are strong, each re­
spects the strength of the other, each will 
maintain the strength necessary to defend 
its independence. 

I' · 



[176] • May 28 Public Papers of the Presidents 

But in an unchecked arms race between 
two great nations, J.Jere would be no win­
ners, only losers. JJ1 setting this limitation 
together, the people of both of our nations, 
and of all nations, can be winners. If we 
continue in the spirit of serious purpose 
that has marked our discussions this week, 
these agreements can start us on a new 
road of cooperation for the benefit of our 
people, for the benefit of all peoples. 

There is an old proverb that says, "Make 
peace with man and quarrel with your 
sins." The hardships and evils that beset 
all men and all nations, these and these 
alone are what we should make war upon. 

As we look at the prospects for peace, 
we see that we have made significant 
progress at reducing the possible sources 
of direct conflict between us. But history 
tells us that great nations have often been 
dragged into war without intending it, 
by conflicts between smaller nations. As 
grea,'powers, we can and should use our 
influence to prevent this from happening. 
Our goal should be to discourage aggres­
sion in .other parts of the world and par­
ticularly among those smaller nations that 
look to us for leadership and example. 

With great power goes great respon­
sibility. When a man walks with a giant 
tread, he must be careful where he sets 
his feet. There can be true peace only 
when the weak are as safe as the strong. 
The wealthier and more powerful our own 
nations become, the more we have to lose 
from war and the threat of war, any­
where in the world. . 

Speaking for the United States, I can 
say this: We covet no one else's territory, 
we seek no dominion over any other peo­
ple, we seek the right to live in peace, not 
only for ourselves but for all the peoples 
of this earth. Our power will only be used 
to keep the peace, never to break it, only 

to defend freedom, never to destroy it. 
No nation that does not threaten its neigh­
bors has anything to fear from the United 
States. 

Soviet citizens have often asked me, 
"Does America truly want peace?" 

I believe that our actions answer that 
question far better 'than any words could 
do. If we did not want peace, we would 
not have reduced the size of our armed 
forces by a million men, by almost one­
third, during the past 3 years. If we did 
not want peace, we would not have 
worked so hard at reaching an agreement 
on the limitation of nuclear arms, at 
achieving a settlement of Berlin~ at main­
taining peace in the Middle East, at estab­
lishing better relations with the So-.iet 
Union, with the People's Republic of 
China, with other nations of the world. 

Mrs. Nixon and I feel very fortunate 
to have had the opportunity to visit the 
Soviet Union, to get to know the people 
of the Soviet Union, friendly and hos­
pitable, courageous and strong. Most 
Americans will never have a chance to 
visit the Soviet Union, and most Soviet 
citizens will never have a chance to visit 
America. Most of you know our country 
only through what you read in your news­
papers and what you hear and see on radio 
and television and motion pictures. This is 
only a part of the real America. 

I would like to take this opportunity to 
try to convey to you something of what 
America is really like, not in terms of its 
scenic beauties, its great cities, its fac­
tories, its farms, or its highways, but in 
terms of its people. 

In many ways, the people of our two 
countries are very much alike. Like the 
Soviet Union, ours is a large and diverse 
nation. Our people, like yours, are hard 
working; Like you, we Americans have a 
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strong spirit of competition, but we also 
have a great love of mwic and poetry, of 
sports, and of humor. Above all, we, like 
you, are an. open, natural, and friendly 
people. We love our country. We love our 
children. And we want for you and for 
your children the same peace and abun­
dance that we want for ourselves and for 
our children. 

We Americans are idealists. We believe 
deeply in our system of government. We 
cherish our personal liberty. We would 
fight to defend it, if necessary, as we have 
done before. But we also believe deeply 
in the right of each nation to choose its 
own system. Therefore, however much 
we like our own system for ourselves, we 
have no desire to impose it on anyone.else. 

As we conclude this week of talks, there 
are certain fundamental premises of the 
American point of view which I believe 
deserve emphasis. In conducting these 
talks, it has not been our aim to divide up 
the world into spheres of influence, to 
establish a condominium, or in any way 
to conspire together against the interests 
of any other nation. Rather we have 
sought to construct a better framework of 
understanding between our two nations, 
to make progress in our bilateral relation­
ships, to find ways of insuring that future 
frictions between us would never embroil 
our two nations, and therefore the world, 
in war. · 

While ours are both great and powerful 
nations, the world is no longer dominated 
by two mper powers. The world is a better 
and pier place because its power and re­
sourt,e$ are more widely distributed. 

Beyond this, since World War II, more 
than' 70 new nations have come into being. 
We cannot have true peace unless they, 
and all nations, can feel that they share it. 

America seeks better relations, not only 

with the Soviet Union but with all na­
tions. The only sound basis for a peaceful 
and progressive international order is 
sovereign equality and mutual respect. 
We believe in the right of each nation to 
chart its own course, to choose its own 
system, to go its own way, without inter­
ference from other nations. 

As we look to the longer term, peace de­
pends also on continued progress in the 
developing nations. Together with other 
advanced industrial countries, the United 
States and the Soviet Union share a two­
fold responsibility in this regard: on the 
one hand, to practice restraint in those 
activities, such as the supply of arms, that 
might endanger the peace of developing 
nations; and second, to assist them in their 
orderly economic and social development, 
without political interference. 

Some of you may have heard an old 
story told in Russia of a traveler who was 
walking to another village. He knew the 
way, but not the distance. Finally he 
came upon a woodsman chopping wood 
by the side of the road and he asked the 
woodsman, "How long will it take to reach 
the village?" 

The woodsman replied, 0 1 don't know." 
The traveler was angry, becawe he 

was sure the woodsman was from the vil­
lage and· therefore knew how far it was. 
And so he started off down the road again. 
After he had gone a few steps, the woods­
man called out, "Stop. It will take you 
abo 't" ut 15 mmu es. . ,,;( ,_ 

The traveler turned and demanded, 
"Why didn't you tell me that in the first 
place?" 

The woodsman replied, "Because then 
I didn't know the length of your stride." 

In our talks this week with the leaders 
of the Soviet Union, both sides have had a 
chance to measure the length of our 
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strides toward peace and security. I be­
lieve that those strides have been sub­
stantial and that now we have well begun 
the long journey which will lead us to a 
new age in the relations between our two 
countries. It is important to both of our 
peoples that we continue those strides. 

As our two countries learn to work to­
gether, our people will be able to get to 
know one another better. Greater coopera­
tion can also mean a great deal in our 
daily lives. As we learn to cooperate in 
space, in health and the environment, in 
science and technology, our cooperation 
can help sick people get well. It can help 
industries produce more consumer goods. 
It can help all of us enjoy cleaner air and 
water. It can increase our knowledge of 
the world arou.tld us. 

As we expand our trade, each of our 
countries can buy more of the other's 
goods and market more of our own. As 
we gain experience with anns control, we 
can bring closer the day when further 
agreements can lessen the arms burden of 
our two nations and lessen the threat of 
war in the world. 

Through all the pages of history, 
through all the centuries, the world's peo­
ple have struggled to be free from fear, 
whether fear of the elements or fear of 
hunger or fear of their own rulers or 
fear of their neighbon in other countries. 
And yet, time and again, people have 
vanquished the source of one fear only to 
fall prey to another. 

Let our goal now be a world free of 
fear-a world in which nation will no 
longer prey upon nation, in which human 
energies will be turned away from pro­
duction for war and toward more produc-

tion for ·peace, away from conquest and 
toward invention, development, creation; 
a world in which together we can estab­
lish that peace which is more than the 
absence of war, which enables man to pur­
sue those higher goals that the spirit yearns 
for. 

Yesterday, I laid a wreath at the ceme­
tery which commemorates the brave peo­
ple who died during the siege of Leningrad 
in World War II. At the cemetery, I saw 
the picture of a r 2-year-old girl. She was 
a beautiful child. Her name was Tanya. 
The pages of her diary tell the terrible 
story of war. In the simple words of a 
child, she wrote of the deaths of the 
members of her family: Zhen ya in Decem­
ber. Grannie in January. Leka then next. 
Then Uncle Vasya. Then Uncle Lyosha. 
Then Mama, And then the Savichevs. 
And then finally, these words, the last 
words in her diary: "All are dead. Only 

. Tanya is lefL" 
As we work toward a more peaceful 

world, let .us think of Tanya and of the 
other Tanyas and their brothers and sis­
ters everywhere. Let us do all that we can 
to insure that no other children will have 
to endure what Tanya did and that your 
children and ours, all the children of the 
world can live their full li~es together in 
friendship and in peace. 

Spasibo y do svidaniye. [Thank you and 
goodby.] . . 

NOTE: The President spoke at 8:30 p.m. in the 
Green Room at the Grand Kremlin Palace, 
Moscow. His address was broadcast live on 
radio and television in the Soviet Union and 
simultaneously, via satellite, in the United 
States. 

The President spoke from a prepared text . . 
An advance text of his address was released on 
the same day. 

i - · I 
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INFORMATION CN c:rvn:.IM CASUALTIES FR)M OOCUMENI'ATION 

ON WORID WAR l AND WORID WAR 2 

Corp:>ratian for Entertainment & I.earning 
I> • 

A Walle Through The 20th Century With Bill M:>yers 

Shew il03 · "The Anning Of The F.arth" 

''By World War 1 we had 8 million military but 1.3 million civilians 

died, in World War 1. N:M by World War 2 we had approxinately 16. 9 

million militai:y casualties but we had 34 million civilians who were 

killed. For the first tine in the hist01:y of nod.em warfam we had 

alnost twice as many civilians killed as military casualties. The 

projection for World War 3 if it were ever fought"; we' re talking app­

roximately · 253 million people in a nuclear type scenario, arrl that 

would mean over 90% of the casual. ties wculd be civilians." 



1EI' Salvador Pavs· 
Tenorism's Price 
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In gaining freedom for a daughter 
kidnapped by leftist guerrillas, El Sal­
vador's President Jose Napoleon 
Duarte ended a 44-day personal crisis 
but · stuck his government with a far 
more troubling challenge. To win re-

napped civic officials-including 23 
mayors whose release Duarte previous­
ly had refused to bargain for. 

Duarte's daughter and her friend 
were seized by leftist gunmen outside 
a private university in San Salvador on 
September 10. When she returned 
home safely on October 24, Duarte 
said: "I think you all understand how 
happy I am after more than 40 days of 
carrying on my shoulders the gigantic 
weight of the struggle between the fa­
ther and the head of state." 

Y~t he found himself carrying a new 
burden. Senior Army officers, frustrated 
by the suspension of military operations 
during the delicate negotiations,. were 
questioning the wisdom of trading high­
ranking guerrillas-all but two of whom 
went straight back to the jungle-for 

_ ..... -,;,.u:-.:-.~ - civilian VIP's. Within a day after the 
-l"Wiit'~~!IM'' trade, gunmen fired on the entrances to 

ou.tes greet daughter treed by rebelL 

lease of Ines Duarte Duran, 35, and her 
friend Ana Cecilia Villeda, 23, the Sal­
vadoran leader traded 22 imprisoned 
guerrilla leaders and gave safe passage 
out of the country to 96 other Marxist 
rebels wounded during the six-year 
civil war. The leftists also freed 33 kid-

Duarte's office. 
Fears grew that the episode would 

lead to more kidnappings and more 
leftist demands. "What else are we go­
ing to hand over if other similar acts 
present themselves?" asked the right­
wing Nationalist Republican Alliance. 

Ordinary people-many of whom 
had seen lesser notables abducted 
without government action-faulted 
the President for his obsession with the 
crisis and for sending other members 
of his family to safety in Miami and 
:'.'llew York. In the end, the prisoner 
swap served as another reminder that 
in El Salvador victories and defeats are 
often hard to tell apart. D 

(5 Current Q~otes ---------~ 

"What the hell do you mean 
'Imperialist nation'? We have a 
5,000-mile border with them, and 
for 172 years there hasn't been a 
shot fired in anger." 
Canadian Prime Minister Brian Mulroney, 

peating what he told an unnamed 
oreign leader who cnticized the U.S. 

"The chaos of the llablllty system is 
about to bring a collapse of the 
entire judlclal system." 
Or. Richard McMurray, president of the 
Michigan State Medical Society, after 
12,000 marched in Lansing demanding 
curbS on malpractice lawsuits. 

"Dear Tom: Sorry you have to find 
me this way. I'm sorry for all the 
pain and trouble I've caused. Dan." 
Former San Francisco SupeMSOr Dan 
White-who served five years in pnson for 
killing Mayor George Moscone and 
Supervisor Harvey MU~n a suicide note 
to his brother. 

.... 

"'There are some who find it In their 
interests to report that the 
Philippines are about to go down. 
We are not another South 
Vietnam." 
President Ferdinand Marcos, declaring 
that his forces are winning against a 
Communist insurgency. 

"If he wants to Inherit a united 
kingdom, he should remember that 
politics la this side of the barrier­
and royalty Is on the other." 
Tory partiamentarian Anthony Beaumont­
Jark. cnticizing Prince Charles for 
commenting on racial stnfe in Britain. 

"Who's going to wake up the 
rooster that's going to wake up the 
farmer?" 
Representative Thomas Hartnett (R-S.C.), 
Jpposang a House bill that would extend . 
daylight-saving time by four additional l 
weeks beginning next year. ' gg 

U.S. ~$212 Billion 
Deeper in the Hole 

As Congress and the White House 
continued to feud over ways to drain the 
swamp of red ink that engulfs the feder­
al government, the final tally for fiscal 
year 1985 revealed the biggest deficit in 
U.S. history-212 billion dollars. 

The lreasury Department's annual 
report, issued October 25, showed the 
deficit for the budget year that ended 
September 30 easily outstripped the 
previous record of 208 billion dollars 
set in recession-plagued 1983. 

It was the 16th vear in a row that 
Uncle Sam spent more money than he 
took in-and the accounting brought 
the combined deficits for President 
Reagan ·s tenure to 812 billion dollars-­
equal to the total of all previous federal 
debt accumulated from 1789 to 1979. 

One key factor in 1985's massive def­
icit was a surge in interest payments to 
carry a national debt that now comes 
to 1.823 trillion dollars. The interest 
alone amounted to 178.9 billion dollars 
in fiscal 198&-up 12.7 percent from a 
year earlier-eating up 18.9 percent of 
all federal spending. 

Other totals in the Treasurv·s final 
report for the year: ' 

• Government spending totaled 
945.9 billion dollars. up 11 percent 
from 1984. This compares with a 5.4 
percent rise in 1984. 8.4 percent in 
1983 and 10 percent in 1982. Tax re­
ceipts climbed by 10.1 percent to 734 
billion dollars. 

• Total federal outlavs as a share of 
gross national product ·were 24.7 per· 
cent, up from last year·s 23.8 percent­
and the second highest since World 
War II. 

• Defense spending climbed 10.6 
percent to 251.5 billion dollars, or 26.7 
percent of all federal outlays. 0 
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The outlook 

Macroeconomic policies 
and concerns 

Achieving Durable Growth 
Activity has been rising at an annual rate of -4 to 5 per cent in the OECD area as a 

whole, and employment is also increasing. Inflation has picked up slightly since the turn of 
the year. The growth of output is expected to slow significantly in the period ahead, 
proceeding at 2 ½ to 3 per cent rates for the next eighteen months. Employment growth 
may also decelerate to a rate similar to that of the labour force, thereby stabilising 
unemployment in the OECD area around its current rate of 8 ½ per cent. Inflation is 
expected to remain close to its present 5 per cent rate. 

Within the OECD economy, recent trends in activity, employment and inflation have 
been diverse, but some convergence is forecast. Real growth In the United States has been 
strong/or a year and a half; slower growth is expected from now OIL The growth of output 
in Japan rose toa 5 percent aMual rate late in 1983, but is expected to decelerate slightly. 
Real GNP in Europe, which was growing at a 2 per cent rate in the second half of 1983, is 
expected to rise at 2 to 2 ½ per cent rates from now OIL Projected Jabour market 
developments reflect these trends: employment is forecast to continue growing in the 
United States, though unemployment may not decline significantly further from its 
present 7 ½ per cent rate. Japanese unemployment may also show Jillie change. In 
Europe, employment growth seems u!'likely to be sufficiently strong to prevent further, 
albeit modest, increases in numbers unemployed. Some convergence in inflation rates is 
forecast, with a slight increase in the United States and Japan being accompanied by 
further falls in Europe. (For further details, see Main Features of the Projections, and 
subsequent sections.) World trade volume is estimated to have grown by 2 per cent in 
1983, at least half of this being accounted for by the rise in U.S. imports; growth in the 
range 5 to 6 per cent is projected from now OIL Expandi,lg activity within the OECD area 
and continuing restraint on spending outside the area are likely to lead to a widening in the 
combined current account deficit of OECD countries to around $50 billion this year and 
next. As between OECD countries, a major increase is forecast in the deficit of the United 
States, to over $100 billion by 1985; the Japanese surplus is likely to widen substantially, 
while a number of other Member countries may see some increase in their surpluses or • 
reduction in their deficits. 

Such is the outlook on present policies. With recovery under way in most countries, 
this is the stage to ensure that policy gives recovery the best chance of consolidating and 
helps bring unemployment down. This will include policy action to improve the structure 
of OECD economies, thereby reducing their inflation proneness and enhancing their 
medium-term flexibility and growth potential. Meanwhile, it is necessary to minimise 
the likelihood of disturbances, and to increase resilience to any that might nevertheless 
occur. 

An acceleration of inflation would present a serious risk to sustained recovery. In 
view of the persistent slack in labour markets, and given continuing cautious monetary 
policy, an early resurgence of wage pr~ures is not forecast for most countries. There 
could be further reconstitution of profil, a development to be welcomed in itself; but this 
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would seem unlikely to present a serious inflation threat. In product markets the 
inflation outlook will depend importantly upon the extent of unused, yet usable, 
capacity, and this is something of a conundrum. OECD gross investment as a share of 
GNP has held up well over the period of slow growth. Yet this may reflect an increase in 
replacement or rationalisation investment following a period of large relative price 
changes, rather than a net addition to capacity. That would be consistent with surveys of 
capacity utilisation, which in many countries show only modest margins of economi­
cally-viable spare capacity in relation to high unemployment rates. In some countries, 
furthermore, capacity utilisation rates in manufacturing arc rising quite rapidly despite 
only moderate output growth, suggesting that capacity is not expanding vcry\quickly. 
Such factors may underlie recent downward revisions in the rate of growth of productive 
potential for many countries, particularly in Europe, although the cvidcn~ is not 
conclusive. In the absence of solid information, a reasonable judgement may be that over 
the next year or two existing margins of spare capacity might permit 3 to 4 per cent 
growth in Europe, around 4 per cent growth in the United States and 4 to S per cent 
growth in Japan without encountering widespread,. bottlenecks liable to ·aggravate 
domestic inflation. For such growth rates to be sustainable further ahead than that, 
however, rates of net capital formation might need to be significantly higher than 
currently foreseen. 

Monetary policy is critical in maintaining conditions for sustainable non­
inflationary growth. In the early stages of past recoveries, monetary growth has often 
been unwisely stimulative (sec section on Monetary Policy). Eventual credit crunches 
have then often resulted from delay in restraining money growth until external or · 
inflationary pressures had mounted unsustainably. It is important to avoid repeating 
such a go-stop cycle. This means maintaining monetary control in the face of 
strengthening demand- even though the implication might be a rise in interest rates. It 
also, and symmetrically, means sustaining money growth if demand weakens, thereby 
allowing interest rates to fall. The present stance of monetary policy is cautious in most 
countries, and some have slightly reduced target ranges for their chosen aggregates. 

Many countries face a continuing problem in containing the growth and modifying 
the structure of public expenditure. The rapid growth of various categories, including 
many items of social expenditure, led to the situation where public sector deficits 
became an overriding problem, despite increases in the tax burden and reductions in 
public sector investment. It is only now that, in a number of countries, budgetary 
stabilisation has proceeded to the point where actual budget deficits arc starting to 
narrow and ratios of government debt to GNP level out. In other economics, however, 
projected deficits continue, yielding persistently increasing debt/GNP ratios for some 
time to come. And almost everywhere rising public debt interest obligations exacerbate 
the public spending problem. Hence the need to restrain current government 
expenditure in many countries remains, all the more so given the desire actually to lower 
tax burdens and to make appropriate room for investment, both public and private. 

In the United StateR the budget deficit has supported recovery. and strong 
economic ~rf ormance there is contributing to recovery ip the rest of the world. The 
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Towards better 
global balance 

present level of general government indebtedness · is not excessive, at least by 
international standards. But on presently-legislated policies the U.S. general govern­
ment deficit - defined to include state and local, as well as Federal - is likely to rise in 
relation to GNP, with a progressively larger structural component. As an economy 
moves towards the peak of the cycle, it is generally appropriate for the fiscal position to 
move towards surplus, as tax receipts accelerate, cyclically-related payments reach their 
trough, and the private sector (particularly the corporate sector) borrows substantially 
to finance investment. Such a swing may permit the · reduction of outstanding 
government debt, and leave government finances such that some automatic support to 
activity can be accepted, should activity weaken later. But on presently-enacted policies 
the U.S. structural deficit is set to widen further, bringing the total swing towards deficit 
between 1981 and 1985 to 3 percentage points of GNP. It is important that these large 
deficits be checked before they produce troubling levels of cumulative indebtedness and 
unwelcome pressures in capital markets. The U.S. Administration is in the process of 
gaining legislative approval for a "down payment" as a start to reducing the Federal 
budget deficit, and is considering ways of making further reductions in it. 

There is a widespread perception that, unless convincing action is taken, the mix of 
fiscal and monetary policy in the United States will continue to imply high or even still 
higher real interest rates there, that the current account deficit will grow markedly and 
to unsustainable levels, and that additional interest rate payments on foreign debt will 
be a growing clement in that deficit. Some of these future developments, particularly as 
regards interest rates, may have been brought forward to the present as a result of 
anticipation by economic agents. It is difficult to predict how these tensions wilJ be 
resolved and what their implications for economic performance may be; and even more 
difficult to predict the timing of possible developments. (For a further discussion of the 
uncertainties and risks in the situation, see the relevant sections in Main Features of the 
Projections and International Monetary Developments.) 

Some adjustments arc occurring internationally to the present macroeconomic 
imbalances. The U.S. recovery, with its rapid import growth, is stimulating export and 
GNP growth elsewhere. At the same time high interest rates in the United States, in 
conjunction with other factors, have been a strong encouragement to capital inflows, 
pushing up the dollar. The consequent loss of international competitiveness, together 
with the strong import demand resulting from the recovery, have produced the matching 
large deficit on the current account of the balance of payments. A number of developing 
countries are among those experiencing concomitant strong export growth. This has 
served to reinforce the improvement in the current account already under way in a 
number of heavily-indebted countries as a result of import restraint. However, those 
with a large stock of foreign debt arc also importantly aff ectcd by recent increases in 
interest rates. 

Domestic and international financial markets have been showing signs of tension, 
for various reasons. As to the international debt problem, it is appropriate to continue to 
develop the present strategy, involving go~rnments of debtor countries, private banks, 
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datelined April 6, more than 450 clergy­
men throughout the country had joined 
Mazur in bis fut, which began March 
27. 

In a pastoral leller read from every 
pulpit in Poland April I, the nation's bish• 
ops affirmed the importance or the cross in 
Polish culture and history and renewed an 
appeal that the crucifixes be allowed to 
remain. 

The letter followed a declaration of sup­
port for the protesters by Pope John Paul 
II. "These words touch upon a very painful 
iuue," the Polish-born pontiff March 21 
told a crowd of 30,000 worshippers at the 
Vatican. "I would like to cxpreu my ~ 
found solidarity with the pn:occupation of 
the episcopate and the entire society of 
believers or our native land. Catholic soci­
ety wants crosses in the places where young 
people an: educated." 0 

•- llelN .., DaJ ..._., Lech 
Walcaa, founder of the outlawed lillllillilitJ 
trade union federation, and thousands or 
supporters May I slipped into an official 
parade in Gdansk marking the May Day 
holida~ honoring workers. [See 1983, p. 
321EIJ 

AB be marched past the official review­
ing stand, Walesa ftashed the "V" sign or 
resistance, while bis supporters unfurled 
Solidarity banners and shouted Solidarity 
slogans before being dispersed by riot 
police. 

Despite a heavy police presence 
throughout the country and repeated gov­
ernment warnings against protests, street 
clashes were n:('Orted in Warsaw, C:r.esto­
chowa, Szczecm, Wroclaw and Nowa 
Huta. However, antigovernment demon­
strations were reported to have drawn 
fewer participants than in 1983. 

Government spokesman Jerzy Urban 
described the antigovernment protests as 
"pitiful." He estimated that eight million 
Poles had joined ~overnment-sponsored 
marches, in "a beautiful demonstration for 
stabilization_ and socialist development in 
Poland." 

An estimated 6,000 protesters May 3 
sta~ a brief pro-Solidarity rally in War­
saw marking the anniversary of the demo­
cratic constitution promulgated in 1791. 
The crowd was dispersed by riot police, 
who were reported deployed in force. 
throughout the country. D 

11 Prl1oner1 R1lu11 RIIHII Oller. 
Seven leaders of the outlawed Solidarity 
trade union- federation and four former 
members of the Committee for Social Self­
Defense (11:0R), who had served as advisers 
to Solidarity, May 12 rejected a govern­
meat offer to release them from prison in 
return for certain concessio111. The dissi­
dents were being held without trial on 
charges of conspiracy to overthrow the 
government. [See p. 18702] 

The prisoners rejected what was de­
scribed as a "final" government offer majle 
~-• the intermediary of the a,.-w 

~ • No detail, of the_ pro-
posal wen: revealed, but diS!ident sources 
said the prisoners bad refused to accept 
anything short or an unconditional re­
lcaoc. 

The government n:portedl)'. had come to 
regard the prisonen u a political liability 
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and bad begun io 1983 to explore ways or 
avoiding the potential embarrasament or 
bringing them to trial. Negotiati0111 had 
been conducted through the church and 
the United Nations. 

The government had originally 1011gbt to 
persuade the prisoners to emigrate to the 
West u a condition or their release. Mon: 
recently, the authorities had tried to con­
vince the 11 to plead guilty in court, pledge 
to refrain from political activity for two 
years or accept temporary exile in 
exchange for their release. 

The imprisoned Solidarity leaders wen: 
Andrzcj Gwiazda, Scwcryn Jaworski, 
Marian Jurczyk, Karol Modzelewski, 
Grzcgorz Palka, Jan Rulcwski and An­
drzcj Rozplocbowski. The KOR former 
members were Jacek Kuron, Adam Mich­
ni k, Hcnryk Wujcc and Zbigniew 
Romaszcwslti. The case of a fifth 11:0R 
former member, Jan Josef Lipski, had 
been separated from the others because of 
his ill health. [Sec 1983, p. I 83D3; 1982, 
pp. 96SC2, 754B1, 660F2] 

In other developments: 
• The trial of two policemen, two doctors 
and two ambulance attendants charged in 
connection with the 1983 death of Grzc­
gorz Przcmyk opened May 31 in Warsaw. 
The six had been indicted May 7 on 
charges of "taking part in a brawl which 
endangers the life or health of another." 
Przcmyk's mother; Barbara Sadowska, 
who attended the first day of the trial, 
accused the autboritica of covering up 
~lice involvement in the fatal beating. 
[See p. 187F2-D3) 
• Fifteen people bad been detained in a 
raid on an underground printing operation, 
the official press reported June 6. 
• Marek Nowakowslti, a dissident writer 
who supported the outlawed Solidarity 
trad~• union, had been arrested in Warsaw, 
it was reported March 10. Nowakowski 
was under investigation for "cooperation 
with pcrsons_who represent Western orga­
nizauons conducting activity harmful to 
the interests of the Polish state," according 
to the official press agency, PAP. 

• Maciej SzczcP";nski, chief or Poland's 
radio and tclevJSion . under disgraced 
former Communist Party leader Edward 
_Gierck, Jan. 13 was sentenced to eight 
yean in prison and fined S 12,000 on cor­
ruption charges following a two-year trial. 
Szcz.cpanski's top aide, Eugcniusz Patyk, 
received a scvcn-1ear prison term and a­
$28,000 fine. Zb1Jnicw Liszyk, a senior 
broadcasting official under Szczepanski, 
was sentenced to 20 months in jail and 
fined S7,800. [Sce--1982, p. ~CJ] 0 

Cornrnerclel Debt RHohedullng Set. 
Representatives of more than 500 Western 
creditor banks announced April 26 that 
they bad agreed to reschedule SI. 7 billion, 
or 95% of Poland's Western commerdal 
debt due between 1984 and 1987. [Sc~ 
1983, p. 997F2] 

Details of the agreement wen: not offi­
cially released, but banking sources dis­
closed that the debt would hc rescheduled 
over HI-years, with a five-year grace peri­
od. The sources said the banks bad agreed 
to provide an estimated $600 million- S800 
million in new and renewed trade credits 

and would allow Poland to defer some 
interest payments. 

Tbe interest on the rescheduled debt 
according to the sources, had been set ai 
1.75 percentage points above the London 
interbank offered rate, currently at 
11 .25%. In addition, Poland reportedly bad 
agreed to pay a fee or 1% or the total 
amount rescheduled . 

The latest accord completed the resche­
duling of Poland's medium-term commer­
cial debt. The agreement followed a series 
of annual rescheduling accords that began 
in 1981. Repayments of debt rescheduled 
in 1981 were due to begin in 1986. O 

Spain 
NA TO, U.S. a.,.. Prot11led. An esti­

mated 100,000 demonstrators in Madrid 
June 3 protested continued Spanish mem­
bership in the North Atlantic Treaty Or­
ganization and U.S. miliwy bases in 
Spain. Organizers said the rally waa the 
largest of several to be held against the 
pro-Wcatern defense policy of the Socialist 
government. 

Demonstrators June 3 called for an 
immediate, clearly worded and binding 
referendum on NATO membcnbip and for 
the rejection of the U.S. military bases. 
They also urged the government to declare 
a neutralist foreign and defense policy. 

Spain had joined NATO in May 1982. 
However, u IOOD as the Socialists took 
office in December or that year, they 
pledged to reexamine Spain's NATO mem­
bership. ]See 1982, pp. 90081, 409DIJ 

The four U.S. military bucs bad been 
established as part of a treaty signed in 
1953 by U.S. President Dwight D. Eisen­
hower and Spain's Gen. Franci,co Franco. 
Before the Socialists took power, the Span­
ish govcrnmcnr and the U.S. in July 1982 
had signed a new five-year agreement 
~rmitting the bases to be maintained. 
[Sec 1983, p. 152E2; 1982, p. 554C3] 

Although the Socialist Party did not 
endorse the demonstration, its youth wing 
and the powerful Socialist labor organiza­
tion, Union- General de Trabajadorcs, sup­
ported the protest. 

Premier Felipe Gonzalez June 3 issued a 
_ strong statement indicating that the 
Socialists did not intend to adopt a neutral­
ist .policy in the future 1llld that they 
remained committed to Western defense: 

The Socialist government reportcilly 
was divided over the issue of continued 
NATO membership. Those supporting 
membership wen: said to argue that with­
drawal from the Atlantic alliance was not 
feasible if Spain wanted approval for its 
bid to join the European Community. [See 
p. 19702] 

In visits to Spain in May, West German 
Chancellor Helmut Kohl and Italian Pre­
mier Bettino Craxi were said to have 
stressed the necessity of Spanish coopera­
tion in both European defense and eco­
nomic matters. Kohl, wllose gayeromcnt 
strongly supported Spain's admission to 
the ec, said that it would be "unthinkable" 
for Spain to witlidraw from NATO. •-
Sweden 

Volvo, e.«lo, W-1111,ve Swep SlakN. -
AB Volvo and AB Cardo had agreed to 
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National Warning Strike Called in Poland; -
Warsaw Pact Forces Extend Maneuvers 

Government, Union Negotiation, Fall. for calm until a thorough assessmenf could 
! Last-minute talks to avert a four-hour be made. 

national warning strike were called off On March 20, local Solidarity chapters 
March 26 in the wake of increasing in Bydgoszcz, Torun, Grudziadz and 
tensions between Polish _authorities and Wloclawek staged two-hour strikes. More 
Solidarity, the country's independent labor than 500,000 workers were reportedly 
federation. Warsaw Pact military exercises · involved in the actions. The national 
in the country were extended the same day. - commission of the union group ordered a 
[Sec p. 150D2] halt to alf talks with the authorities and 

I .... 

Both sides were consulting among them- called on all chapters to be ready for a 
selves, according to the brief announce- large strike within several days. 
ment reporting cancellation of the latest Walesa demanded that the authorities 
round in a series of intermittent talks punish those responsible for the Bydgoszcz 
aimed at averting the warning action, attack. Union officials said they believed 
which was to be followed in several days by that the action might - not have been 
a general strike. The latest confrontation orde-red by the national government and 
had been brought on..by the forciblc.disrup- added that they were willing to gTve 
tion of a union protest the week before. Premier Wojcicch Jaruzclsld "the-benefit 

The · labor situation in Poland had of the doubt." 
-appeared relative!{ calm after the settle- Deputy Premier Mieczyslaw Rakowski -

ment March 10-o a dispute in Lodz. sent a commission to Bydgoszcz to investi-
Even though authori_t1es March 12 had gate. The commission reported March 21 

briefly detained Adam Michnik, a leading that it found no fault with the policemen's 
- dissident, the authorities and the unionists actions. It said that they had acted "deci­

had managed to defuse a potential strike in sively but not brutally" while clearing the 
Radom, the site of worker-government hall. 
clashes in 1976. [Sec p. 150B3; l 97f,, p. The report left open the question of who 
543C3) was responsible for beating the protes-

After several days of threats and vacilla- tors. 
tion on both sides, Solidarity March 16 Rako~ki and Walesa met March 22 for 
called. off plans for a series of work stop- five hours of inconclusive talks. A commu~ 
pages in the industrial city, ~O miles (96 nique issued after the meeting said that the 
kilometers) south of Warsaw. - _ talks had been "suspended" and would 

The unions' demand for the resignations · resume several days later. -
of regional governor Roman Mackowski Walesa su~fully _appealed _to work~rs 
and Janusz Prokopiak, the-leader of the to postpone the nal1onl!} strike- ~ct1on 
area's Communist_ Party branch, was _ -contemplated for that _day_. He h~d re~rt­
a:cceptcd. The government also agreed to cdly threatened to -res1g~ 1f any Job action. 
have _ a five-man delegation discuss the were held. . - - . 
local union group's other grievances, which Another government _commissfon-... 
included an investigation into the -1976 headed .by Justice- Minister Jerzy Bafia, -
Radom riots. _ arrived rn Bydgoszcz to investigate the 

Meanwhile, farmers staged a sit-io in incident there. · 
the rural city of Bydgoszcz. They occupied - Tllo Roman Catholic Cluirqi ~ed a 
the local headquarters of an official agri- statement March -22 that warned the 
cultural group to demand recognition of government not to condone "irresponsible 
their own independent organization, Rural acts by the security services." The state­
Solidarity. [Sec p. l l 5C I] · ment, issued in the name of Stefan Cardi-

Police use Force on Farm•r•-On nal Wyszynski, urged the authorities to 
M h 19 · t 1- · B d respect "the moral and physical inviolabil-

arc no po ,icemen m . y ~oszcz ity of citizens." -
broke up a farmers demonstration m the _ - The statement also warned the populace 
chambers o( the l~~I assembly. The farm- . that their demands required "time and 
ers had been 1~v1ted to addre:ss the patience" to be realized. 
Bydgoszcz council_ but were ultimately The Communist Party Politburo held an 
b~rred from speakmg. Som~ of the more emergenc session the same day and 
~1htant farmers, plus <:Crtam l_ocal coun- warned that the "country faces serious 
c11lo~s w~o sympathized with them, danger." The party statement accused the 
remamed m the chambers after the meet- unions of taking political action and of 
mg to draw ~p a protest. . . trying to spread unrest and distrust. 

Local pohce entered t~e butldmg a~d The statement charged that the Byd-
gave the protestors 15 mmutes. to leave. goszcz protest was "a visible violation of 
When they refused to go, the pohce report- the law." It said that the farmers and 
edly attacked.sever~! ~f them and dragged unionists had planned a sit-in at the local 
them out of the butldmg. [S!=C p. I_ 4C I J assembly hall. 

Three of the protestors, mcludmg Jan 
Ru~ews

1
ki,. t~eedloc_al Sob lidaritky head, were p!!iltfllll ifJf h .. S iT'd .... t t-:-A I two-d~y 

serious y mJur m t e attac . mee mg o t e o I an y na 1ona comm1s-
The police action, the first major use of sion ended March 24 with a call for a 

force in the eight months of labor unrest in national warning strike on March 27 and 
~ediately prompted several an indefinite general strike four days later 
~apters throughout the country if no settlement were reached with the 
to issue str1ke alerts. However, Lech Wale- authorities on a broad range of issues. 
sa, the union group's national chairman, The Solidarity · demands included p~n­
and other union leaders issued an appeal ishment of the Bydgoszcz area officials 
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responsible for the attack, the formal 
recognition of Rural Solidarity, the guar­
antee of unobstructed actions for the labor 
movement, increased access to the national 
news media and the end to prosecution of 
political prisoners who had supported the 
union. 

In addition, they demanded the end of 
ha~ for strikers and a halt to all 
pr, ings against dissidents for actions 
between 1976 and 1980 "even if their 
activities constituted offenses in the light 
of then-existing laws." 

The two-day meeting had been heated, 
with Walesa walking out at one point in a 
dispute over the strike timetable. In the 
end, his plan for the provisional warning 
strike and the following general action 
were accepted. 

The unions also authorized Walesa to 
head a 10-man crisis committee to oversee 
the national strike actions from a com­
mand post inside the Lenin Shipyards in 
Gdansk. The shipyards had been the center 
of the labor unrest in August 1980. 
- Stanislaw Kania,-the leader of the coun­
try's Communist Party, replied immedi­
ately to the unions' announcement. He 
called the strike appeal "an invitation to 
self-annihilation." 

Kania ·emphasized the country's failing 
· economy and political polarization, calling 
the situation "the most dangerous since 
August." 

ReprCSCJ!.tatives of the unions and the 
authorities met for 90 minutes March 25 
but ~ere unable to make any progress. The 
meeting reportedly broke up because the 
government negoJiators, led by Deputy 
Premier. Rakowski, had no response to the 

- union demands that had legal ramifica­
tions. The talks were rescheduled for-1he 
next day. _ 
. Walesa said the talks had been post­
poned because Justice Minister- Jerzy 
Bafia was not prepared to answer the 
unions' claims. 

The government side responded, saying 
the union demands were irresponsible and 
had been presented in the form of an 
ultimatum. 

MIHtary Exercl .. • Extended-An offi- sanctions against South Africa would 
cial East German statement March 26 said achieve the end of "the evil system of 
that Warsaw Pact military exercises in apartheid" there, which he charged was 
Poland, East Germany, Czechoslovakia practiced with Western "collusion and 
and the Soviet Union had been extended encouragement." 
for "several more days." [See p. 15182] He believed also that only a hard line 

The maneuvers, which Polish newspa- would force the South Africans to grant 
pers reported March 18 had begun, were independence to the disputed territory of 
code-named "Unity '81." Described as Namibia (South-West Africa). 
staff exercises, they reportedly involved Speaking of Angola, Shagari warned the 
fewer than 25,000 troops, which was the U.S. not to "sup~rt rebels in a sovereign 
minimum level set by the 1975 Helsinki African nation.' The president said it 
accords on European security for 21-day would be "extremely serious." 
notificat_ion and opportunity for foreign He did not specify any possible Nigerian 
military observation. retaliation. However, observers recalled 

Western military experts initially said that Nigeria, the largest exporter of oil to 
that the exercises were designed to demon- the U.S. after Saudi Arabia, had national­
strate that the Polish army was under the ized British oil interests in August 1979 
full command of the Soviet-led alliance. when it appeared the United Kingdom 

Reagan W•m• Soviet• on Intervention- government contemplated lifting trade 
U.S. President Ronald Reagan March 26 sanctions against South Africa and the 
warned the Soviet Union that any interven- then-white-led government of Rhodesia. 
tion in Poland or any internal measures [See 1979, P· 545A2] 
.. · ed h .. Prime Minister Mugabe also warned the 

aim at suppressing the Polis people U.S._not to back the Angolan anti-Marxist 
would have a "grave effect on the whole 
course of East-West relations." [See p. rebels of UNITA (National Union for the 
48A2] Total Independence of Angola). 

Reagan's warning, the first by the Pres- Mugabe, speaking in Salisbury March 
ident on the Polish situation, coupled the 19, said U.S. support of the UNITA rebels 
stem signal with the promise of continued led by Jon~~ Savimbi would be "extremely 
economic support to the Poles so long as "a repugnant. . . . _ 
peaceful solution to their problell)s through ~e also saut it was time for t~e U.S .. to 
negotiations" .was sought. [See p. 1459 2] . - ~ec1de whet.her to suppo~t guerrillas tram-

The heightened U.S. concern was mg to fi~ht m South Africa.or to ~ck that 
prompted by the announcement of the _countrr s government aga!nst us. . 
extension of the Warsaw Pact maneuvers. Pre~1dent Stevens, !Deetmg_ Mugabe m 
One American official said that the Soviets th~ Zimbabwea~. capi~al the d~>: bef~re, 
and their allies "have the infrastructure to said that the Reagan adm~mstrat1on 
move into Poland very, very quickly." ap~ars to. be ben,! on supporting South 

- Another official said. that •~all signs are Africa -at all costs. . _ -
bad" in· the situation in Poland. . St~vens, the ! 981 cha_1rman_ of the Orga-

The White House statement was similar mzat1on of Af~1can Umty, said March 18 
to warnings issued in December by the that he .. ha_d written Reagan a letter ~hat_he 
Carter administration. U.S. officials be- ho~ -w1l~ haye soi_ne effect on their fin~I 
lieved the December warnings, made when d~~s1on on their pohcy toward South Afn­
the Soviets had first increased their troop ca. 
strength around Poland, had helped --------------• 
prevent a Warsaw Pact invasion then. [See &f ® 
1980, pp. 949A), 929Al] • FACTS • N FLE 
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The Polish state radio reported March Leaders Score Reagan Polleles. The 
25 that there was only enough food left in leaders of several important African 
the country for 12 days. Coffee, cheese, nations had begun to criticize the Reagan 
butter and other supplies were added to the administration's emerging .African poli­
list of rationed food items. [See p. cies. [Seep. 180F2] 

Managing Edltot: Stephen Orlofeky -

145D3) - · - Nigerian President Shehu Shagari and 
The talks failed to resume March 26, Ill Zimbabwe's prime.minister: Robert Mu­

the initiative of the government. However, gabe, openly criticized the apparent lean­
Premier Jaruzelski met with Cardinal _ ings of the new administration toward 
Wyszynski i~- a last-;minute ~ttempt to -~ut~ Africa. They also scored the admin­
avert the national strike-warning threat- 1strat1on's efforts to repeal legislation that -

. ened for the next day. prevented the U.S. from aiding pro-West-
An official statement said simply that ern guerrillas in Angola. -

the church and government heads had met Other African leaders, including Mo­
to discuss ways of overcoming social zambique's Samora Machel and Sierra 
tension and halting strikes. . Leone President Siaka Stevens also criti-

Mea_nwhile, the union leadership vowed cized the Reagan approach. In addition, 
that the warning strike would_talce p1ace as both government-run and independent 
scheduled. Workers were told to prepare to newspapers in several east African coun-
occupy factories. - tries had joined in the condemnation. 

Western television networks, preparing President Shagari, in London for a state 
to cover the strike, were told early in the visit, said March 20 he would give Reagan­
morning of the planned day that they "the benefit of the doubt" until the U.S. 
would not be able to use Polish facilities in completed its review of policy toward 
transmitting reports from Warsaw. The South Africa.- However, he warned that 
ban was not explained. Nigeria believed that only tough economic 
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THE URGENCy__QE-.lN.lER.NA.TLONAL TAX RELIEF _.---w--•------• •• -------------••-•~---

By Alan Reynolds 

A detailed comparison of 24 industrial and semi-industrial countries reveals 
that all but 4 have experienced dramatic bracket. creep since 1979. Those 
with the highest tax rates at the lowest incomes share the following 
characteristics: 

• Imports have fallen since 1980. 

• Capital formation has fallen for a decade. 

• A shrinking percentage of men are either working or seeking work. 

• Economic growth has been anemic since 1977-79, and mainly 
consisted of government consumption. 

• Currencies are weak against the dollar and yen. 

• Government deficits are huge and chronic and (unlike the U.S.) 
national debt has risen faster than GNP. 

Contrasts ht.tween 38 less-developed countries are even more striking. 
Fourteen with low and falling tax rates experienced 6.5% annual economic 
growth in 1980-83, while the 3 highest-taxed countries in four regions saw 
real GDP shrink by 1.4% a year-. India, China, Singapore, and Botswana 
are among the supply-side success stories, while Jamaica, Peru, Costa Rica 
and the'-Philippines are being taxed into oblivion. 

April 22, 1985 

POL YCONOMICS, INC. 
Political and Economic Communications 

.. · . .-... ':, 
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THE URGENCY OF INTERNATIONAL TAX RELIEF 

The trade problem is not bilateral but global, not between the U.S. and Japan but between such 
successful economies and all others. There is not enough trade-the world cannot export more than 
it imports. The volume and price of world trade remains severely depressed-inadequate to generate 
export earnings to service international debts. Weak. overtaxed economies of Europe, Latin America 
and Africa have slashed imports and become disproportionately dependent on the imports of the 
United States, Japan and other low-tax Asian countries. 

The problem for U.S. exporters is not relative but absolute-their share of markets outside the U.S. 
is rising, but those markets are contracting. Trading industries that are distressed within the United 
States are the same industries that are depressed abroad. The U.S. share of world exports rose from 
12.1% in 1980 to 12.8% in 1984, and from 18.3% to 19.7% in manufactured goods. 1 U.S. exports 
of manufactured goods were up 12% in the year ending in January, and up 10% in sales to Japan 
in fiscal 1984. 

Table 1 shows the laggards in world imports have something in common-they are all high-tax 
countries. Most of Europe and the LDCs cannot afford to import because they have taxed themselves 
into stagnation and debt. By_contrast, Japan's imports rose 7.5% last year. or $10 billion. The lower­
taxed Asian countries, such as Hong Kong, China. Singapore and South Korea, have been even more 
vigorous importers. 

Table, 1 
Change in World Imports 

1980-J 964 Ill 
(in U.S. dollirs) 

High-Tax Countries: Low-Tax Countries: 

-Sweden -40% United States 41% 
~ Netherlands -35 Malaysia 41 ✓ 
.. Belgium -19 South Korea 39 v 
-Italy ---- -28 Turkey 33 
- Denmark -29 Hong Kong 31 ✓ 
- France -48 China 23 ✓ 

Norway -34 Canada 23 
- Germany -30 Singapore 17 V 

- United Kingdom -17 Bahrain 12 
Greece -39 Thailand ___9 v 

Ireland -26 Japan ,_ --5.-,✓ 

Africa ----23 OPEC -10 
Latin America -65 

Source: IMF, World Financial Statistics (February 1985). 
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As foreign tax policies contract the volume of world imports (and exports), U.S. monetary policy 
deflates the dollar value of that smaller volume of trade. U.S. producers cannot afford to export, because 
the Fed's rising dollar has driven export prices down to bankruptcy levels. The BLS index of U.S. export_ 
prices fell at a 7% annual rate in the last half of 1984, with food and raw materials deflating at 25-29% 
rates. The IMF index of dollar prices of LDC commodity exports is down by one-third since 1980, 
with half of that decline occurring in the past year. 

U.S. monetary policy can repair the past year~ decline in the dollar value of traded goods, but 
the U.S. and Asia alone cannot offset the weak volume of imports among overtaxed economies. For 
that, the world needs substantial reform of tax policies in the weak economies. Paul Volcker is right-the 
world urgently needs a tax cut. 2 The world needs more Japans. 

• • • • • 

This report provides detailed information on the tax structure and economic performance of 62 
countries (all the countries for which data are available except major oil exporters). We find the 
overtaxed economies have several undesirable features in common. in addition to their declining share 
of world imports. 

Table 2 ranks industrial and semi-industrial countries by their marginal tax burden, with the most 
heavily-taxed countries at the top of each group. These rankings are mainly based on maximum in­
dividual tax rates and the-income "thresholds" (in dollars) at which those rates apply. The individual 
income tax is by far the largest tax. with the highest marginal rates. However, the ranking is partly 
based on all other national and local taxes-, which are summarized in Appendix 1. 

The first two columns of Table 2 show dramatic "bracket creep" between 1979 and 1984- in the 
most heavily taxed economies. An asterisk in the left margin indicates countries in which tax rates 
were reduced, or thresholds increased, since 1975. 

The two columns on the right show recent economic growth rates over four years, and annual 
· increases or declines in real gross capital formation over ten years. In the five most overtaxed major 
economies real GDP grew by 0. 7% a year from 1980 to 1983, compared with 2.1 % in the five relatively 
lower-taxed economies. Capital formation declined for a decade in all the overtaxed economies, which 
included the United Kingdom until April 1984 (when the surcharge on investment income was repealed). 
Switzerland's weak capital formation may indicate that country's wealth tax significantly reduces the 
net return on capital. 

Table 3 shows the economies with severe bracket creep have an increasing number of dropouts 
from the male labor force. Unemployment usually exceeds 10% in these countries, but would be much 
higher iOt were not for the fact that fewer and fewer men are motivated to even seek employment. 
The Swedish unemployment rate is also kept low by a scheme that is ultimately doomed. The 
government hires a thousand people, takes half their salary in taxes and uses that to hire 500, and 
so on. Even with Sweden's zero population growth, that is not a viable way to raise living standards. 

Most growth of GDP in the highest-taxed countries is a statistical illusion. From 1975 to 1982, for 
example, real government consumption in Sweden grew by 3% a year, but manufacturing fell by 1 % 
a year, agriculture fell by 0.5% a year, and capital formation (including government) fell by ;2°1o a year. 
That adds up to 1 °lo GDP growth, but it is growth of government spending, not of the economy. 3 
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Major Industrial: 

•Sweden 
Netherlands 
Belgium 
Italy 
Denmark 
France 

*Norway 
Germany 
Luxembourg 

*United Kingdom 
*Austria 
Canada 

*Finland 
*Switzerland 
•united States 
*Japan 

Other Industrial: 

Greece 
New Zealand 

*Ireland 
*Portugal 
Spain 

• Australia 
Turkey 
Cyprus 

THE URGE"'CV OF l~TER"'ATIO"-.\L T.\\ RELIEF 

Table 2 
. Individual Ta" Rates an,!f Ec~momic Growth 

Maximum Individual 
Ta" Rate· 

Annual Change 
Capital 

Real GDP Formation-

1979 1980-83 1973-81 

87@ $ 38,700 82@ $25,300 1.0 -0.6% 

_zt~---9i6oo - J24u -6.1,iOO- - 0.3. - -1.6 ----· • 
76@ 136,400 76@ 63,000 0.9 -1.2 
72@,_ ~95,00Cl 81,0 is7,!JOQ_ 0.6 -0.4 -66@ 26,900 Z..3.<ll - ~.2QO_ ••• 1-.2- • -3.3 - - ... 60@ 92,000 65@ 31,900 1.0 0.5 
75@ 60,000 64@ 33,900 2.4 2.0 
56@ 140,800 56@ 41,200 0.5 0.2 
58@ 63,400 60@ 55,000 1.3 -2.5 
83@ 48,600 60@ 41,700 0.5 -0.3 
62@ 111,500 62@ 67,900 1.5 0 

47-62@ 84,100 49-60@ 44,800 1.0 1.3 
51@ 64,5CXl 51@ 61,600 3.3 0.9 

31-44@ 55,300 c::=:tl~~.@-=---~r~_1.ooo:_> 1.4 -0.4 
70-86@ 60,000 50-6,6 @ 162,400 '-' 1.0 0.5 

75@ 396,900 70@ 317,400 3.8 1.9 

60@ $ 82,200 63@ $ 37,900 0.4 -1.9% 
60@ 23,100 66@ 17,900 1.6 -0.6 
60@ 14,200 65@ 19,800 2.2 1.8 
84@ 20,900 77@ 16,200 4.7 0.9 
66@ 142,000 66@ 70,300 1.3 -1.0 
62@ 37,700 60@ 29,500 1.9 0.7 

NA 60@ 55,900 2.9 3.6 
60@ 13,900 60@ 21,700 4.0 NA 

*Indicates countries in which tax rates have been reduced, or thresholds raised, since 1975. A range 
of tax rates indicates varying regional taxation. 

Sources: Price Waterhouse, IMF, OECD. Thresholds calculated using exchange rates on 
March 1, 1979 and December 31, 1984. 
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Table l 
Change in Male Labor Force 

Pa rtici pat ion· 
1975-83 

Sweden 
Netherlands 
Belgium 
Italy 
Denmark 
France 
Germany 
United Kingdom 
Spain 
Ireland 
Canada 
United states 
Japan 

- 3.8% 
- 3.6 
- 5.4 
- 4.0 
- 0.7 
- 6.3 
- 8.8 
- 4.9 
- 15.1 
- 2.3 
- 1.4 

0 
- 0.7 

Source: Morgan Guaranty, 
World Financial Markets 
(December 1984). 

Poh.conom1cs, Inc. 

Table 4 shows that currencies of high-tax countries have fallen most rapidly against the dollar over 
the past year. Currencies of low-tax Asian countries (discussed in the next section) have been even 
stronger than the yen. Countries with steep consumption taxes (VAT) and low corporate taxes appear 
particularly vulnerable to both currency weakness and declining capital formation, which may indicate 
tax-induc-od capital outflows. 

The theory that exchange·rates are determined by budget deficits, rather than tax policy, does 
not explain anything. Norway had budget surpluses every year since 1970, while Belgium runs deficits 
amounting to 13% of GNP. Growth of the money supply has been much slower in Belgium than in 
the U.S., yet the currencies of both Norway and Belgium are equally weak against the dollar. 

Table 5 shows budget deficits have been consistently larger in the high-tax countries, with the exception 
of Japan and Norway. While total government debt was unchanged in the United States from 1970 
to 1984, relative to GNP, debt burdens outpaced economic growth in all of the seven overtaxed 
economies. Higher tax rates are the cause of permanent budget deficits, not the cure. 
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High-Tax Countries 

Sweden 
Netherlands 
Belgium 
Italy 
France 
Denmark 
Germany 
Norway 
United Kingdom 
Greece 
Ireland 

Source: Federal Reserve 

THE URGENCY OF l~TER\i.\TIO~~l TAX RELIH 

Table 4 
Tax and Exchange Rates 

Exchange . 
Rate vs/$ 

3/84- 3/85 

-22% 
-27 
-25 
-29 
-26 
-24 
-27 
-26 
-29 
-37 
-25 

Medium-Tax Countries 

Austria 
Canada 
Finland 
Japan 
Spain 
India 

Low-Tax Countries 

Hong Kong 
Singapore 
South Korea 
Malaysia 
Taiwan 

Exchange 
Rate vs/$ 

3/84- 3/85 

-18% 
- 9 
-22 
-15 
-22 
-20 

- 1 
- 8 
- 7 
-12 
- 1 

Ulf Jakobsson summarized research on Swedish taxation as follows: 

Stuart and Feige both reach the conclusion that Sweden is on the downward-sloping part 
of the Laffer Curve. Stuart in his study finds that 75 percent of the decline in Swedish growth 
rates in the 1970' s could be explained by increased taxes. Hansson and Stuart in their 1982 
study based on average tax rates conclude that while Sweden is still on the upward portion 
of the Laffer Curve, it is on.a segment.where tax. increases have become sharply detrimental 
to output. In a 1981 study focused solely on income taxation, Jakobsson and Normann 
reached a similar conclusion. 5 

Since Swedish tax rates are already past the point of diminishing returns, it must follow that other 
countries with similar tax schedules could also raise more revenue with lower marginal tax rates. That 
clearly includes the Netherlands, Denmark, Belgium, France, Italy and Germany. 

In a recent Wall Street Journal article, I contrasted average tax rates in 14 industrial and semi-industrial 
countries with the growth in real tax revenues from 1975 to 1982.6 The purpose was to show that 
raising the percentage of GNP devoted to taxes does not necessarily raise real revenues over time. 
Governments cannot pay their bills with percentages, and 40% of GNP that is not produced is zero. 

Growth of real tax revenues was expressed in 1972 dollars, and included state and local revenues. 
The comparison also holds up well if revenues are adjusted for inflation using each country's GNP 
deflator or CPI, and also excluding state and local governments. On that basis, real tax revenues fell 
7% in Sweden and 3% in Germany, from 1975 to 1982, but rose 27% in Finland, 32'3/o in the U .S. 
and 76% in Japan. Revenues for 1983 are not available for Sweden and some other countries, but 
real revenues fell in 1983 in ~elgium, the Netherlands, France, the United Kingdom and Ireland. In 
Germany, real revenues in the third quarter of 1984 were still down 3% from the fourth quarter of 
1981, and industrial employment was down 7%. 
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Table 6 shows the short-term U.S. experience with both reduced and increased marginal tax rates 
from federal income and Social Security taxes. Even when tax rates were much lower than today, 
large increases in tax rates yielded below-average incr~ases in real revenues within a year, while reduced 
tax rates yielded sizable revenue increases, These figures include all federal, state and local revenues, -
because reducing one tax raises the revenue base for other taxes. 7 

Among the overtaxed European economies, simply maintaining the existing tax structure appears 
sufficient to ensure chronic stagnation, declining real revenues and rising real transfer payments. There 
have been some tax reductions in Europe, indicat~ by asterisks in Table 2, but most have been timid 
and trivial. The U.K. and France recently lifted surtaxes on high incomes, but rate reductions in Sweden 
(and perhaps Norway) were largely offset by bracket creep. 

Austria slashed individual tax rates in 1976. At an income of $20,000, taxes fell 55% for singles 
and 24% for families. Real GDP growth was 4.5% in 1976-77, and real revenues rose 6%. Austria 
has no tax on capital gains and the Social Security tax has a zero marginal rate above $25,000 a year. 

Table S 
GOVERNMENT DEFICITS AND DEBT 

Percent of GNP 

Deficit/GNP Gov't. Debt/GNP 
1980-84 1970 1983-84-

Sweden 4.6% 31% 67% 
Netherlands 5.9 51 61 
Belgium 10.5 73 116 
Italy 11.4 44 * 85 
Denmark 6.6 11 63 
France 2.2 29 * 37 
Germany 2.9 18 • 41 
United Kingdom 3.0 86 • 55 
Austria 2.1 19 45 
Canada 4.0 54 • 58 

. Finland 0.1 16 19 
United States 2.6 46 • 46 
Japan 3.5 12 • 67 
Greece 9.5 21 42 
Ireland 11 .4 NA NA 
Spain 4.5 14 31 
Australia 1.5 42 25 

*Debt/GNP ratios are for 1984 for these countries, 1983 
for others. All figures include state and local govern-
ment. 

Sources: Vito Tanzi, "The Deficit Experience in Industrial 
Countries" in P. C.:agan (ed.), Contemporary 
Economic Problems (A.E.1., 1Q85); OECD 
Economic Outlook (Dec. 1984) p. 32; Morgan 
Guaranty, op. cit. 
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Table 6 
SHORT-TERM EFFECTS OF U.S. TAX RATES ON. REAL REVENUE 

Change-in Change in 
Marginal Tax Real Revenue 

Rate (Federal) 1 (fagged 1 yr.)2 
~ 

Reduced Tax Rate: 
1954 -11.2 11.1 % 

1958 - 1.7 10.1 

1964 -11.3 5.1 

1965 - 3.9 7.7 

1970 - 7.4 - 0.5 

1971 - 1.5 7.2 

1982-83 - 7.5e 4.2 

1984 - 2.le 7.0e 
,Ii:, . ls, 51,'1 

Increased Ta,. Rate: 

1951 18.8 0.6 % 

1952 7.9 2.4 

1968-69 16.2 0.3 

1973 6.2 0.6 

1978 8.8 3.6 
5],z ij. ;-

1. Average marginal · rate from federal individual income and social 
security taxes. From R. Barro & C. Sahasakol, Journal of Business 
(Oct. 1983) and FRBSF Economic Review (Winter 1985). 

2. Includes federal, state and local revenue (net of federal grants) 
adjusted by government purchases deflator: Economic Report of the 
President, 1985. 

,.,,~7-53'/ 

, J 3 /I 

·--· 

l~_:.: 

Finland sharply reduced individual tax rates in 1978-79. Real GDP growth rose from 0.2% in 1976-77 
to 6.5% in-1979-80-fastest in Europe. With the second lowest tax rate in Europe, Finland experienced 
1.8% growth even in 1982, and about 4% since. Unemployment is 6%, half the European norm. 

Europe as a whole has yet to follow the example of Austria and Finland. Rea: economic growth 
in 1984 was only 2-3% in the overtaxed economies, and even that was dependent on exports to the 
U.S. By the end of 1984, industrial production was still below the 1980 level in France and Italy, and 
only 3% higher in Germany and the U. K. 

Among the semi-industrial countries at the bottom of Table 2, there are instn.rctive contrasts between 
the economic performance of New Zealand and Australia, or between Greece, Turkey and Cyprus. 

• 7 -



. THE URGENCY OF INTER"IATIONAL TAX RELIEF Polyconomics, Inc . 

Inflation has been converting Spain and Portugal into higher-taxed countries, but the Spanish peseta 
was stronger than the Deutschemark over the past year: 

Greece is a case of high marginal tax rates on a narrow base, yielding little revenue and widespread 
evasion. (France, which has no withholding, is another example.) Agriculture is exempt from the 
individual income tax in Greece, and shipping is exempt from the corporate tax. Social Security and 
consumption taxes are higher than in comparable.countries. 

Ireland cut the corporate profits tax on manufacturing, in 1981, from 45% to 10%. Capital formation 
fell by 6.2% in 1982 and 7.9% in 1983, and real GDP slowed from 1.9% to 0.6%. Real tax revenues 
in 1983 fell by 12%. Ireland's problem was not the corporate tax, but a 65% tax rate on individuals 
at an income of less than $20,000. 

The damage from high marginal tax rates depends on whether or not anyone earns enough to be 
subject to those rates. In most cases, recent tax-induced stagnation has been caused by rapid reduction 
of income thresholds at which high tax rates apply-bracket creep-rather than high rates per se. 

In the United States. "only the top 2 percent of taxpayers paid marginal tax rates of 30 percent 
or more in 1962. Thus, as recently as the early 1960's, the structure of the income tax in the U.S. was 
essentially that of~ flat tax , except for the top 3 or 4 percent of earners .. . By 1980, 26 percent of 
taxpayers faced marginal tax rates of 28 percent or more, up from only 2.7 percent as recently as 1965. " 11 

Until recently, Japan was like the U.S. in the early 1960's-imposing phantom tax rates on incomes 
so high, after generous deductions, that even professionals and corporate CEOs were unaffected. "last 
year the top rate of national income tax was cut by 5 percent," notes the Financial Times (January 
28), but "since 1978, adjustment of tax brackets·has·lagged·behind inflation." With growing real 
incomes, Japan's high tax rates are beginning to bite. In the first six quarters of this recovery, real gross 
capital formation rose 25% in the United States, but fell 1 % in Japan. 

To remain competitive with lower-taxed Asian countries, and in the global market for capital, Japan 
will have to return to its previous practice of reducing tax rates or raising thresholds every year.9 

These comparisons between industrial countries are not as dramatic as the following comparisons 
between less developed countries, because all the industrial economies face destructive tax rates. 
While industrial economies are being taxed into gradual suffocation, the less developed countries 
are instead sharply divided between (1) low-tax countries experiencing startling growth, and (2) an 
increasing number of collapsing economies with staggering tax rates at remarkably low incomes. 

• • • • • 

In 1983, 40% of the world's developing countries had economic growth rates below zero. The 
proportion of contracting economies had risen in each of the previous four years, up from lO°lo in 
1979. Average growth of real GDP slowed from 5.2% a year in 1973-79 to 2% in 1980-83.10 

Collectively, the economies of developing countries are nearly as large as Europe and twice as 
large as Japan. It makes little sense to discuss world trade and capital flows without examining the 
weakest link. ' 

- 8 -
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Table 7 compares individual tax rates, thresholds and economic growth in four regions. The high­
tax countries are again at the top of each group. C9untries which have reduced tax rates or raised 
thresholds are shown by an asterisk, except when falling thresholds clearly wiped-out a rate reduction. -
The third column introduces a "threshold-income ratio" to indicate whether high tax rates apply at 
incomes that are high or low relative to 1982 per capita GNP (in 1980 dollars). 

Compare average growth of real GDP in the three highest-taxed countries in all four regions with 
the three lowest-taxed countries. The low-tax COf1ntries grew, on average, by 4. 9% a year in the 
troublesome four years, 1980-83, while the high-tax economies actually shrank by 1.4% a year. Supply-side 

Table 7 
Individual Tax Rates: Developing Countries 

Max Individual Threshold- Real 
Tax Rate Income GDP 

1979 1984 Ratio1 (1980-83) 

North & Central America 

Jamaica2 80@ $ 17,400 58@ $ 2,800 2 -0.9 °lo 
Costa Rica2 50@ 40,700 50@ 2,300 2 -3.6 
El Salvador 60@ 100,000 48@ 12,200 18 -7.5 

• Puerto Rico 79@ 200,000 68@ 200,000 52 -1.5e 
Mexico 55@ 65,800 55@ 61,600 29 2.8 
Nicaragua 50@ 200,000 50@ 70,200 82 4.8 
Guatemala 40@ 500,000 48@ 337,000 314 0.2 
Honduras 40@ 500,000 46@ 495,000 789 0.4 
Panama 56@ 200,000 56@ 200,000 100 6.3 

Asia - Pacific 

Western Samoa 50@ $ 13,900 50@ $ 4,700 1 -3.9 °lo 
Papua New Guinea 50@ 42,700 50@ 4,200 5 0.4 
Fiji 53@ 10,000 50@ 17,300 9 -0.2 
Pakistan 55@ 5,000 60@ 6,800 19 7.1 
Malaysia 60@ 34,400 6O -qr- -· --- 4_1~,~ 24 6.6 
India 60@ 12,000 68@ 8,000 33 5.1 
Philippines 70@ 68,500 60@ 25,300 33 3.2 

•So. Korea ·- 89@ 173,200 55@ 72,300 44 4.7 -
Thailand 60@ 50,000 ~ ~- . __ _z3_.5_oo_, 98 5.5 

*Indonesia 50@ 15,400 '----03_~@. :---=.c: ::.4~~~0,0)_ 84 6.1-
*China 0-30@ so,ooo:-· -0-30@ . 50,000. _;:, 200e 6.8--

--Hong Kong 15@ 20,700 -~IS .~ s, 1_00. _·» 1 7.0- ---
•Singapore 55@ 185,200 4-S_@ _ - 344,300 62 8.6 

- 9 -
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Table 7 (continued) 
Individual Tax Rates: O,_eveloping Countries 

Africa 

Zaire2 

Zambia 
So. Africa 
Morocco 
Zimbabwe 
Malawi 

•Egypt 
•Botswana 

South America 

Peru 
Bolivia 
Chile 
Brazil 
Argentina 
Ecuador 

•Columbia 
Paraguay2 

60@ 
70@ 
60@ 
64@ 
45@ 
45@ 
80@ 
75@ 

65@ 
48@ 
60@ 
55@ 
45@ 
50@ 

.. 56@ 
0 

Max Individual 
Tax Rate 

1979 
,,, 

$ 6,200 60@ 
16,300 80@ 
33,300 50@ 

189,900 87@ 
25,000 63@ 
15,200 50@ 

142,900 65@ 
48,000 60@ 

$ 39,000 65@ 
11,000 30@ 
30,800 57@ 
76,400 60@ 
73,700 62@ 

108,900 58@ 
26,500 49@ 

0 

Threshold- Real 
Income GDP 

1984 Ratio1 (1980-83) 

$ 1,400 8 1.0 
11,100 20 2.0 
20,000 8 2.1 
78,400 102 2.0 
23,100 26 5.5 
14,000 70 1.9 

153,800 241 6.5 
27,400 32 11.0 

$ 40 0 -1.3 
47 0 -4.2 

3,700 2 -0.3 
10,800 5 0.8 
67,900 29 -1.8 
28,900 25 1.8 
57,600 42 2.0 

5.9 

•indicates countries that significantly reduced tax rates, or raised thresholds, since 1975. Omits 
countries (e.g., Bolivia and Philippines) in which the rate reduction was offset by falling 
thresholds. 

1 Income at which the highest tax rate applies divided by per capita GNP in 1982 (1980 dollars). 

2GDP through 1982 - 1983 data not available. 

Sources: Price Waterhouse, IMF. Exchange rates used: March 1, 1979 and December 31, 1984. 

theory pr:o.vides an explanation that is fully consistent with this evidence, while no other systematic 
monetarist or Keynesian explanation has been, or could be, offered. 

Truly devastating taxation of poor people is relatively new in modern history, occurring since 1980 
. in most cases and since 1983 in a few. Before that, many "developing" countries merely stagnated 

under European-style tax penalties on added income. Only a few had taxed themselves into continually 
falling per capita income. In Jamaica, an early example, per capita real GDP fell 38°-'i from 1972 to 1982. 

' 
Since 1977, the Jamaican dollar dropped from parity with the U.S. dollar to 5-to-1. Consumer prices 

tripled, and Jamaicans now find themselves in a 58% tax bracket at an income of $2,800 a year. A 
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third of Jamaica's professionals and managers have reportedly left the country, and there is considerable 
barter and underground commerce in tourist currencies. 

A few years ago, the individual income tax still raised 17% of Jamaica's shrinking tax revenues­
small reward for ruining ·the country. Jamaica's budget deficit was 21 % of GDP by 1980, and the 
unavailability of recent figures is rarely a sign of progress. · 

The "threshold-income ratio" reveals that the10p tax rate applies at only 2-times per capita GNP 
in Costa Rica ($2,300 a year), but at 100-times per capita GNP in Panama. That is because Panama 
is on the dollar standard, while Costa Rica is on the IMF standard ("floating"). Puerto Rico is also 
on the dollar, but their 68% tax rate remains uncompetitive. Reducing that rate to 50% would 
theoretically reduce revenue by a mere $10 million, but would actually attract and retain skilled people 
and related capital. 

Even Nicaragua, which resisted rapid devaluation until 1984, did relatively well (albeit from a deep 
depression in 1978) compared with the runaway "bracket gallop" in Costa Rica and El Salvador. 
Guatemala and Honduras also kept their currencies relatively sound, avoiding extreme "taxflation." 

In the Asian-Pacific area, there are more success stories. But Western Samoa and Papua New Guinea 
(like Costa Rica and Jamaica) let their currencies sink. Most other countries have "phantom" tax 
brackets, like the--U.S. in 1965 or Japan in 1977, where top tax rates only apply to taxable incomes 
higher than the economies.can yet produce. Quite unlike any other region, over half of the Asian 
countries have not only avoided bracket creep, but have raised tax thresholds since 1979. Malaysia 
is a good example; Malaysia's- economy grew by 7.3% in 1984. There were also huge reductions in 
tax rates in South Korea, Indonesia and Singapore. 

India just announced an increase in thresholds and a cut in the top tax rate to 50% (agriculture 
was always tax-exempt). The corporate tax rate is cut from 25% to 15%, the wealth tax has been 
reduced, and death duties abolished. "The cuts are partly aimed at encouraging industrial investment 
and faster growth and at curbing the country's booming black economy," reports the Financial Times 
(March 18), but the tax package "was larger than would have been allowed by the International Monetary 
Fund if its ... arrangement had not been terminated by India last year." 

The Indian currency, already stronger than the Deutschemark, instantly rose on the news. The 
Bombay stock market experienced "an unprecedented boom,' and the stock market was closed "when 
stock exchange authorities feared that prices would crash once the initial reaction to the budget's 
tax cuts ... had subsided." Yet "bullish fervour" remained strong.11 

Indonesia slashed marginal tax rates and trebled thresholds in 1983 to maintain a growth rate that 
has averaged 7.5% a year since 1968. Real tax revenues rose 47% from 1978 to 1982. Imports rose 
47<yo from 1980 to 1983. The country produces some oil, but so does Iran. With a tax rate of 90% 
at about $40,000, the Iranian economy has been shrinking steadily since 1976. 

In China, the marginal tax rate on agriculture is zero. The state collects a fixed amount of produce 
and tax, under a contract extended from 5 to 15 years in 1983, and "the contractor is free to dispose 
of excess produce in free markets .... The system has infused the rural areas with a new enthusiasm 
and has been much better able to draw on the resourcefulness of the peasants .... The more efficient 
utilization of the rural work force has made about one-third of the agricultural workers 
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redundant.. .. lndustrial production in the rural areas and nonagricultural activities ... have been stimulated 
and are currently, in fact, the fastest growing sectors in the economy." 12 Agricultural production rose 
9% a year in 7981-83, and total GNP rose 13% last year. Zhang Jialing recently published a favorable -
book on supply-side economics in Shanghai. 

Hong Kong has long been a supply-side paradigm, but the situation there has been slipping. The 
increased _!Tlarginal tax rate ~lo is certainly m(!dest. and comes with a 17% ceiling on average 
tax rates, but those higher tax rates now apply to significantly lower incomes. Revenue from higher 
tax rates has, as always, been disappointing, pushing Hong Kong's budget into significant deficit in 
1983-84 for the first time in 38 years. 13 

The Philippines is a sad example of how rapidly tax policy can collapse an economy under Western 
advice. Paul Wolfowitz, Assistant Secretary of State, applauds "an IMF arrangement involving stringent 
austerity ... a floating peso and broad new taxes."" Already suffering from bracket creep, the Philippines 
were pushed over the cliff by IMF-State Department assistance. The Philippines' new "floating peso" 
foll 65% in 1984, inflation quadrupled to 50%, and real GNP fell by 5.5%-thefirst drop since World 
War 11. 15 

Such exceptions prove the rule. The tax-slashing, import-led, strong-currency boom that still dominates 
Asia remains the supply-side model for the rest of the world. 

Most African countries are under IMF tutelage, and have therefore raised tax rates through both 
legislation and devaluation. Sudan is typical, with a 60% tax rate at $4,000 reimposed last November. 
"Only a handful of African countries have managed to avoid the unwelcome embraces of the 
International Monetary Fund in the past few years", reports the Financial Times (April 15). 

Zambia and Zaire, like Jamaica and Ghana, have been severely overtaxed for a decade or more. 
Real GDP fell by 3.1 % a year in Zambia from 1975 to 1979, slightly worse than Zaire. In April 1979, 
Zambia cut the top tax rate from 80% to 75%, and later to 70%. Real GDP rose by 4. 1% a year in 

- .1980-81, and real tax revenues jumped 16% in.a single year. In 1982, however, Zambia raised the 
top tax rate back to 80%. Real GDP fell 2%, and recovered only' 1.5% in 1983. From 1974 to 1982, 
real tax revenues fell by 45%. 

The 5.5% average growth in Zimbabwe is mislP.ading. The economy grew by 13.2% a year in 
1980-81, but Zimbabwe has since suffered a series of massive tax increases. Real output fell 1.3 % in 
1982, and by about 3% a year in 1983 and 1984. "Fiscal measures designed to produce ready cash 
for the regime serve to intensify the crisis rather than ameliorate it," writes the Swiss Review of World 
Affairs. "The new strategy risks alienating ... the growing black urban middle class that faces higher 
prices and taxes while coping with a government-imposed wage freeze," adds the Washington Post. 16 

The top tax rate in Malawi was 40% before 1979, but was raised to 50% by 1980. Real revenues 
quickly fell by 14%. Still, Malawi remains a relatively low-tax country by African standards, and real 
GDP rose by 7.6% in 1984. 

Egypt both reduced tax rates and multiplied thresholds by ten under the late President Sadat. Growth 
of real GDP averaged 8.5°k a year from 1975 to 1982. 

The other supply-side success story in Africa is Botswana. The 11 °k growth rate is sub-par for this 
country, due to a severe drought in 1982. Annual growth of real GDP in Botswana has actually averaged 

- 12 -



Polyconomics, Inc. THE URGENCY OF INTER~ATIO"i.\L T.\X RELIEF 

14.2% a year since 1968. Real tax revenues rose 154% from 1977 to 1983, inflation is about 7%, and 
Botswana's budget surplus in 1983 was 7% of GDP. Tax rates have been reduced, and the threshold 
remains comfortably high relative to income. The top corporate tax rate is 35%, with no Social Security­
tax. 

The standard explanations do not work. Botswana started with an extremely low income, but so 
did many neighboring nations which nonetheless drove income even lower. Botswana has casinos 
and many men working in South Africa, but that aoes not explain rapid growth in both agriculture 
and manufacturing-far outperforming South Africa or surrounding nations (Zimbabwe, Zaire, Zambia). 
Botswana and Egypt have the lowest tax rates in Africa, and the results are the same as in Asia. 

In South America, accelerating devaluation and bracket creep have been pushed to their logical 
conclusion. No nation in the area can escape the collapse of its trading partners, but two have done 
better than the others. Paraguay has no individual income tax, just a flat 26% payroll tax and a 30% 
corporate tax. Columbia both reduced tax rates and doubled thresholds. The rest of the continent 
is being taxed into oblivion. 

In Peru, the top tax rate of 65% now applies at an annual income of $40. Not surprising, "only 
one out of every three Peruvians is steadily employed in the formal (non-underground) economy." 17 

Brazil, Argentina and Ecuador raised tax rates and lowered thresholds. None of these countries is 
doing well, to put it-mildly. Peru, Brazil and Argentina are currently under IMF programs, like Sudan, 
Zambia, Jamaica and Ghana. Just as India could not cut tax rates until the IMF left, these countries 
presumably face the same constraint. 

Tax revenues are not the issue when poor countries are being taxed into even deeper poverty. 
Among 20 countries the World Bank categorizes as the poorest of the poor LDCs; the individual income 
tax accounts for only 7% of government revenue, on average. Most revenue instead comes from sales 
taxes and, unfortunately, tariffs. 

These least-developed countries could easily substitute a 10% flat tax, with generous exemptions 
for the poor, without even a static "paper loss" of revenue. A humane gesture would be for Western 
nations to offer aid to make-up for any revenue loss from tax reform. Since revenues would 
unquestionably soar, the gesture is free. 

Revenue statistics from developing countries are scarce and late, particularly in contracting 
economies. Table 8 presents the most recent available data on changes in real, inflation-adjusted tax 
revenues among countries with the highest and lowest tax rates (at relatively modest incomes). As 
in the overtaxed industrial countries, the Laffer Curve is quite apparent. 

The welfare of governments is not the main concern. Table 9 shows changes over two decades 
in per capita incomes of high-tax and low-tax countries. The sample is necessarily small, because there 
were not many less-developed countries facing really punitive taxation before 1979. If "austerity 
programs" are the solution to anything, then the top five countries-with devalued currencies and 
soaring tax rates-should be doing well. But bad economic advice can be literally fatal. 

Keith Marsden of the World Bank recently compared tax rates and performance among ten pairs 
of countries with initially similar per capita incomes. Marsden found that "those with lower taxes 
experienced more rapid expansion of investment, productivity, employment, and government services, 
and had better growth rates-without discriminating against the poor." Marsden also found that 

' 
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High Income Tax: 

Israel 
Jamaica 
Zambia 

_ Ghana 
Zaire 

Low Income Tax: 

Singapore 
Hong Kong 
Paraguay 
Thailand 
Botswana 

~ 

Source: IMF 

Table 8 
CHANGES IN RE,\L T~X REVENUE• 

High-tax Countries: 

Bolivia -153% 1977-82 
Zaire - 60% 1974-81 
Zambia ~ 45% 1974-82 
Peru - 12% · 1980-82 
Jamaica - 10% 1975-80 
Costa Rica - 6% 1978-81 

Low-tax Countries: 

Colombia 176% 1975-79 
Singapore 148% 1975-83 
Panama 128% 1975-82 
Botswana 116% 1975-82 
Honduras 48% 1975-83 
Paraguay 65% 1975-81 

•Central government tax revenue divided by 
GNP deflator. 

Source: IMF, International Financial Statistics Year­
book, 1984. 

Table 9 
Long-Term Development: 

Per Capita Real GNP 
(in 1980 dollars) 

1962 1972 

$2998 
---, 172 

555 
490 
555 

$1421 
1337 
754 
318 
263 

- 14 -

$5130 
1762 
720 
497 
237 

$3019 
2556 
875 
502 
485 

1982 

$4855 
1274 
551 
330 
176 

$5568 
5028 
1484 
753 
855 

Polyconomics, Inc. 

Change 
19n-s2 

- 6% 
-38 
-31 
-51 
-35 

84% 
97 
70 
50 
76 
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"expansion of the tax base generated increased revenues," and "with the exception of Japan, 
government deficits were smaller in low-tax countries than in their high-tax counterparts." 18 

Ved Gandhi, head of tax policy research at the IMF, likewise concluded that "the tax systems of 
developing countries would look very different if efficient allocation were the sole concern .... The rates 
of taxation ... would contain little or no progression." 19 

The trouble is that such research had not yefbeen applied to IMF or World Bank policy. No 
international agency even bothers to collect and publish the relevant data on the structure of taxation. 
No international aid or loans are contingent on maintaining a currency's value or reforming demoralizing 
tax rates. Instead, the United States and international agencies continue to subsidize, and often demand, 
policies that invariably produce economic contraction. 

• • • • • 

The agenda for the Bonn summit leaves room for constructive criticism on both sides. Europe and 
Japan can rightly criticize U.S. monetary policy for driving the dollar too high and commodity prices 
too low. The United States can rightly criticize most European countries for taxing themselves into 
chronic stagnation, thus contracting their share of world trade. And both sides can criticize each other 
for encouraging the poorest countries in the world to destroy themselves with runaway inflation and 
punitive taxation-. But when the criticism is over, the time is late for major international initiatives. 

Back in 1979, Congressman Jack Kemp concluded his book, An American Renaissance, as follows: 

We can't escape the fact that there really are no purely domestic solutions. We can take 
all these actions, repeal those unnecessary regulations, cut all those tax rates necessary to 
get the United States back on the track of the American dream, but unless we see to the 
buoyancy of the rest of the world, our troubles will be frequent .... 

We have an idea that fathers prosperity and hope. It is time to offer it, not selectively, not 
grudgingly, -but with confidence to a world that needs the human dream that grew up in 
America. 

• • • • • 
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APPENDIX 1 

- .: _,_ 

Tax Revenues as a Percent of GDP, 1982-83 

Consump- Corporate & 
Total• Individual Soc. Sec. tion Property 

-Major Industrial: 

Sweden 51 20 21 12 2 °lo 

Netherlands 47 11 19 11 5 

Belgium 47 17 14 12 4 

Italy 40 10 19 7 4 

Denmark 46 24 1 16 3 

France 44 6 19 13 4 

Norway 48 12 10 17 10 

Germany 37 11 13 10 4 

Luxembourg 40 11 11 8 8 

United Kingdom 38 -11 7 7 9 

Austria 41 9 13 13 2 

Canada 35 12 1 12 6 

Finland 36 16 3 15 3 

Switzerland 31 11 10 6 4 

United States 30 12 8 5 5 

Japan 27 7 8 4 7 

Other OECD: 

Greece 32 4 10 13 3 

Ireland 41 12 6 18 3 

Portugal 33 7e 9 13 4e 

Spain -- 25 5 12 6 2 

Turkey 24 11 1 6 4 

Australia 31 14 2 10 5 

New Zealand 34 20 0 8_ 5 

•Totals are for the latest available year, usually 1983, and may therefore exceed the sum of the 
components, since the last \hree columns are for 1982. 

Source: OECD Observer (Mar. 1985) and Revenue Statistics, 1965-83 
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and such control obviously can have either be­
neficent or maleficent effects . 

The .following· baffiing questions have arisen 
with respect to totalitarianism. ( I) How can 
those who seek to _ impose a totalitarian order 
tell good from bad, right from wrong? This 
consideration has been one of the central pre­
occupations of ancient and modern philosophers, 
including Plato, Aristotle, Cicero, Aquinas, Kant, 
and Hegel. ( 2) To what standards of ethics 
should one recur for the establishmen-t and 
maintenance of a totalitarian regjme? 

Answers to these questions vary. Ancient 
_and medieval theorists concentrated on the pe­
rennial question of the essence of justice in the 
eyes of man and of the gods. The early - utili­
tarian.~. mo.~t - nnt,.hlv lPrPmv RPntlrnm <>n.-1 
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530 WORLD WAR II: 17 

Tobie 2-ARMEO FORCES PEAK STRENGTHS ANO BATHE 
DEATHS OF THE PRINCIPAL AlllED POWERS 

Notion Peak strength 

Australia , . . . . . . . 680,000 
Belgium , . . 650,000 
Canada ..... , . . . . . . . . 780,000 
China 5,000,000 
Denmark 25,000 
France 5,000,000 
Greece ....... , .. 41-4,000 
India ... , , , , .... , , .. 2,150,000 
Netherlands ... . , , . , , . 410,000 
New Zealand 157,000 
Norway 45,000 
Poland . . 1,000,000 
USSR ............ 12,500,000 
Union of South Africa . . 140,000 
Un ited Kingdom 5,120,000 
United States . . . .. 12,300,000 
Yugoslavia 500,000 

Battle deaths 

23,365 
7,760 

37,476 
2,200,0001 

3,006: 
210,671 

73,700' 
24,338 

6,238 
10,033 

1,000 
320,000 

7,500,000 
6,840 

244,723 
292,131 
410,000' 

1 Casualties beginning with the Japanese invasion in 
1937. • Most of these casualties were suffered in guerrilla 
warfare that followed German occupation of the country. 
In the case of Denmark they include more than 1,200 
merchant sailors in the service of the Allied powers. 

Table 3-ARMEO FORCES PEAK STRENGTHS ANO BATHE 
DEATHS OF THE AXIS POWERS 

Nation 

Bulgaria .. , . .. , , , . 
Finland 

Peak strength 

450,000 
. 250,000 
. 10,200,000 Germany 

Hungary 
Italy 

. . . . . . . . . . 350,000 

Japan .. , , , . , . , . , 
Rumania . . . 

3,750,000 
6,095,000 

600,000 

Battle deaths 

10,0001 

82,000 
3,500,000 

140,000 
77,4942 

1,219,000 
300,0001 

1 A limited number of these casualties occurred after 
the country iai,,ed the Allies. • Of these, 17,494 were killed 
after Italy became a cobelligerent with the Allies. 

Civilian Casualties.-Casualties among civil­
ians were much less accurately recorded than 
military losses. In part, this was unavoidable 
because of the population shifts that toolc place 
as civilians fled before invading armies or the 
continual air attacks on major industrial centers, 
or were sent to Germany or the Soviet Union for 
forced labor. 

Civilian casualties in the United Kingdom, 
slightly over half of which were inflicted in the 
London area, were as follows: 

Agent Killed 
Aircraft bomba . , , .. 51,509 
V-1 (flying bomba) . , . . . 6,184 
V-2 .. , . . , , . , . , 2,754 
Artillery fire . . . . .. . .. . . 148 

Total .... , 60,595 

Seriously 
in/ured 
61,423 
17,981 

6,523 
255 

86,182 

Total 
112,932 
24,165 
9,2n 

403 
146,m 

Civilian casualties in the USSR have been 
placed roughly at 2,500,000 killed . The loss of 
population ( including both military and civilian 
casualties) caused directly or indirectly by the 
war has been stated at 20,000,000. Air raids 
against Germany killed approximately 300,000 
Germans and seriously injured about 780,000 
more. Numerous additional casualties occurred 
during the Soviet invasion of 1944-1945, but no 
specific estimates are available. Japanese civilian 
casualties probably approached 500,000 killed 
and 625,000 ~eriously injured, plus a considerable 
number reported as missing after the fire raids 
and atomic bombings. In addition, about -160,000 
Japanese captured by the Russians in Manchuria, 
Korea, and the Kuril Islands were still missing in 
1950; a large number of them have never been 
accounted for. Chinese civilian losses are un­
known but probably numbered several million. 

Indwtrial Conv~rsio~ and War Produt:tio,. 
In the final analysis, VIctory was won l,y ,i 
~Hied po~ers' technologi~al superiority-the• .,, .,'; 
1ty to raise, arm, equip, move, und ,, 1 ., i' 
superior forces throughout the world 1 

' ~ 
through them to break up and destroy 11 11 : 1 ·"i 
nological resource~ ( as ~veil as much ot' tlu : .11 :;,;·. 

forces) of the AXIS nations. Of all tlw .\11 1, , ; 

was the United States that posscs~cd 11 11 • , 

materials, skilled manpower, an<l indu,tri"' 11 ' , 
made their victory possible. This potenti.il .\1:;, . 
ican technological power, howc\'cr, r, .,111", 
precious time to change from peacetime· lo 11 ,.: 

tary production. The process of cunver,i,,11 .• ' 

of reconversion at the war's end, is ill11,tr:i1; ,,·· 
'(able 4. 

Tobie 4-UNITED STATES BUDGET EXPEN0!TURb 
JULY 1, 1940-AUG. 31, 1945 . 

(Billions of dollars) 

Expenditures 

Defense expenditures: 
War Department . 
Navy Department . 
Other departments 

Total . , . . . 
Nandefense expendi -

1940 1941 1942 1943 19H 

$0 .9 $ 7.3 529 .5 S46.5 SJ92 ll1 • 
0.9 4.2 14.0 24.6 29 6 a, 
0,1 2.7 8.9 14.1 12! lt 

TI 14.2 52A 85,2 90 .9 •.• I 

turea . . . , .. , . 3.4 6.0 5.4 5:0 6 l , I 
Total ...... ITT $20.2 $57:S $90.2 $97 2 i-.a t 

Among the varied items purchaM·d l,y i-,,,,, 
States defense expenditures. were 57,0:!7 1111 ,I,, ,, 
tanks ( 9 different types), 676,433 hH•-.111,l , "' 
half-ton, six-wheel-drive trucks ( 11 typl', l, I , ,·., 
eight-inch howitzers ( 48 of them sdf-pr"I~ 11 .. 1 
476,628 2.36-inch rocket launchers ( lw,,.,l" 
4,014,731 Garand rifles, 106,658 g1111111·r\ 'I" ·' 
rants, 4,072,000,000 rounds of .45-1·alif., ., ,11, 
munition, 57,488,000 wool undershirts, I lh.r-• 1 

000 pounds of peanut butter, 206,7,',:\ SI :H ·,' 
( Handie-Talkie) radio sets, ,500,7.'5,I :10 •' 
bottles of influenza virus vaccine, 7 ,.'570 1,.,. " 
tives ( 48 types), 23,510,030 military t,!a, 111., l , 
( 2 types), and 3,898 B-29 ( Superforl rn, 1 , , :• 

heavy bombers. One of the bc~t indic.,111,11• J 
the growing tempo of American military 111.,,!, .. 
lion during the war is the followi11 ~ ,t.,r, 
machine-gun production, covering tht- I'''"""' I 1• 
1, 1940-Aug. 31, 1945: 

.50 .30 .50 JO 

Year Calibar1 Caliber Year Caliber (,,Li. 

1940 5,155 3,633 1943 641,638 Ill l 1 ' 

1941 .' .' .' .' 49,479 27,672 1944 6n,011 111 •"." i 

1942 347,492 314,1139 1945 239,821 &1 f't 

1 The increasing preponderance of .50-colib,:-t 11
'•• " ·; 

guns reRect1 their growing use as aircraft ancf u, ,,,..., 
vehicle armament. 

Shipping Losses.-Allied merchant ,lii1•1•"'4 
losses during the war were as follow~ : 
Year Number of vessets ,_.,H,,., n,:,. 
1939 . , . . , . , , . . , , .. .. , , ... , . , . . 221 J .. , ., 
1940 , , ... , .. , . , . , , .. , . , . , .. , .. 1,059 ,:,:, ... 
1941 .......... , ......... . 1,299 7 I~-? 
1942 ..................... 1,664 );~:I 
1943 ....... . ............ , 597 I O•I ,:t 
1944 ..................... 205 ,J, .. .. 
1945 . ............... ~ 21 s:,:/I 

Total ........ .. ......... .. 5,150 · 
', ... 

Of the 5,150 Allied merchant vessel_~ >1111 ~j •1 .• 
were victims of Axis submarines, pfllll'11'·:. \ .. ,. 
man. The parallel German sul?~1;irn• 1,

11
,,.-,~• 

( revised according to the latest Bnt1,l 1 ·'\ 
1
,,: ,. 

assessment) therefore furnish an intl' r<"' 1 
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,,something far more sinister was in hand, as the Ameri-

cans were telling the Soviets at Potsdam: .,, 
In 1939 physicists in the United States had learned· of 

experiments in Germany demonstrating the possibility of 
nuclear fission and had understood that the .potential en­
ergy might be released in an explosive weapon of unpre­
cedented power: on August 2, 1939, Albert Einstein had 

lop- warned Roosevelt of the danger of Nazi Germany's fore-
of stalling other nations in the development of an atomic 

10mic bomb. Eventually, the U.S. Office of Scientific Research 
and Development was created in June 1941 and given 
joint responsibility with the war department in the Man­
hattan Project to develop a nuclear bomb. On July 16, 
1945, an atomic device was set off in a desert area at 
Alamogordo, New Mexico, generating an explosive pow­
er equivalent to that of more than 15,000 tons of TNT. 
Thus the atomic bomb was born. Truman, the new U.S. 
president, calculated that this monstrous weapon might 
be used to defeat Japan in a way less costly of U.S. lives 
than a conventional invasion of the Japanese homeland. 
Japan's unsatisfactory response to the Allies' Potsdam 
Declaration decided the matter. On August 6, 1945, an 
atomic bomb carried from Tinian Island in the Marianas 
in a specially equipped B-29 was dropped on Hiroshima, 
at the southern end of Honshu, north of Kyushu: the 
combined heat and blast pulverized everything in the 
explosion's immediate vicinity, generated spontaneous 
fires some distance away, produced winds that fanned the 
flames in Hiroshima's craterlike configuration so power­
fully that they burned almost 4.4 square miles ( 11 square 
kilometres) completely out, and killed between 70,000 
and 80,000 people (flash burns killed 20-30 percent, ra­
diation 15-20 percent), besides injuring more than 70,-
000 others. A second bomb, dropped on Nagasaki, Kyu­
shu, on August 9, 1945, killed between 35,000 and 4U,OOO 
people, injured a like number, and devastated 1.8 square 
miles (4.7 square kilometres). 

Between these two demonstrations of U.S. superiority, 
the Soviet Union on August 8 declared war against Japan. 

The Japanese surrender. On August 10, 1945, the Jap­
anese government issued a statement substantially agree­
ing to the terms that the Allies had enunciated at Pots­
dam. In their reply the Allies granted Japan's request that 
the Emperor's sovereign status be maintained, subject 
only to their Supreme Commander's directives. Japan 
accepted this proviso on August 14, and the emperor 
Hirohito urged his people to accept the decision-pre­
viously so unthinkable-to surrender. Imperial princes 
delivered the Emperor's message in person to distant Jap­
anese Army forces in China and in Korea, hoping thus to 
mitigate the shock. A clique of diehards nevertheless at­
tempted to assassinate the new prime minister, Adm. Su­
zuki Kantar0; but by September 2, when the formal sur­
render ceremonies took place, the way had been smoothed. 
Truman designated MacArthur as the A11ied powers' 

supreme commander to accept Japan's formal surrender, 
which was solemnized aboard the U.S. flagship "Missouri" 
in Tokyo Bay: the Japanese foreign minister, Shigemitsu 
Mamoru, signed the document first, on behalf of the 
Emperor and his government. Allied troops had mean­
while occupied the forts guarding the bay and Yokosuka 

, naval base. MacArthur likewise was to command the 
Pied Allied forces in occupation of Japan. 
t Japan concluded a separate surrender ceremony with 

China in Nanking on September 9, 1945. 
For Japan's surrender in Korea, the United States and 

the U.S.S.R. agreed to a demarcation line along the 38th 
parallel, which was ultimately to divide Korea into a 
Communist north and a non-Communist south. (For in­
formation relating to the postwar settlement see INTER-
NATIONAL RELATIONS.) . 
Cost. World War II is estimated, rather uncertainly, 

to have cost between 35,000,000 and 60,000,000 lives. 
The U.S.S.R. has been reckoned to have lost 11,000,000 
cogibatants and 7300~890 ciyj)jpp~: Poland, 5,800,000 
lives altogether, mclu mg, however, some 3,200,000 of 
the 5,700,000 Jews put to death by the Nazis in the course 
of the war; Germany, 3,500,000 combatants dead and 
780,000, civilians,;,.China, 1,310,224 combatants in the 

~~ 

World Wars 

Nationalist forces alone, 'witb civilian losses dubiously 
estimated at 22,!01?u; Japan, 1,300,000 combatants 

.. andJj72 pou ¢fy,i( fe; \igoslavia, 305,000 and L20~•~1J.O; 
the United. Kingdom, 264,443 and 92,673; the mted 
States, 292,131 and 6,000. -
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President's Television Address 
Pre-Geneva November 1985 

Thematic Outline 

Why I Am Going to Geneva 

-- In a few days, will be meeting with General Secretary 
Gorbachev in Geneva. 

-- My purpose is to renew a dialogue with the Soviet leader on 
the most important question of our time: what we must do to 
build a better, safer world for both our peoples and mankind 
as a whole. 

It is my fervent hope that the two of us can begin a 
process which our successors ~nd our peoples can continue: a 
process of facing our differences frankly and openly so that 
we can begin to narrow and resolve them; a process of communi­
cating effectively so that our actions and intentions are not 
misunderstood; a process of building bridges between us and 
cooperating wherever possible for the greater good of all. 

-- I see our meeting as a stepping stone to the kind of future 
both our peoples want: 

o to reduce and eventually eliminate the danger of 
nuclear destruction; 

o to relax regional tensions which can spread and engulf 
both our countries in conflict; 

o to respect the dignity of each human being; 
o to build bridges between our peoples. 

Historic opportunity to set a steady course through the 
21st century. 

-- We have prepared carefully and extensively for this moment: 
want to share my thoughts and vision of the future that I will 
present to Gorbachev. 

A Historic Opportunity 

-- Americans have reason to be satisfied: economy flourish­
ing, alliances strong, military might second to none, and we 
enjoy individual freedoms about which much of the world can 
only dream. 

o Our strategy of deterrence has worked: since I have 
been President not one inch of free territory has fallen to 
communist subjugation. Indeed, the number of free countries 
calling themselves democracies has grown by ( 4?). 

But what about the future? 

US-Soviet relationshiB holds key to world's future: 
progress in solving mankind's problems depends on what we do 
in coming months and years • 
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-- Differences between us are profound -- our history, eco­
nomic systems, and the amount of freedom our citizens enjoy. 

o But we also have a history of cooperation: World War 
II alliance to defeat fascism. In the two major wars of this 
century we have been on the same side. 

We have a common interest -- and mankind has an interest -­
in dealing with our differences peacefully, and finding ways 
to cooperate wherever possible. 

The most important task for General Secretary Gorbachev and 
me is to chart a course for the future: 

o not j~st to avoid war, but to strengthen oeace: 
o not just to prevent confrontation, but to remove the 
sources of tension; 
o not just to paper over differences but to address them; 
o not just to talk about what our citizens want, but to 
let them talk to each other. 

Peace is Indivisible 

-- History has shown that peace is indivisible. Ensuring a 
safe future requires addressing the complex of problems we 
~, not just focusing on one or two issues, important as they 
may be. Thus our agenda for Geneva includes: 

Putting the Nuclear Genie Back ••• 

-- Since the dawn of the nuclear age, every American President 
has sought to limit and end the dangerous competition in 
nuclear arms. i have no higher priority than to finally 
realize that dream. 

-- We have gone the extra mile in arms control: 
(Recap US arms control proposals for deep reductions, 

greater strategic stability, effective verification of agree­
ments.) 

-- Wouldn't it be better for both our countries and for the 
world for us to concentrate on reducing the weapons that exist 
today? 

-- And wouldn't the world benefit if we could mutually find a 
way to render nuclear ballistic missiles obsolete and useless? 

-- Wouldn't it be.better if Mr. Gorbachev and I could discuss 
this, without artificial preconceptions and pretense? 

-- Our discussions will be an opportunity to inject new 
momentum into the Geneva Nuclear and Space Talks, and will 
have consequences long beyond our Novemeber meeting. 
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Sources of Tension 

-- Reducin the levels of nuclear arms is not the whole 
answer: since Wor War II, a out twenty million peop e have 
died in regional wars, not one involving nuclear weapons. 

-- Soviet Union's use of force or threat of force to intervene 
directly or through proxies in in Afganistan, Poland, Angola, 
Nicaragua has made world more dangerous. 

-- We cannot isolate these activities from other aspects of 
our relationship. The Soviet invasion of Afghanistan killed 
any hope of SALT II ratification. 

-- That is why I proposed a plan for resolving regional 
conflicts that have taken such a heavy toll on the people 
involved, which threaten to engulf their neighbors and draw in 
outside powers which includes: 

(Recap regional initiative) 

Peace Depends on People 

-- Freedom and democracy are the best guarantors of peace: 
people who enjoy freedom and human rights will not encourage 
their governments to commit aggression against others. History 
has shown that democractic nations do not start wars. 

-- Respect for the individual and the rule of law is as 
fundamental to peace as arms control. A government which does 
not respect its citizens' rights and its international commit­
m,en.t$. to protect those rights is not likely to respect its 
other international undertakings. 

-- We hold these beliefs deeply, but are not trying to impose 
them on others. We do ask, however, that countries live up to 
their freely undertaken international commitments. 

Building Bridges 

-- Finally, enduring peace requires openness, honest communi­
cations and opportunites for our peoples to get to know one 
another directly. 

-- This applies to all aspects of our relationship, whether it 
be negotiating arms control agreements, reducing regional 
tensions and in the day to day business between our two 
governments. 
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o Imagine if Joe Smith in Poughkeepsie could meet and 
visit Sergei Ivanov in Sverdlovsk, if Sergei's son or daughter 
could spend a year, or even three months living with the Smith 
family, going to summer camp or classes at Poughkeepsie High, 
while Smith's son or daughter went to school in Sverdlovsk? 
Soviet young people could learn first hand what spirit of 
freedom rules our land, and that we do not wish the peoples of 
the Soviet Union any harm. Our young people would get first 
hand knowledge of life in the USSR. 

o Imagine if people in Minneapolis could see the Kirov 
ballet live, while citizens in Mkhatchkala could see an 
American play or hear Duke Ellington's band? And how about 
Soviet children watching Sesame Street? 

-- We have had eductional and cultural exchanges for 25 years, 
and are now close to completing a new agreement. But I feel 
the time is ripe for us to take bold new steas to open the way 
for our peoples to participate in an unprece ented way in the 
building of peace. That is why I have proposed to the Soviet 
government: 

1) To encourage our young people to get to know one 
anothe - reciprocal exchange of thousands of undergraduate 
students, and thousands of high school students; Soviet­
American scholarship program. 

2) To use the resources of technology for better communi­
cations - elimination of jamming, mutual satellite trans­
missions, exchanges in computer educational materials. We 
welcome the free competition of ideas and respect the right to 
hold different views. 

3) To pool scientific talent - cooperative research and 
space programs where there is something to be learned on both 
sides. Important past accomplishments include Apollo-Soyuz, 
mechanical heart. How much more could be done by working 
together? 

4) To bring cultural achievements closer - establishment 
of cultural centers, increased publication and distribution of 
books, possibly a book store in each country, increased 
language study. We have much to learn from one another. 

5) To channel competition into healthy athletic outlets -
increased sports exchanges, joint events. If we must compete, 
let it be in the athletic arena, rather than arms factories, 
in sweatsuits rather than military uniforms. 

-- Our open society is our greatest strength, believe the only 
way to break down barriers of mistrust is through more infor­
mation, communication and contact between our people. That is 
part of my vision of the future, and what I want to discuss 
further with Soviet leader Gorbachev in Geneva. 
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-- Differences between our two countries are substantial, but 
now is time to get programs like these underway. They will not 
solve our problems overnight, but can move us in the right 
direction. 

Not An Impossible Dream 

-- It is not an impossible dream that we can begin to reduce 
nuclear arsenals, reduce the risk of war and build a solid 
foundation for peace. It is not an impossible dream that our 
children and grandchildren can some day travel freely back and 
forth between America and the Soviet Union, visit each other's 
homes, work and study together, enjoy and discuss plays, 
music, television, and even root for each other's soccer 
teams. 

-- The American people are ready for this. I have confidence 
in their ability to sift fact from fiction, propaganda from 
honest proposals. The people of the Soviet Union should have 
the same opportunity. · 

I 

-- But governments can only do so much: once they get the 
b~!~_rolling, they should step out of the way and let people 
get together to share, enjoy, help, listen and learn from each 
other, especially young people. 

Peace involves everyone. It is built on the daily actions 
of citizens, especially in a democracy. 

-- History has shown us that peace is indivisible. Addressing 
all the problems we face together is the only way to develop a 
healthy, sound relationship based on equality, mutual trust 
and fairness: 

o no matter how good an arms control agreement may be, 
its chances of being approved are diminished if Soviet 
behavior in other areas is unacceptable: 

o similarly, the prospects for more trade and other 
bilateral exchanges are improved when governments treat their 
people with respect; 

o and the chances for reaching an arms control agreement 
are improved if the barriers between people are lowered, and 
regional tensions not exploited. 

-- That is the dream I am taking to Geneva. It is not an 
impossible dream. Our relationship will continue to be compe- -
titive in many ways, but, just as we have cooperated in the 
past to defeat a common enemy, we can do so again to defeat 
today's enemies: hunger, disease, poverty, illiteracy. 

-- Our peoples want nothing so much as peace, a better life 
for themselves and their children. We can have a more cooper­
ative relationship with the Soviet Union only if the Soviet 
leaders also want it. 



•. ~ 
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-- As the poet Robert Frost said" 
before we sleep." 

and many miles to go 

-- But our meeting in Geneva need not be an end: it could be 
the beginning of a renewed commitment to working together to 
shape a safer future for both our countries and the world. 
History will not forgive us if we do not make a start. 
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