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The Romance of Economic Development and
New Histories of the Cold War*

[A] remarkable thing has happened in the world in the last generation or so.
In spite of the immense range of variation in values and other elements of
culture, . . . there has come to be an almost world-wide consensus on the
evaluation of high, industrial-level, economic productivity. . . . Essentially it
means the general acceptance of the industrial models of Western society as
providing at least one essential part of the “good society.”

—Talcott Parsons, 1960’

The year 1960, when sociologist Talcott Parsons wrote about industrial pro-
ductivity, was an especially inopportune time to celebrate global harmony. Cold
War crises brewed around the world that year: the superpower conflict over
Berlin was accelerating; Soviet pilots shot down an American spy plane, scut-
tling a superpower summit in Austria; planning for an American-backed inva-
sion of Cuba neared completion; and Mao Zedong’s China squared off against
the USSR. With such events transpiring all around him, how could Parsons
describe an “almost world-wide consensus” about anything?

The juxtaposition of Parsons’s consensus and Cold War crises provides
important lessons for scholars interpreting the Cold War. Historians have, for
many years, described the Cold War as a political and ideological battle mani-
fested in episodic superpower crises. Political conflicts have defined the Cold
War in monographs, textbooks, and the popular imagination for so long that
they often seem to encompass the entire era. Recent riches from the “archival
gold rush” of newly available documents from East Bloc archives have only rein-
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at the George Washington University, the University of Colorado, Harvard University’s Cold
War Studies Seminar, and the University of Connecticut all provided useful advice and dissent.
Ethan Pollock, Mark Kramer, and the anonymous referees for Diplomatic History improved the
essay, even if I was unable to take all of their suggestions into account. Finally, thanks to Robert
Schulzinger for guiding this article through the publication process.

1. Talcott Parsons, “Some Principal Characteristics of Industrial Societies,” in The Trans-
Sformation of Russian Society: Aspects of Social Change since 1861, ed. Cyril E. Black (Cambridge,
MA, 1960), 21, emphasis in the original.
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forced this crisis-by-crisis emphasis.” But the Cold War existed outside of
military conflict, outside of diplomatic standoffs, and outside of superpower
summits; it also encompassed crucial agreements and disagreements about eco-
nomics. These economic issues unfolded slowly, only rarely becoming the sort
of critical flashpoint that is the stuff of Cold War historiography; occasionally,
though, economic issues undergirded or even provoked such crises. Widespread
desire for higher levels of economic production, as well as conflicts over the
path to higher production, defined the shape of international relations in the
Cold War as well as the experiences of those who lived through it.

Parsons’s emphasis on a global consensus draws attention to important aims
shared by most nations of the world in the Cold War era. The principal Cold
War adversaries agreed that economic performance was a defining element of
modern life and an important measure of national success. Industry, further-
more, was the prerequisite for higher levels of economic performance.

The sociologist’s claims about a consensus on performance, however, masked
two areas of conflict that also defined the economics of the Cold War. First,
Parsons conflated industrial societies with “the West” (in the Cold War sense
of that term) in a misleading way. Consensus about the goal of economic per-
formance did not imply consensus about means. To many participants in the
economic Cold War, especially those in the emerging third world, the United
States and the Soviet Union defined two different forms of economic organiza-
tion, both aimed at achieving high productivity. Conflicts over economic organ-
ization counterposed a model of Soviet planning with a Western (especially
American) model of free markets. The fact that actual economic systems fell
between these two ideal types should not reduce the intensity of planning-
versus-market debates around the world.

Secondly, Parsons slips quickly from a discussion of production (“industrial-
level economic productivity”) to consumption (“good society”). Agreement on
the benefits of high productivity did not yield universal agreement on economic
priorities. Indeed, around the world, Cold War economic policies sought to gen-
erate guns, butter, and machines; conflicts about how to balance these aims had
a direct and significant impact on international relations. Economists and polit-
ical leaders in Europe, America, and the third world fought over the proper
balance between consumption and investment, between using the fruits of
increased production to improve standards of living in the short term, and
investing the gains in the hopes of reaching even higher levels of production in

2. On histories of the Cold War that explore crisis moments with special acuity, see
John Lewis Gaddis, We Now Know: Rethinking Cold War History (Oxford, 1997); Vojtech Mastny,
The Cold War and Soviet Insecurity: The Stalin Years (Oxford, 1996); and Vladislav Zubok and
Konstantin Pleshakov, Inside the Kremlin’s Cold War: From Stalin to Khrushchev (Cambridge,
MA, 1996). Gaddis (pp. 189—94) addresses this issue briefly before turning to Soviet views
about intercapitalist rivalries. I borrow the “gold rush” phrase from Mark von Hagen, “The
Archival Gold Rush and Historical Agendas in the Post-Soviet Era,” Slavic Review 51 (1993):
96—100.
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the future. Pressure to devote additional resources to enhancing military
strength further complicated battles over economic priorities; the demands
upon output clearly outstripped the supply.

Taken together, these three economic trends—consensus over the need for
performance and conflicts over both organization and priorities—existed at the
Cold War'’s epicenter and beyond the farthest reaches of the superpowers. Three
case studies, bringing together primary and secondary sources, suggest the
breadth and depth of economic concerns during the Cold War. The first case
examines interconnected conflicts over organization and priorities in one of
the Cold War’s most important economic battlegrounds, India. Indian leaders
negotiated between American and Soviet strategies of development as they
strove to create an industrial society. Yet what little attention India receives from
scholars of the Cold War centers on political and military crises.’ The other
cases explore conflicts over economic priorities. One examines the economic
competition between the United States and the Soviet Union, a competition
that shifted its emphasis from production to consumption. The challenge of
providing consumer goods while expanding industrial and military capacity
shaped social, economic, and political life from the origins of Soviet power in
1917 to its collapse in 1991. The final case study is even more familiar to Cold
War historians: the diplomatic crises leading up to the construction of the Berlin
Wall in 1961. While historians have recently retold the history of the Berlin
cases using impressive new documents from East Bloc archives, they have too
often focused on politics to the exclusion of the fundamental economic issues
at stake. Taken together, these cases show how economic performance, organ-
ization, and priorities shaped the rise, the impact and the eventual demise of
the Cold War.#

Studying connections between economics and foreign policy, of course,
would hardly constitute a “new history of the Cold War.” A scholarly trend
dating back to William Appleman Williams’s writings in the late 1950s asserted
that American foreign policy was the expression of the financial interests of
one or another sector of the capitalist economy, or that American diplomacy
took the stability and expansion of the capitalist economic order as its princi-

3. H.W. Brands, the award-winning diplomatic historian who is one of the most prolific
historians of his generation, devotes little attention to economic issues in his otherwise useful
survey of American-Indian relations; see Brands, The United States and India: The Cold Peace
(Boston, 1990). Andrew J. Rotter, Comrades at Odds: The United States and India, 1947-1964
(Ithaca, 2000) focuses primarily on cultural elements of American-Indian relations. A notable
exception to this generalization is Dennis Merrill, Bread and the Ballot: The United States and
India’s Economic Development, 1947-1963 (Chapel Hill, NC, 1990).

4. This essay seeks to extend and expand earlier calls for broadening the scope of Cold
War international history; see especially Nigel Gould-Davies, “Rethinking the Role of
Ideology in International Politics during the Cold War,” Fournal of Cold War Studies 1 (Winter
1999): 9o—109; Odd Arne Westad, “The New International History of the Cold War: Three
(Possible) Paradigms,” Diplomatic History 24 (Fall 2000): 551-65; and the historiographic aims
of Nigel Gould-Davies in “The Logic of Soviet Cultural Diplomacy,” Diplomatic History 27
(April 2003): 193-194.
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pal aims.’ Other historians working on American topics have identified the con-
nections between economic performance and international relations, focusing
especially on national security. In Melvyn Leffler’s words, “U.S. policymakers
were altogether cognizant that their country’s national security resided in its
relative economic and technological superiority over any potential adversary.”
Similarly, Diane Kunz has written a convincing history of the American expe-
rience in the Cold War that demonstrates how international political conflict
combined with economic cooperation to create an American system able to
deliver both guns and butter.® Yet these studies, for all of their value, have
focused exclusively on America’s role in the Cold War, and have focused pri-
marily on economic and national-security interests. But economic interests,
however broadly construed, do not exhaust the economic aspects of the Cold
War. An understanding of these aspects—performance, organization, and pri-
orities—entails a look back before the Cold War began.

As Parsons suggests in the epigraph, consensus about production emerged
in the interwar years. Its appearance was closely linked to the Soviet Union, in
large part because that nation’s concerted efforts to industrialize rapidly cap-
tured the attentions and imaginations of so many observers both within and
especially outside that country. Leading Bolsheviks spent much of the 1920s
debating strategies for rapid economic expansion, turning a predominantly
agricultural nation into an industrial powerhouse.” As historian Moshe Lewin
argued in the 1960s, strategies for economic development rose and fell with the
political fates of those promoting them. The strategy debates were resolved in

5. The classic statement is William Appleman Williams, The Tragedy of American Diplo-
macy (New York: 1959); some important follow-up works emphasizing the importance of the
search for markets in the making of twentieth-century American foreign relations include
Lloyd Gardner, Economic Aspects of New Deal Diplomacy (Madison, WI, 1964); Walter La Feber,
America, Russia, and the Cold War, 1945-1996 (New York, 1997 [1967]); Gabriel Kolko, Con-
Sfronting the Third World: United States Foreign Policy, 1945—-1980 (New York, 1988); William
Appleman Williams, Empire as a Way of Life: An Essay into the Causes and Character of America’s
Predicament, along with a Few Thoughts about an Alternative (Oxford, 1980); and Andrew J.
Rotter, The Path to Vietnam: Origins of the American Commitment to Southeast Asia (Ithaca, NY,
1987). For a recent call to arms about a return to such explanations, see Robert Buzzanco,
“What Happened to the New Left? Toward a Radical Rereading of American Foreign Rela-
tions,” Diplomatic History 23:4 (Fall 1999): §75-607. John Lewis Gaddis claims that William
Appleman Williams was an economic determinist while Marx wasn’t—thus inverting Eugene
Genovese’s biting criticism of Williams for being insufficiently Marxist; see Gaddis, “The
Tragedy of Cold War History,” Diplomatic History 17 (Winter 1993): 1-16; and Genovese,
“William Appleman Williams on Marx and America,” Studies on the Left 6 (January-February
1966): 70-86.

6. Melvyn P. Leffler, The Preponderance of Power: National Security, the Truman Administra-
tion, and the Cold War (Stanford, CA, 1992), quoted on pp. 2-3; Robert A. Pollard, Economic
Security and the Origins of the Cold War, 1945-1950 (New York, 1985). Diane B. Kunz, Butter
and Guns: America’s Cold War Economic Diplomacy (New York, 1997).

7. See the classic book on these debates by Alexander Erlich, The Soviet Industrialization
Debates, 1924-1928 (Cambridge, MA, 1960); also Moshe Lewin, Political Undercurrents in Soviet
Economic Debates: From Bukbarin to the Modern Reformers (Princeton, NJ, 1974).



The Romance of Economic Development and New Histories of the Cold War : 27

favor of what Joseph Stalin called “the great break” (velikii perelom)—a break
from Russia’s agrarian past:

We are advancing full steam ahead along the path of industrialization—to
socialism, leaving behind the age-old “Russian” backwardness. We are
becoming a nation of metal, a country of automobiles, a country of tractors.®

The first Five-Year Plan announced both the extraordinary goals and the new
methods of bringing about such rapid change. Russia would become “a nation
of metal” through the construction of huge new steel plants like the one at Mag-
nitogorsk; gigantic dam projects like Dnieprostroi would power new industrial
enterprises; newly mechanized collective farms would feed these new industries’
workers; and all of these activities would be coordinated by a centralized plan-
ning apparatus.’

The goal of rapid industrialization was to forge not just a “country of trac-
tors,” but also a country of tanks. Military aims were paramount in the early
Five-Year Plans; as Comrade Stalin had urged in 1931, “We are 50 or 100 years
behind the advanced countries. We must make good this distance in 10 years.
Either we do it, or we shall go under.” Planners gave priority to industries
that would expand Soviet military capacity, providing high levels of direct
expenditure—as much as one-sixth of the overall government budget in 1932.
Soviet planners also paid special attention to “dual-purpose sectors,” like
tractors, aviation, and chemicals, that could produce for the civilian sector but
could also be converted for military use.™

The rapid expansion of industry brought crushingly high costs in both
human and financial terms. Throughout the early plan era, most of the Soviet
population suffered a grave decline in their already-low standard of living.
“Forced savings”—backed up with the liberal use of coercion and violence—
funded the industrialization efforts.” As the first plan came to a close in 1932,

8. Stalin, “Year of the Great Break” (1929), in Works (Moscow, 1955), 12: 241.

9. R'W. Davies is currently completing his incomparable study of the Soviet economy in
the early plan era; see his series on “The Industrialisation of Soviet Russia.” Thus far volumes
1—4 have appeared. See also Naum Jasny’s classic works: Soviet Industrialization, 19281952
(Chicago, IL, 1962); and The Socialized Agriculture of the USSR: Plans and Performance
(Stanford, 1949).

0. Stalin, “Tasks for Economic Executives” (1931), Works (Moscow, 1955), 13: 529. On
defense spending, see David R. Stone, Hammer and Rifle: The Militarization of the Soviet Union,
1926-1933 (Lawrence, KS, 2000), chs. 5—7 and Appendix 1; Lennart Samuelson, Plans for
Stalin’s War Machine: Tiukbachevskii and Military-Economic Planning, 1925-1941 (New York,
1999), 200-204; and Mark Harrison, “Providing for Defense,” in Bebind the Facade of Stalin’s
Command Economy: Evidence from the Soviet and State Party Archives (Stanford, CA, 2001).

11. On consumption under central planning, see especially E.A. Osokina, Terarkbiia potre-
bleniia: o zhizni lindei v usloviiakh stalinskogo snabzheniia, 1928-1935 gg. (Moscow, 1993); and
Osokina, Za fasadom “Stalinskogo izobiliia”: Raspredelenie i rynok v snabzhenii naseleniia v gody
industrializatsii, 1917-1941 (Moscow, 1998). On the costs of collectivization, see the Millar-
Nove debate asking “Was Stalin really necessary?” reprinted in James R. Millar, The Soviet Eco-
nomic Experiment, ed. Susan J. Linz (Urbana, IL, 1990); also, for the conclusion that agriculture
drained resources from industrialization, Holland Hunter and J.M. Szyrmer, Faulty Founda-
tions: Soviet Economic Policies, 1928-1940 (Princeton, NJ, 1992).
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these conditions worsened drastically in most rural areas; a famine devastated
the USSR’s breadbaskets, leaving millions dead."

Many observers within and outside the Soviet Union were enamored of both
rapid industrialization and the methods of central planning. Some Soviet
workers, as Lynne Viola described, joined volunteer detachments to force
reluctant peasants into collective farms. Their contribution to the eradication
of “age-old ‘Russian’ backwardness” was to build collective farms by force."
Meanwhile, non-Communist economists, engineers, and industrial supervisors
found their desire for managerial control fulfilled by the notion of central plan-
ning. Their enthusiasm for planning rested on a combination of bureaucratic
self-interest and a shared vision of the benefits of planning; these industrial
managers supported and often promoted central planning, in historian David
Shearer’s words, “precisely because of the technocratic and pro-managerial
implications of those plans, or because these plans evoked a vision of modern
industrialism that mesmerized Party members and professionals alike.”™

Support for planning existed well beyond the Soviet Union, as leftists and
economic planners from overseas flocked to observe the plan in action. Many
of the pilgrims of planning succumbed to what George Frost Kennan termed
“the romance of economic development.” Kennan coined the phrase while
posted to Riga, the capital of then-independent Latvia and home to the State
Department’s window on Russia. In late 1932, as the USSR anticipated the com-
pletion of its first Five-Year Plan, a senior officer solicited a report on economic
prospects and social satisfaction in the USSR. Kennan’s response detailed many
reasons for pessimism about the Soviet Union: the political and social tensions
of daily life, the innumerable shortages of basic goods, and the general chaos
of the era. But he then struck a surprisingly optimistic note about the Soviets’
social conditions. Kennan was deeply impressed by the Russian population’s
enthusiasm for the changes taking place, in spite of the hardships they endured.
With a literary flair rarely found in Record Group 59, Kennan wrote that the

12. A multinational, multivolume study of the impact of collectivization in the Soviet is
Tragediia Sovetskoi derevni: Kollektivizatsiia i raskulachivanie, Dokumenty i materialy, 4 vols., ed.
VP. Danilov, R.T. Manning, and L. Viola (Moscow, 1999-). See also Gabor Rittersporn,
“Modernisierung durch Vernichtung? Uber einige Folgen der Kollektivierung der sowjetis-
chen Landwirtschaft,” Zeitschrift fiir Geschichtswissenschaft 23:9 (September 1995): 8og9—21. For
an admirable case study, and citations to other works on the famine, see D’Ann Penner, “Stalin
and the Ital’ianka of 193233 in the Don Region,” Cabiers du monde russe 39 (1998): 27-67.
On the demographic impact of the famine, see S.G. Uitkroft [Wheatcroft], “O demografich-
eskikh tragedii Sovetskoi derevni v 1931-1933 gg,” in Tiagediia sovetskoi derevni, vol. 3.

13. For the perspective of these workers, the so-called “25,000-ers,” see Lynne Viola, Best
Sons of the Fatherland: Workers in the Vanguard of Soviet Collectivization (Oxford, 1987); for the
battles with the peasantry, see Lynne Viola, Peasant Rebels under Stalin: Collectivization and the
Culture of Peasant Resistance (Oxford, 1996); Sheila Fitzpatrick, Stalin’s Peasants: Resistance and
Survival in the Russian Village after Collectivization (Oxford, 1994).

14. David R. Shearer, Industry, State, and Society in Stalin’s Russia, 1928-1934 (Ithaca, 1996),
16.
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“romance of economic development” in Russia had led young people to “ignore
all other questions in favor of economic progress.” Russian youth were willing,
he wrote, to “sacrifice the comfort and nerves of [their] whole generation” in
order to address the “immediate tasks of industrialization.”*s Unlike the Roman-
tics of the nineteenth century, who celebrated the rustic authenticity of pre-
modern peasants, the twentieth-century romance of development celebrated the
transformation of a peasant society into a modern industrial one.™

Many observers of the USSR, from around the world and across the politi-
cal spectrum, considered central planning an essential precondition for quickly
overcoming economic backwardness. Economic planning had many adherents
in the West well before the crash of 1929, let alone before economists reached
a consensus about the seriousness of the economic crisis. The Depression, pre-
dictably, further stoked interest in central planning.'” True to the meaning of
romance, this interest grew even as the plan exacted a tremendous toll on the
inhabitants of the Soviet Union. Western interest in Soviet planning focused
not just on its potential benefits to production, but also on planning’s capacity
to enhance the reach and effectiveness of central power.” America’s Russia
experts—in universities, in the State Department, or in the journalistic corps—
often recognized the high costs of Soviet industrialization but cheered it on
nevertheless. Some even used a perfect sound-bite that balanced the costs and

15. Memorandum for the Minister, in Robert Skinner to the Secretary of State, 19 August
1932, State Department Decimal File (Record Group 59, U.S. National Archives), 861.5017
Living Conditions/510. Kennan’s source on youth morale was a book by sociologist Klaus
Mehnert—Die Fugend in Sowjetrussland (Berlin, 1932). For Kennan’s evaluation of this memo-
randum from the perspective of the twenty-first century, see Kennan, “Memorandum for the
Minister,” New York Review of Books 48 (26 April 2001): 23.

16. On Romanticism, see especially Raymond Williams, The Country and the City (Oxford,
1973); also Paul H. Johnstone, “Turnips and Romanticism,” Agricultural History 12 (July 1938):
224-55.

17. For instance, the number of books on the USSR (according to Peter Filene’s count)
jumped in 1927-28 and then again in 1931-32; see Peter G. Filene, Americans and the Soviet
Experiment, 1917-1933 (Cambridge, MA, 1967), 287. On economic forecasts, see Christina D.
Romer, “The Great Crash and the Onset of the Great Depression,” Quarterly Journal of Eco-
nomics 105 (August 1990): 597—624. On planning in the 1920s, see Guy Alchon, The Invisible
Hand of Planning: Capitalism, Social Science, and the State in the 19205 (Princeton, NJ, 1985); and
John M. Jordan, Machine-Age Ideology: Social Engineering and American Liberalism, 1911-1939
(Chapel Hill, NC, 1994). On links between the Soviet Union and the New Dealers, see Lewis
S. Feuer, “American Travelers to the Soviet Union, 1917-1932: The Formation of a Compo-
nent of New Deal Ideology,” American Quarterly 14 (Summer 1962): 119—49. For an argument
about the attraction to the Soviet Union that parallels mine although it focuses more strictly
on fellow-travelers, see David Caute, The Fellow-Travelers: A Postscript to the Enlightenment
(New York, 1973).

18. There are close parallels here with what James Scott calls “authoritarian high mod-
ernism”: see James C. Scott, Seeing Like a State: How Certain Schemes to Improve the Human
Condition Have Failed (New Haven, 1998). For a direct Soviet-American comparison along par-
allel lines, see Kate Brown, “Gridded Lives: Why Kazakhstan and Montana Are Nearly the
Same Place,” American Historical Review 106 (February 2001): 17—48.
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benefits of Soviet economic policy in the Plan era: Russia, numerous observers
wrote, was “starving itself great.””” The goal of industrialization, they implied,
justified almost any means.

Different experts were attracted to different aspects of the so-called “Soviet
experiment” in economic and social transformation. Economist Stuart Chase—
who coined the term “New Deal”—praised Soviet policy for increasing the
coordination and efficiency of the economy. He wanted Western economies to
create their own centralized planning agencies; “why should the Russians,” he
asked, “have all the fun of remaking the world?”** Economist Calvin Bryce
Hoover, a staunch critic of the Soviet Union and one of the first to describe the
nature of totalitarian societies, expressed similar enthusiasm. Soviet economic
policy might be coercive, even deadly, wrote Hoover, but it nevertheless repre-
sented the most “striking proof [in all history] of the power of the human intel-
lect over the material world.””" Even Kennan balanced his criticisms of Soviet
policies with an appreciation the Soviets’ goal of modernization. His first
memoirs (written in 1938) note that “we wished the Kremlin no ill in its efforts
toward the modernization of Russia, in its program of internal development.”
He even referred to the “unquestionable desire to modernize a backward
country” when evaluating Soviet aims.”

Cheers for Soviet industrialization were heard not only to Russia’s west but
also to its south. India’s Jawaharlal Nehru, for instance, wrote enthusiastically
about Russian industrial progress. During his first visit to Moscow in 1927, he
drew explicit comparisons between Russia’s circumstances and India’s, claiming
that Russia’s determination to overcome its economic backwardness would make
India’s struggle all the easier. He watched the “Soviet experiment” with partic-
ular interest, seeking to learn the strategies of rapid industrialization.*’ He later
recalled that the Soviet Union’s economic ambitions provided a sharp contrast
with the bleak outlook in the 1930s; the Five-Year Plans were “a bright and
heartening phenomenon in a dark and dismal world.”**

19. Journalists Louis Fischer, H.R. Knickerbocker, and William Henry Chamberlin, as
well as Harvard political scientist Bruce Hopper and German newspaper editor Boris Brutzkus,
were among those who used the phrase. Fischer is quoted in Experiences in Russise—1931: A
Diary (Pittsburgh, 1931), 85; Knickerbocker, “Everyday Russia,” in The New Russia; Eight Talks
Broadcast by the BBC (London, 1931), 21; William Henry Chamberlin, “Russia between Two
Plans,” New Republic 74 (15 February 1933): 7-8; Bruce Hopper to Hamilton Fish Armstrong,
January 18, 1930, in Hamilton Fish Armstrong Papers (Mudd Library, Princeton University),
box 35; and Boris Brutzkus, Economic Planning in Soviet Russin (London, 1935), 226.

20. Chase, The New Deal (New York, 1933), 252.

21. Hoover, The Economic Life of Soviet Russin (New York, 1931), 67. Professor Hoover was
not related to either the president or the FBI director with whom he shared a surname.

22. Kennan, “Fair Day, Adieu!” (1938), in George Frost Kennan Papers (Mudd Library,
Princeton University), box 235.

23. Nehru, Soviet Russia: Some Random Sketches and Impressions (Bombay, 1949 [1929]);
for context see Sarvepalli Gopal, Fawabarlal Nebru: A Biography (London, 1975), vol. 1, 93—
108.

24. Nehru, Toward Freedom: The Autobiography of 7. Nebru (New York, 1941), 230-31.
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Nehru’s enthusiasm for Soviet economic plans grew through the 1930s. He
recognized the high costs but thought them a small price to pay: “With all its
defects and mistakes and ruthlessness,” he wrote three years after the famine,
the Soviet Union was “ever marching forward.” While imprisoned during
World War II, Nehru made more explicit his interest in replicating Soviet-style
industrialization. He called for speeding economic growth even at the expense
of what he termed “lesser liberties” like political and intellectual freedoms.*
His enthusiasm for the USSR was based on his assessment of its economic per-
formance in the 1930s, not on its political ideology. In this, he found common
ground with American Soviet experts like Chase and Hoover, who rejected
Communism while extolling Soviet planning.

Nehru’s enthusiasm suggests that the romance was not just an intellectual
movement, and not just prominent between the World Wars. Enthusiasm
for rapid industrialization through central planning prevailed throughout the
third world in the 1950s and 1960s. The power of the Soviet model was so
strong that those swayed by the romance of economic development typically
assumed that planning was the sole means to that end. Swedish economist
Gunnar Myrdal made this point in his “inquiry into the poverty of nations,”
Asian Drama (1967). Many third world leaders, he noted, channelled their
desires for “political, social and economic reform” into a call for economic
development. These leaders equated development with planning; thus, as
Myrdal put it, “planning becomes the intellectual matrix of the entire modernization
ideology.” Industrialization could eradicate poverty, the syllogism went, and
industrialization required central planning.”® Debates over the strategies for
economic development quickly became entangled in Cold War politics. Soviet
leaders tried to convert the popularity of their economic model into a political
advantage. Meanwhile American officials sought to counter Soviet efforts in the
third world, viewing with deep suspicion any praise for or even interest in Soviet
economic models.

Nowhere were these dynamics more visible than in India. After returning
from his European and Russian travels in the mid-1930s, Nehru took up the
cause of planning. He served as the first chair of the Indian National Congress’s
planning committee. That committee, created in 1938, focused its work on
industry. India’s principal concerns of poverty, unemployment, national defense,
and economic regeneration “cannot be solved without industrialization,” the
committee claimed.”” The same argument appeared in the foundational docu-

25. Nehru, Foreword to M.R. Masani, Soviet Sidelights (1936), in Nehru, The Selected Works
of Jawaharlal Nebru (Bombay, 1977), 7:128-29; Nehru, The Discovery of India (New York, 1946),
17.

26. Gunnar Myrdal, Asian Drama: An Inquiry into the Poverty of Nations, 3 vols. (New York,
1968), ch. 15, quoted 2: 711. Emphasis in original.

27. Report [of the] National Planning Committee, ed. K. T. Shah (Bombay, 1949), 5, 41; this
book appeared after the dissolution of the Committee in 1949 but includes significant mate-
rials from earlier discussions of planning.
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ments of India’s planning apparatus after independence in 1947. Prime
Minister Nehru created an official Planning Commission to enact—no longer
just debate—economic policy for an independent India. Continuing economic
problems helped neutralize opposition to some form of central planning. The
Planning Commission’s early work recognized the scope and depth of India’s
economic hurdles, but called for a single solution: the concerns of poverty,
unemployment, national defense, and economic expansion, it concluded,
“cannot be solved without industrialization.” In this they reiterated Nehru’s
argument. In his speeches as prime minister—including one entitled “Produce
or Perish”—Nehru constantly emphasized industrialization. “It is obvious,” he
told one group, “that India must be industrialized as rapidly as possible.” And
to achieve this goal of industrialization, India’s new leaders stressed central plan-
ning.”® Indian planning also illustrates the prominence of the Soviet model to
discussions of planning in the newly independent nations. During World War
I, as demands for (and the likelihood of) independence increased, economic
plans proliferated. Each of these planning documents—f{rom Left to Right—
invoked the example of the early Soviet plans.*

The first Indian plan, initiated in 1950, emphasized deficit spending and
industrial growth at a moderate pace. All aspects of the plan were geared toward
a single goal: increasing overall production. Agriculture received special atten-
tion because, as the plan documents stated, “the shortage of food and raw mate-
rials is at present the weakest point in the country’s economy.” While Nehru
had hoped for more industry, his hold over his Congress Party (which faced
challenges from both Left and Right) was not sufficient to stamp his own
imprint on the plan. The agricultural sector, for instance, accounted for 33
percent of the planned expenditures—and 44 percent of the actual spending.
In contrast, only 7 percent of the planned spending went toward industry and
mining. Of that amount, small-scale village industries received as much as
larger-scale manufacturing—a vestige of Mohandas Gandhi’s influence and cer-
tainly far from Nehru’s desires. By the conclusion of the plan in 1955, finished
steel production had reached just under half the projected level, while produc-
tion of pig iron, an essential intermediate product for industry, came in at only
17 percent of the planned level.>* As the gaps between planned and final expen-

28. Report [of the] National Planning Committee, 5. Nehru, “Produce or Perish” (1948), in
Independence and After, 1:159-63; Nehru, “Economic Democracy” (1952), in Independence and
After, 2:92.

29. See, for instance, Sir Purshotamdas Thakurdas, et al., Memorandum Outlining a Plan
of Economic Development for India (Middlesex, Eng., 1944), 9, 29; and B.N. Banerjee, et al.,
People’s Plan for Economic Development of India, Being the Report of the Post-War Reconstruction
Committee of the Indian Federation of Labour (Delhi, 1944), v, 1.

30. Government of India, Planning Commission, The First Five-Year Plan: A Summary
(Delhi, 1952); also Francine R. Frankel, India’s Political Economy, 1947-1977: The Gradual
Revolution (Princeton, NJ, 1978), ch. 3; and A.H. Hanson, The Process of Planning: A Study of
India’s Five-Year Plans, 1950-1964 (Oxford, 1966), ch. 4.
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ditures suggest, achievements fell far short of aspirations, and nowhere more
than in industrial production.

By 1953, though, the prime minister had regained control of the planning
process. Together with newly appointed planning chief Prasanta Mahalanobis,
Nehru ratcheted up investment in industry at the expense of agriculture. Maha-
lanobis, trained in physics, soon turned to economic theory; his first work
on this topic emphasized the importance of heavy industry to rapid economic
expansion. Without the means to produce machinery, he theorized, Indian
economy would face a low ceiling of growth.’* This model echoed an early
Soviet one, though it made no specific references to the USSR.3* Even before
his theoretical article was published in 1953, Mahalanobis declared that plan-
ning provided a far better route to investment (especially investment in heavy
machinery) than capitalism could. Thus his interests in Soviet economic
organization followed from his enthusiasm for Soviet economic performance.
Seduced by the romance of economic development, Mahalanobis saw planning
as the quickest route to an industrial society. “It is now accepted,” he declared,
“that economic planning in the USSR. .. has led to a far more rapid rate of
industrialization than had been achieved in Western Europe and the United
States in the past.” The key, Mahalanobis concluded from his studies of the
USSR, was steel. It was steel, he claimed, that turned underdeveloped Russia
into an economic power in less than four decades.

It is hardly a surprise, then, that Mahalanobis’s draft plans paralleled the first
Soviet plans. The second and third Indian plans bear the marks of Nehru-
Mahalanobis teamwork; they began with heavy industry and ended with steel.
Investment in industry tripled from the first plan to the second (from 7 percent
of the total to over 22 percent) while investment in agriculture dropped from
16 percent to less than 12 percent. The second plan, for instance, called for a
trebling of steel output and a doubling of output in pig iron. The plan’s call for
a fourfold increase in machine tool production marked the high point of its
industrial ambitions.3*

31. Mahalanobis, “Some Observations on the Process of Growth of National Income,”
Sankhya, The Indian Journal of Statistics 12 (1953): 307-12. In that article, Mahalanobis recog-
nized the similarity between his methods (though not his conclusions) and those of growth
economists Evsey Domar and Roy Harrod, though he claimed independent derivation of the
model.

32. G.A. Fel’dman, “K teorii tempov narodnogo khoziaistva,” Planovoe Khoziaistvo 1928
#11, pp. 14670, continued in 1928 #12, pp. 161-78. Evsey Domar formalizes Fel’dman’s
model, while also noting its similarity to Mahalonobis’s, in Domar, “A Soviet Model of
Growth,” in his Essays in the Theory of Economic Growth (Oxford, 1957).

33. “National Income, Investment, and National Development” (4 October 1952); “The
Approach to Planning in India” (11 September 1955); “Science and National Planning” (8
January 1958); and “The Industrialization of Underdeveloped Countries—A Means to Peace”
(September 1958), all in Mahalanobis, Papers on Planning, ed. PK. Bose and M. Mukherjee
(Calcutta, 1985), 5, 131, 141, 186.

34. These data are from Hanson, Process of Planning, chs. 4-5. On the second and third
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The second plan took more from the Soviet Union than planning priorities.
Emulating the Soviet showcase project at Magnitogorsk, Indian officials began
building a steel mill complex at Bhilai. This huge complex was funded by Soviet
credits and advised by over three hundred Soviet engineers. In an exchange of
visits, both Nehru and Soviet premier N. A. Bulganin celebrated the similari-
ties between Indian and Soviet planning. Nostalgically if condescendingly,
Bulganin referred to the nations’ respective steel projects, noting how Bhilai
“reminded us of the atmosphere of our first Five-Year Plan, when we were
building our first big enterprises.”’s Postwar Soviet leaders’ nostalgia for the
heroic years of the USSR often harkened back to the “great break” of the
1930s.3* Both nation’s leaders portrayed India as learning from the Soviet
experience.

Indian planners also gathered insights from the Soviet Union through direct
exchange. Mahalanobis’s institute hosted leading economic planners like Oskar
Lange from Poland and M. I. Rubinshtein from the Soviet Union. Mahalanobis
himself visited many socialist nations, and spent weeks observing the workings
of Gosplan, the principal Soviet planning agency. In spite of all of this inter-
change, however, it is important to note its limits; Indian planning was an
exclusively Indian process, with Soviet advice but without a direct Soviet role.
Mahalanobis consulted with Western economists as well, including Americans
John Kenneth Galbraith, Max Millikan and Walt Rostow and Dutch develop-
ment specialist Jan Tinbergen.’” Nehru and Mahalanobis were interested in the
USSR but hardly beholden to it.

As affirmative as Nehru was about Soviet economics, he maintained a wary
distance from Soviet political positions. His excitement about Soviet planning
did not extend to its political ideology or its foreign policy. As prime minister
in the late 1940s, Nehru harshly criticized both the Communist Party of India
and the Soviet Union for their political activities. His public and private state-
ments emphasized India’s distance from and displeasure with the Soviet Union
and the Indian Communist Party. As the Soviets called on the Communist Party
of India (CPI) to direct rebellion against the new national government in 1947,
Nehru launched an all-out public campaign to discredit both the CPI and the
USSR. He publicly condemned Soviet “expansionism” and “aggression” while
accusing Indian Communists of “a complete lack of integrity and decency.” In
a 1949 speech, Nehru bashed the Communists for attempting to sabotage the

“Jawaharlal Nehru and the Five Year Plans” (1964), repr. in Singh, Towards an Integrated Society:
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fragile Indian state, arguing that they were not promoting a social theory, but
spreading chaos.’® Historians who interpret American-Indian relations solely in
terms of politics ignore crucial aspects of the relationship. As Dennis Merrill’s
work demonstrates, economic issues were at the heart of American and Indian
mutual images. Similarly, Nehru’s promotion of neutralism was about economic
and political self-determination, not a desire to create people’s republics across
the third world.?* The Communist specter that haunted Nehru’s India was about
the hammer and sickle—about industry and agriculture—and not just about the
red flag of Marxism.

Similar stories unfolded elsewhere in the third world. Indonesia’s leaders,
like India’s, sought to work toward economic development while steering clear
of both Cold War camps. In 1955, President Sukarno hosted a conference of
the so-called “Afro-Asian nations,” newly independent nations that avoided
siding with either side of the Cold War conflict. While the presence of repre-
sentatives from the People’s Republic of China suggests a broad definition of
“non-alignment,” the conference marked a significant effort of former colonies
to find their own paths to development. The pronouncements of the confer-
ence emphasized the nations’ unanimity about economic performance as a pri-
ority. The very first substantive sentence of the final communique at Bandung,
for instance, announced that participants “recognised the urgency of promot-
ing economic development” in the region. But they left open the question of
economic organization, arguing that each nation had to find its own path to
modernity, learning from but not following the Cold War antagonists.*°

This message of neutralism was not well-received in the capitals of the Cold
War, especially Washington. Department of State officials sought to undercut
the impact of Bandung with a set of carefully timed announcements.*" In the
year after Bandung, President Sukarno visited Washington, yet won few friends
there. Well before Sukarno’s trip, the National Security Council summed up its
main policy goal in the region: “To prevent Indonesia from passing into the
Communist order.” In spite of Sukarno’s notably friendly speech to Congress,

38. See Gopal, Fawabarlal Nebru, 2: 44—46, 63-64, 71. Nehru, “We Should Pull Together”
(1949), in Nehru, Independence and After (New Delhi, 1949), 181-83; a very broad overview is
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Social Sciences: Essays on the History and Politics of Knowledge, eds. Frederick Cooper and Randall
Packard (Berkeley and Los Angeles, 1997).
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American diplomats viewed Indonesia through Cold War lenses. Ambassador
Howard Palfrey Jones lectured Sukarno, for instance, against seating Commu-
nists in his cabinet. Even Ambassador Jones found Secretary of State John
Foster Dulles’s approach too black-and-white. Dulles, the ambassador recalled,
“looked upon neutrality as well-nigh immoral.” The fact that President Sukarno
also planned to visit Moscow and Beijing meant that he was as good as Com-
munist—never mind what that might suggest about his trip to Washington.*
Sukarno’s travels prompted further distrust on the part of American officials.
An aid agreement between the USSR and Indonesia—worth $1oo million—
hardly helped matters. By 1958, American intelligence doubted not only
Sukarno’s anti-Communism but also his ability to maintain control over an
increasingly fractious nation. In February of that year, the United States backed
a breakaway movement, the Revolutionary Government of the Republic of
Indonesia. American sources, though, had underestimated Sukarno’s political
resources; the Indonesian army decisively defeated the rebels and then exposed
American backing for the coup attempt.®

Indonesia’s political lapses were, to American analysts, compounded by its
economic failings. While Sukarno shared Americans’ belief in economic per-
formance, he had his own ideas about economic priorities and organization.
Indonesia’s first Five-Year Development Plan (1956-60) called for concentrated
investment in a small number of “vital industries” that could help solve pro-
duction bottlenecks, make use of Indonesia’s rich natural resources, and relieve
an inefficient agricultural sector. The implementation of these goals, however,
owed as much to domestic politics as to expert assessments of efficiency.* This
political emphasis is best symbolized by the documents for the Eight-Year Plan,
unveiled in 196o. Sitting six feet high, the plan consisted of eight volumes, sev-
enteen chapters, and 1,945 paragraphs—symbolizing Indonesia’s independence
on 17 August 1945. Ambassador Jones aptly called it an “ornament of state”
rather than a policy document.*

The equation of economic growth and political independence went beyond
the numerological conjuring of Indonesia’s Eight-Year Plan. For instance, Ben-
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jamin Higgins, the first Western economist stationed in independent Indone-
sia, complained that too many Indonesians equated sovereignty with prosper-
ity. Believing that the departure of the Dutch would automatically improve
Indonesia’s economic circumstances, Indonesian citizens (according to Higgins)
were not “development-minded” enough to work for economic improvement
on their own. They were not ready to make the sacrifices industrialization called
for—in other words, Indonesians were only weakly compelled by the romance
of economic development. This argument came in spite of rather sobering
words calling for sacrifice in early Indonesian planning documents. To meet its
economic goals, one report concluded, “a period of trial must be experienced
for the next twenty years.” As a result, the present generation’s reward would
be spiritual (a “reputation as the constructor and pioneer” of modern Indone-
sia) rather than material.#* American attitudes towards independent Indonesia
demonstrate the importance of debates over economic organization and prior-
ities, even while they show that political aspects also mattered.

American policy-makers saw both Indonesian and Indian economic policies
in Cold War terms. India, in particular, played a key role in Soviet-American
competition. Each Cold War camp invested significant financial and intellec-
tual resources in showing how India’s economic transformations proved the
superiority of its model. The comparisons with Asia’s other rapidly expanding
large economy, the People’s Republic of China, fueled another aspect of Cold
War economic competition.#” Soviet officials also supported Indian planning
efforts with enthusiasm, offering not just personnel and technical expertise but
also significant funding. They continually stressed the value of heavy industry—
a message which found receptive listeners in India. Aside from providing the
best prospects for capital accumulation, Soviet economists argued, heavy indus-
try would lead to rapid increases in productivity and help guarantee eco-
nomic independence. Even as India faced food shortages in the mid-196os,
some economists there argued that major investment in agriculture could be
counterproductive.**

Among American groups working for Indian economic development, MI'T%
Center for International Studies (CENIS) took a leading role. Modernization
impresario Walt Rostow had the highest public profile of the Center’s scholars,
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though he was only indirectly involved in many of its India-related activities.*
While Rostow was peripheral to the operations of its India project, it accorded
with his goal of keeping that nation in “Free Asia.” Center officials lobbied for
and publicized the need for American development aid overseas, focusing on
India in the late 1950s and early 1960s. The India project had many compo-
nents: a research element that aimed to “isolate the strategic variable [note
singular] in economic development”; a program to bring Indian economists
to MIT (participants included future Nobel laureate Amartya Sen); a study of
Indian intellectuals’ attractions to communism; and, perhaps most importantly,
a research station in Delhi that sought to apply the latest analytical tools to
questions of Indian economic policy.

Project participants explained the urgency of the India project in technical
economic terms but also in geopolitical ones, emphasizing the necessity of
keeping India out of the Soviet bloc. One report from a Center economist, pub-
lished in a series called “The Economics of Competitive Coexistence,” warned
that India’s adoption of Soviet-style planning would be “as decisive a victory for
the totalitarian East as can be visualized in any war, however hot.” These sen-
timents also found voice in private communication. The director of the Center,
economist Max Millikan, for instance, warned one colleague in 1959 that “the
shape which development planning in India takes over the next few months may
be as crucial a determinant of world history over the next decade as any other
single factor.”s° The danger, CENIS officials believed, was that Indian officials
and intellectuals would succumb to Communism. Rather than reacting with
dread to the Communist menace (which Rostow and his colleagues took as the
natural response), Indian intellectuals seemed unconcerned by, curious about,
or even sympathetic to aspects of the Soviet system. At times, scholars affiliated
with the Center reduced the attractions to a combination of pathology and igno-
rance. Rostow, for instance, argued that Marxism’s popularity in Asia was rooted
in its simplicity; the uncomplicated slogans of Marxism, he claimed, were easier
for Asian intellectuals to grasp than were the “diffuse and complex concepts of
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ities, see Donald L. M. Blackmer, The MIT Center for International Studies: The Founding Years,
1951-1969 (Cambridge, MA, 2002). For an intellectual history of modernization that places
Rostow’s ideas further from the center, see Nils Gilman, Mandarins of the Future: Moderniza-
tion Theory in Cold War America (Baltimore, forthcoming).

50. Wilfred Malenbaum, East and West in India’s Development, Economics of Competitive
Coexistence Series (Washington, DC, 1959), quoted at p. 8; CENIS, The Center for Interna-
tional Studies: A Description (Cambridge, MA, 1955), 25—30; and especially Rosen, Western Econ-
omists, ch. 5. On projects with Indian scholars, see especially CENIS Annual Report 9 (1959-60):
8—9 and Annual Report 10 (1960—61): 10-11. Max Millikan to Trevor Swan, § March 1959,
CENIS Papers (MIT Archives), box 9, folder 10. For more details on MIT’ India program,
see David C. Engerman, “West Meets East: The Center for International Studies and Indian
Economic Development,” in Staging Growth: Modernization, Development, and the Global Cold
War, ed. David C. Engerman, Nils Gilman, Mark H. Haefele, and Michael Latham (Amherst,
MA, 2003).



The Romance of Economic Development and New Histories of the Cold War : 39

the West.” CENIS also sponsored the work of sociologist Edward Shils, who
pathologized Indians’ communist leanings as inappropriate expressions of
channeled resentment. These scholars viewed Indian decisions about economic
organization as reflections of Cold War political ideology or even psychologi-
cal distress.’"

Rostow had some concerns about economic organization in India—
government planning there seemed to him overemphasized—but even more
about Indian economic priorities. He long opposed the Indian preference for
heavy industry, insisting instead that Indians should build up infrastructure and
agriculture before turning to industry. His economic analysis had led him to
promote the slow and steady progress toward industrial modernity. Agriculture,
not huge factories, would lead to balanced economic growth, Rostow noted in
a Harper’s article called “Marx Was a City Boy.”* A 1959 study team sent by
the Ford Foundation agreed. Their report insisted that “agricultural develop-
ment must be given the highest priority among all categories of development
for the remainder of the Second Five-Year Plan period and for the entire Third
Plan period.”s?

Rostow criticized India for trying to skip stages in his five-stage typology of
modernization. He worked with then-Senator John F. Kennedy to establish new
aid programs helping third world nations proceed from stage to stage in an
orderly fashion. Citing challenges such as China’s Great Leap Forward and
India’s Second Five-Year Plan, Kennedy called for a revolving capital fund of
$10 billion to enlarge private flows of investment to third-world nations.’* Once
installed in the White House in 1961, Rostow launched the “economic devel-
opment decade,” which sought to use development aid as a weapon in the
Cold War.55 This American vision of development, as recent scholars have
demonstrated, preached free markets while practicing a decidedly more mixed
economic structure. Funding large development projects—dams modelled
on the Tennessee Valley Authority were especially popular—Western agencies
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accepted and even encouraged government intervention in the economy, so
long as it was not called planning.

The economics behind Rostow’s claims had some merit. Most industrialized
nations had relied on agricultural surpluses to feed growing cities and to provide
export income and capital for investment.’” But even if his economic analysis
was correct, Rostow got the public relations all wrong. Third-world elites
typically defined modernity in terms of factories, not fields. Citing the Soviet
model, Nehru, Sukarno, and many others claimed that the only route to a
modern economy was by building huge factory complexes—and that the only
means was central planning. The economic vision and the economic history of
the Soviet Union gave it innumerable political advantages in the third world.
The importance of the USSR in the “battle for the hearts and minds of the
third world” went well beyond its well-publicized (if less well-funded) “eco-
nomic offensive.”s* It exemplified the economic priorities and economic organ-
ization to which many third world nations aspired.

Different economic factors were at work in other parts of the world. If Indian
conflicts revolved around economic organization, conflicts in Moscow and the
heart of Europe revolved around economic priorities. In Moscow, the succes-
sion struggle following Joseph Stalin’s death in 1953 revolved around economic
issues as well as political and personal ones. Georgii Malenkov called for deep
cuts in the military and in heavy industry, with the savings directed toward
immediate consumption. Yet, as political scientist George Breslauer put it,
Malenkov’s plan “lacked a mythology with broad roots in the Stalinist
tradition”—that is, it too quickly abandoned the romance of economic devel-
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opment. In contrast to Stalin, Nikita Khrushchev proposed increasing produc-
tion of both guns, machinery, and butter (or at least barley). He sought to main-
tain industrial production while increasing the availability of consumer goods.
Making use of his own experience in agricultural management, Khrushchev
called for a national program to boost food production through the cultivation
of “Virgin Lands.” In principle, then, Soviet consumers could eat better without
compromising their nation’s military and industrial might.%

While it is tempting for Americans to reduce Khrushchev’s consumerism to
his famous Kitchen Debate against then-Vice President Richard Nixon, the
Soviet leader’s interest in consumer goods went well beyond that one ill-
tempered exchange in 1959. Concerns about increasing consumption predated
the Kitchen Debate by several years. The Soviet economics profession had
turned to the study of consumption by 1957, publishing a range of empirical
and methodological articles on standards of living. Gone was the first Five-Year
Plan’s exhortation to “catch up with and overtake” the United States in the pro-
duction of steel, tractors, and tanks. Soviet economists still called for economic
competition, but focused on consumption rather than (as in the 1930s) on pro-
duction. The victory over capitalism would be assured, according to these econ-
omists, by increasing the Soviet standard of living.* A typical article insisted
that the essence of the Great October Socialist Revolution was an improvement
in the material condition of the workers." Another article, also from 1957, used
familiar Stalinist slogans in a new context. The author, an official in the Ukrain-
ian Communist Party, urged Soviet citizens to complete the decisive task of
catching up with and surpassing the United States—in the per-capita produc-
tion of meat, milk, and butter.®> Like the earlier Soviet goals to “catch up with
and surpass” the United States in production, these exhortations about con-
sumption never even approached fulfillment. Indeed, growth in Soviet con-
sumption was shwing by the time of the Kitchen Debate; from 1955 to 1960,
consumption grew by 4.2 percent annually, compared with only 2.5 percent in
the next quinquennium.”
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Khrushchev’s thaw led not only to a brief cultural efflorescence, but also to
a commitment to take consumer needs out of Stalinist deep-freeze.* In doing
so, however, the Soviet leader began a competition with the United States that
his nation was ill-equipped to win. If the race was over appliances rather than
arms, the United States led the USSR to an extraordinary, seemingly insur-
mountable, degree.®> And no longer could Soviet leaders claim that consumer
goods would only appear in socialism’s “bright future”; they claimed that such
goods would arrive in the here and now—and yet they were not, at least com-
pared with the United States and (increasingly) Western Europe. The Soviet
rhetoric of consumption exhibited a far more rapid expansion than Soviet
consumption itself, contributing to the growing doubts that the benefits of
socialism would ever arrive.

This context makes the Kitchen Debate seem all the more significant as a
chapter in American-Soviet relations. The model American kitchen came to
Moscow as part of a bilateral exchange of exhibits. In spite of official claims
that it represented the standard of living available to Americans, the model
exaggerated significantly. But its equipment, complete with a remote-control
“robot” cleaner, aptly symbolizes America’s chief propaganda theme in the
1950s: the high standard of living, or, as the US Information Agency termed it,
“The People’s Capitalism.” After arguing over who had more and more
powerful weapons, Nixon tried to steer the debate to a competition over
washing machines. Here, too, Nixon and Khrushchev maintained their aggres-
sive postures: each leader claimed that his side provided better durable goods
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to make life better for Ais nation’s housewives. At the same time as he sought
to shrink the appliance gap, though, Khrushchev called for high levels of invest-
ment in factory production. These dual promises—to continue rapid industrial
expansion while increasing consumer goods—contributed to the growing dis-
content with Khrushchev, both among the populace and among his fellow
leaders.

Khrushchey, furthermore, thought globally while acting nationally; he called
on Soviet citizens to maintain their “struggle and sacrifices” in order to further
the worldwide progress of socialism. He needed all the resources he could get
to help fulfill the global romance of economic development. The international
duty of the Soviet Union, Khrushchev exhorted, required sacrifices in the name
of industrial production at home and socialist fraternity abroad.*®®

Khrushchev’s successor Leonid Brezhnev, however, abandoned “self-
sacrificing” labor in the name of a new complacency. The stagnation of the
Brezhnev era reflects not just the slowing of economic growth, but acceptance
of what was rather than aspirations for what might be. This complacency
extended to the international arena. Whereas Khrushchev saw building the
international socialist system as the highest duty of Soviet citizens, Brezhnev
had more immediate and local concerns. The language, of course, differed
greatly. Brezhnev, upon taking the reins from Khrushchev in 1964, offered a
harsh criticism of his predecessor’s “subjectivism” in economic planning,
meaning the desire to achieve unrealistically high goals. Policies should instead
become exercises in the arts of the possible, guided by “objective economic cal-
culations.” Consumption should increase under Brezhnev’s plan, though the
consumer paradise that Khrushchev had promised faded into Brezhnev’s more
staid and penurious “actually existing socialism.” (Indeed, Soviet consumption
did grow more quickly in Brezhnev’s first years than they had under
Khrushchev’s final ones—but only returned to the pace of the 1950s.) The
reversal of Stalin’ calls for sacrifices in the name of production was complete.”
No longer would consumption follow economic development (as Stalin
claimed) or accompany it (as Khrushchev hoped). Instead, as Brezhnev intoned
in 1965, it was the highest duty of the Soviet people to see that Soviet citizens
became richer each year. In the name of this better life, he concluded, “we are
building communism.”” Yet the better life was slow to arrive.
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Shifting Soviet economic priorities had significant international ramifica-
tions. Soviet leaders influenced East German economic policies; these policies,
in turn, were wrapped up in the series of diplomatic conflicts over Berlin. The
battles over Berlin preceding the erection of the Wall in 1961 were fundamen-
tally economic in nature, related to both performance and priorities. The issue
here was the continuing failure of the East German economy, which led resi-
dents of the Soviet sector to depart for the West—over two million during
the 1950s. Walter Ulbricht, head of the Socialist Unity Party (SED) of East
Germany, wanted to bring about rapid economic growth and was willing to sac-
rifice consumer satisfaction in order to do so.

Ulbricht certainly faced an uphill battle to create an industrial economy
in East Germany. The GDR contained fewer manufacturing plants than the
western zones. The industrial engine of prewar Germany (the Ruhr Valley in
western Germany), though heavily damaged in the war, was rapidly resurrected
thanks in part to continuing American support.”* In the Soviet zone, wartime
destruction was compounded by an aggressive Soviet policy of reparations. In
the three months after Germany’s surrender in May 19435, Soviet authorities
had shipped just under five million tons of material and equipment out of the
eastern occupation zone. Nor were they content to stop there: Soviet officials
declared $1o billion the minimum level for reparations. In the next three years,
Soviet occupation authorities managed to extract only one-quarter of this goal,
but the impact was nevertheless tremendous; Norman Naimark estimated that
about one-third of the industrial capacity had been removed from the Soviet
occupation zone.” The Soviet “liberation” of eastern Germany’s industrial base
contributed to the region’s increasing economic problems.

The foundering economy of East Germany, both Soviet and American
authorities recognized, was responsible for the continuing exodus from East
Germany to the West—as many as 675,000 in the first three years of a divided
Germany (1949-52).7% Soviet advisors and leaders worried about these depar-
tures, undertaking a major study of the demographics of and reasons for the
outflow. The study, written by a troika of high-ranking Soviet officials in East
Germany and sent to Politburo member Georgii Malenkov, focused almost

71. On the economic impact of the Marshall Plan and other American aid, see Alan S.
Milward, The Reconstruction of Western Europe, 1945-1951 (Berkeley and Los Angeles, CA,
1984) versus Michael J. Hogan, The Marshall Plan: America, Britain, and the Reconstruction of
Postwar Europe, 1947-1952 (Cambridge, 1987). See also Volker R. Berghan, The Americanisa-
tion of West German Industry, 1945-1973 (Cambridge, 1986); Werner Abelshauser, “American
Aid and West German Economic Recovery: A Macroeconomic Perspective,” in The Marshall
Plan and Germany: West German Development within the Framework of the European Recovery
Program, ed. Charles S. Maier with Giinther Bischof (Oxford, 1991); and Barry Eichengreen
and Marc Uzan, “The Marshall Plan: Economic Effects and Implications for Eastern Europe
and the Former Soviet Union,” Economic Policy 4 (April 1992), 14—75.

72. Norman M. Naimark, The Russians in Germany: A History of the Soviet Zone of Occupa-
tion, 1945-1949 (Cambridge, MA, 1995), 167-69, 181.

73. Thomas Ammer, “Stichwort: Flucht aus der DDR,” Deutschland Archiv 22:11 (Novem-
ber 1989): 1206-1208.



The Romance of Economic Development and New Histories of the Cold War : 45

exclusively on economic issues. It offered a list of thirteen proposals in order to
halt the departures; every single item involved economic policy.”* As this group
understood, Ulbricht’s economic policy brought continued problems for those
who stayed. He sought to guarantee a rapid increase in industrial production
not only through strict limits on consumption but also through even stricter
techniques of labor discipline—what amounted to a Taylorist labor regime
based on piecework.” East German workers chafed under these labor and living
conditions. Worker dissatisfaction came to a head in Spring 1953, when the
SED raised productivity norms and at the same time increased prices for basic
items like food and public transportation. In mid-June, workers in Berlin
refused to work unless the norms were returned to their earlier levels. Protests
quickly increased in number, frequency, and intensity—until forcefully put
down by Soviet police and military troops.

The immediate impacts of the crisis were contradictory. The Soviets quickly
agreed to increase their subsidies to East Germany, specifically for the purchase
of food and clothing from overseas. The economic New Course, which bore
similarities to Khrushchev’s policy proposals in the USSR, took the place of
Ulbricht’s insistent goal of “building socialism.” At the same time, though,
Ulbricht himself not only maintained his position but in fact consolidated his
power in the East German party structure. In the meantime, the geopolitical
stakes of this economic crisis were raised by the announcement, in Fall 1953,
of an American plan to provide food packets to East Germans through distri-
bution points in West Berlin. Ultimately 5.6 million food packages were deliv-
ered over four months, including almost nine hundred thousand to the roughly
1.2 million residents of East Berlin.”

The June 1953 crisis in East Germany has received significant attention from
Cold War historians, especially for its role in the post-Stalin succession strug-
gle in the Soviet Union. Coming only three months after Stalin’s death, poli-
cies toward East Germany and eastern Europe in general were a crucial part of
the contest between Lavrentii Beria, Malenkov, and Khrushchev to ascend to
Stalin’s preeminence.”” Yet, as frequently occurs in such analyses, the German
events are studied less for their origins and domestic implications and more for
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the role they played in Soviet Politburo machinations. So even if East Germany
appears on historians’ maps of the Cold War, these maps seem to be located in
Moscow, with various claimants to the throne pointing at it and proposing poli-
cies to ensure their ascendance. But the struggles in Moscow over East German
economic policies were not merely maneuvers in the Kremlin’s succession
battle; they also reflected significant policy trends in their own right, and influ-
enced events and ideas all across central and eastern Europe.

Ulbricht’s refusal to limit capital investment, which contributed directly to
the crisis of June 1953, hardly waned as the 1950s wore on. The impact of the
SED’ pro-industry policies on consumption became more visible when con-
trasted with West Germany, by then in the midst of its Wirtschaftswunder, a
tremendous economic expansion that joined increased production to increased
consumption.”

The 1953 crisis led Soviet officials to reduce the East German burden for
both defense and industrialization, allowing a rollback of the May 1953 policy
changes that had sparked the uprising. But East German economic policy did
not shrink from its industry-oriented goals. Though the 1953 uprisings chal-
lenged Ulbricht’s regime and his personal power, earning him criticisms from
Moscow, the East German leader quickly returned to the goal of “building
socialism.” East Germany’s second Five-Year Plan, covering 1956-60, in most
ways mirrored the first: it emphasized the collectivization of agriculture and the
expansion of industry. In spite of posting respectable growth rates in produc-
tion, however, East German citizens did not see improvements in their own
living standards. They continued to vote with their feet, crossing from East to
West Germany; emigration continued apace through the late 1950s, quickly
exceeding one hundred thousand annually.” Ulbricht’s policies, which limited
consumption in favor of investment, had led to the need for a Wall by the early
1960s. The Wall did stop the outflow of East Germans, and the loss of credi-
bility that went with the exodus. It did not, however, spark any direct improve-
ment of the East German economy, especially in terms of levels of consumption.

Ulbricht candidly described his problems to Nikita Khrushchev throughout
the Berlin crises of 1958-62. “In the final analysis,” he admitted to Khrushchev
in 1961, “we cannot choose against whom we would like to compete. We
are simply forced to square off against West Germany.”® Like Ulbricht,
Khrushchev recognized the futility of competing with the West: the Soviet
leader later regretted that the GDR had “yet to reach a level of moral and mate-
rial development” comparable to that in the West.*” Khrushchev emphasized
material over moral concerns; he asserted that economic improvement (not spir-
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itual or ideological regeneration) would end the outflow of East Germans. He
even differentiated between European and Asian variants of communism: “For
the Chinese,” Khrushchev lectured Ulbricht, “the moral factor seems to decide
everything. But our people also make demands for butter and other things.”®
Repeating stereotypes about long-suffering Asians, Khrushchev dismissed their
needs—while declaring that socialism in Europe required attention to material
improvements.

Ulbricht, however, never really got the message. His determination to build
an industrial socialism was unswerving, causing no end of conflict with the
Soviets and no end of economic troubles for his country. From the first years
of divided Germany, Ulbricht doggedly promoted the task of “building social-
ism,” with the emphasis on construction over consumption. Soviet authorities
dealing with Ulbricht called on him to steer a “New Course” that would work
toward socialism at a slower pace while providing more goods for immediate
consumption. Thoroughly in the thrall of industrial romance, Ulbricht believed
that only with heavy industry could East Germany ever hope to match West
German levels of consumption and stanch the flow of departures. He was hardly
alone in this assumption. India’s Mahalanobis also promoted a build-up of
heavy industry as the quickest route to a rapid growth pattern that would even-
tually provide for its citizens. Both endorsed an economic policy that deferred
immediate consumption for eventual prosperity—the very essence of what
Kennan had noticed when describing the “romance of economic development”
in 1932.

Washington policymakers also attributed the westward flow of Germans to
consumption differentials. President Kennedy’s 1963 visit makes this issue clear.
Before making his infamous “Ich bin ein Berliner” speech, Kennedy defended
political freedoms mostly for their economic payoffs. In one speech, he called
freedom “the handmaiden of economic advancement.” Elsewhere he cited West
Berlin’s “increasingly high standard of living,” tagging on, “that is what we want
our freedom for.” Before leaving Berlin, Kennedy noted two obstacles to
German reunification. He first mentioned the disparity in living standards; only
afterwards did he wonder about the possible impact of the arms race.*® The
battle over Berlin was an economic confrontation as well as a political one. As
with the case of India, both superpowers wanted to showcase the success of
their respective economic organizations. The Indian and German cases differed,
though, in terms of economic priorities; the former focused on industrial pro-
duction and the latter on consumption.
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Figure 1: President John F. Kennedy climbs a platform overlooking the Berlin Wall during
his trip to West Berlin in June 1963. East German border guards and officials look on warily.
Photograph by Robert Knudsen, White House. Reprinted courtesy of John Fitzgerald
Kennedy Library, Boston.

Ulbricht’s determination to build socialism through industrialization never
shrank, and the disparities between East and West German standards of living
grew through the 1960s. By the end of that decade, Ulbricht’s infatuation with
industry at last cost him his job. After kicking Ulbricht upstairs to a ceremo-
nial post in 1971, Erich Honecker’s first decisive act was to import food and
clothing for immediate sale in major industrial areas. Unlike Ulbricht’s call for
sacrifices in the name of investment, Honecker declared that the national
Hauptaufgabe, or Main Task, was the “unity of social and economic policy.” This
meant that increased consumption would accompany, rather than follow behind,
the production increases permitted by capital investments. Socialism’s “bright
future” had been recalled in favor of “actually existing socialism” in the
present.™
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Yet here another dilemma arose. The East German economy, in spite of the
sacrifices undertaken in the name of building socialism, could not pay for both
socialist industry and higher levels of consumption. The continuing failure of
Honecker’s policies—which Soviet leaders were unable to relieve, since they
faced similar pressures—created the conditions leading to the end of East
Germany and other Eastern European regimes. The differential between East
Bloc and Western levels of consumption continued to grow, making the East’s
slogans of prosperity seem all the more hollow.

Well aware of the geopolitical need to increase standards of living, Eastern
European nations adopted a strategy long familiar to Western purchasers: con-
sumer debt. For much of the 1970s, Eastern European nations sought to defer
the dilemma between production and consumption through loans and credits
from the West. Western capital could provide investment in industry and there-
fore allow diversions to the consumer sector. But as East Bloc debts to the west
spiralled higher and higher—reaching $57 billion by 1979—the debt service
requirements sharply constrained economic and political options. Polish efforts
to confront its huge debt to the West became a crucial factor in the rise of Sol-
idarity as well as its eventual suppression in 1981. The phenomenon of Western
loans to Soviet nations neatly inverts Lenin’s prediction about capitalist aid to
the new Soviet Russia: the West provided enough rope for Soviets and East
European leaders to hang themselves.*

Even with Western capital flowing eastward, Eastern Europe’s economic per-
formance lagged ever further behind the West’s. The gap between the Soviet
bloc’s rhetoric of consumer plenty and the reality of shortages and shortfalls
also increased. This not only delegitimated the Soviet and Soviet-supported
regimes, it also increased discontent. East bloc residents often felt their relative
impoverishment as keenly as the lack of political and intellectual freedoms—
and sometimes even more keenly. As a leader of the Czech Student Union com-
plained in 1989, “when people went into the streets, they thought communism
would fall and they would have cars.”® Like the Indonesians who believed that
prosperity would automatically follow independence, Czech citizens equated
the overthrow of communism with an updated version of consumer plenty. The
economic results of the past decade, however, suggest that economic growth
requires more than regime change. Economics, and not just politics, defined
the life and death of Europe’s people’s democracies.
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Soviet policy had entered the 1930s with a revolution in production. The
romance of economic development attracted those willing to withstand (or
cheer on) great sacrifices in the name of the industrialization of the USSR. By
the mid-1950s, the Soviets aided those still inspired by this vision, thus spread-
ing the revolution in production, visible in Nehru’s India and Ulbricht’s East
Germany. Production called for sacrifices. But by the late 1960s, the romance
had lost some of its luster and economic priorities shifted. Soviet policy instead
stressed immediate provisions for its own citizens—what we might call con-
sumerism in one country.

The international economic and political order reflected the consequences
of this disenchantment with production. Soviet officials’ unwillingness to con-
tinue bailing out India and East Germany led both nations to pursue closer con-
nections with the West. Indian officials accepted increasing Western aid for
the agricultural sector, ultimately importing the Green Revolution.*” Honecker
reluctantly accepted Willi Brandt’s Ostpolitik overtures, killing the pain of rec-
ognizing a divided Germany with the DM 1.2 billion in credits that came with
it.

In new ways, then, the superpowers’ race for higher levels of consumption
accompanied their race for weapons of destruction. Paying for both consump-
tion and destruction created a dilemma for the Soviet leadership that it could
never overcome. The collapse of the Soviet Union is attributable in large part
to its growing economic woes. While Soviet policymakers and scholars devot-
edly analyzed the “scientific-technological revolution,” they were unable to
adapt to new technological changes.*® The seeds for the collapse were well in
place by the time Brezhnev inaugurated a new era of stagnation. The cultural
shocks of 1968 and the oil shocks of 1973 sent Western economies and soci-
eties in new directions. Affected by the changes but slow to adapt, the Soviet
system lumbered on, an industrial behemoth in a post-industrial age.*
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Deep concerns about Soviet economic conditions reached the highest levels
of the party and state apparatus. By the early 1980s, Politburo reports took an
increasingly dire and urgent tone about the Soviet economy.” Even as political
scientists continue to argue over the single most important factor in the Soviet
break-up, they agree about the centrality of the economic crisis. Robert English,
who shows how “new thinking” about the economy spread from distant Soviet
outposts like Novosibirsk into the Kremlin, suggests that the economic decline
played a “major” role in bringing the new thinkers to power. Realist William
Curti Wohlforth, meanwhile, has marshalled an impressive number of recol-
lections suggesting that Mikhail Gorbachev’s ascension to power, as well as
many of his policies, were attempts to solve economic problems. Reducing mil-
itary commitments to eastern Europe in the 1980os thus served the same purpose
as reducing economic commitments had in the 1960s and 1970s. Only by scaling
back expenditures outside its borders could the Soviet Union hope to bring
about any improvement in its material position. As Gorbachev advisor Nikolai
Ryzhkov noted, without changing the terms of Soviet military support for its
allies, “we can forget about any increase in the standard of living.” By 1988, the
Soviet military leadership agreed, calling such a reduction “necessary, given the
country’s economic condition.””

Economic priorities played a crucial role in the international history of the
Cold War, attracting leaders and citizens all over the world to visions of indus-
trial productivity and eventually the good life. To the extent that the Soviet
Union justified its authoritarian structure—indeed, its very existence—by
increased production, it evoked the romance of economic development and
received both attention and emulation. But the shift to defining socialism in
terms of consumption ultimately contributed to the downfall of the Soviet
system. Its promises of cornucopia were contradicted by empty shop counters;
its direct comparisons with the West undermined by the rapidly increasing stan-
dards of living there. Information about Western life trickled into the Soviet
Union and Eastern Europe—whether in form of black-market Sears catalogs,
Levi’s jeans, or Marlboro cigarettes—and undercut the legitimacy of the Soviet-
style regimes.”” The romance of economic development called for present
hardship in the name of socialism’s “bright future,” but that longed-for period
seemed never to come any nearer. Like Jay Gatsby’s pursuit of his own “orgias-
tic future,” the Soviets’ bright future continually receded before them. This
unattainable future created expanding credit and credibility problems during
the Brezhnev-era stagnation, leading to incremental improvement in standards
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of living but rapid increases in cynicism and disillusionment. Determined to
maintain and expand its military might, Soviet leaders could not, ultimately,
deliver the goods.”

In spite of its victory in the battles over consumption, though, the United
States fared far worse in its diplomacy toward the underdeveloped world. While
most Americans had already begun to enjoy the benefits of consumer society,
many intellectuals and political leaders in the third world were still focused on
production, even at the expense of immediate consumption. Under the thrall
of the romance of economic development, they were clearly part of what
Parsons called a “world-wide consensus on high, industrial-level productivity.”
Their interest in economic performance, however, often led them into conflicts
with the United States. These leaders often promoted central planning as the
fastest route to rapid industrialization, drawing inspiration from the Soviet
industialization efforts of the 1930s.

The failure of America’s policy-makers and intellectuals to understand the
nature of the attraction to the USSR constituted a serious impediment to its
political position and its reputation in the third world. Stressing agriculture over
industry, reading political meanings into economic decisions, America’s diplo-
matic successes compared poorly to its virtuoso economic performance until
the 1970s. Walt Rostow serves as a prime example here. Determined to assert
American interests among nonaligned nations, he confused American interests
in new nations with those nations’ own interests. In India, for instance, Rostow
and some of the scholars working with him could not fathom any rationality in
Indian intellectuals’ attraction to the Soviet Union. Like Nehru, many of these
intellectuals were strongly opposed to Soviet foreign policy, and fought against
the Communist Party of India with increasing vociferousness. Yet at the same
time, they admired the Soviet model of economic organization, both for its past
successes and for its vision of an industrial future. India’s problems of the 1950s
repeated many of the failures of Soviet-style industrialization: insufficient atten-
tion to agricultural production placed the population at risk of food shortages.
Perhaps Rostow was right: Marx was a city boy. But Rostow and colleagues like
Edward Shils reduced the question of central planning and rapid industrializa-
tion to international politics in its most direct form. Only alienated intellectu-
als and Stalinists, the new anti-Party line went, could find anything of merit in

03. This is consistent with Charles Maier’s claims about the sources of stability in Western
Europe. See, for instance, Charles S. Maier, “The Two Postwar Eras and the Conditions for
Stability in Twentieth-Century Western Europe,” American Historical Review 86 (April 1981):
327-52. For comparative measures of spending, see Gertrude E. Schroeder, “Consumption in
the USSR: A Survey,” Studies on the Soviet Union n.s. 10 (1970): 1—40; and A.S. Zaichenko,
“SShA-SSSR: lichnoe potreblenie (nekotorye sopostavleniia),” SShA: Ekonomika, Politika,
Ideologiia 1988 #12, pp. 12—22.

On the role of defense spending in the Soviet economy (and economic woes), see W. T.
Lee, “The Shift in Soviet National Priorities to Military Forces, 1958-1985,” Annals of the
American Academy of Political and Social Science 457 (September 1981): 46-66; Lee’s analyses are
challenged in Firth and Noren, Soviet Defense Spending, ch. 6.
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the Soviet experience. By failing to acknowledge the power of the romance that
had been so apparent in American intellectual life in the 1930s, Rostow and his
cohort misunderstood the Indian versions of that romance in the 1950s and
1960s. While their economic analysis may have been right, there were other
fronts in the battle for the hearts and minds of the third world.

The economics of the Cold War went beyond the searches for markets and
raw materials. Internationally oriented businesses in Western nations, after all,
were far from the only groups seeking to improve their economic condition.
The economic successes of the postwar era raised the bar for economic per-
formance—which, as Parsons noted, was universally seen as a worthy goal. With
the announcement of the Soviet goal of “catching up and surpassing” the United
States in economic production, the economic Cold War had begun. From the
193o0s through the 1950s, Soviet economic growth reached impressive levels—
though hardly as impressive as Soviet statistics indicated.”* The sacrifices
Kennan identified as the “romance of economic development” yielded concrete
results.

Their model of rapid industrialization through central planning inspired
newly independent nations who wished to follow Russia’s journey from a
backward exporter of agricultural products to an industrial society. Economic
plans in India, Indonesia, and elsewhere in the third world emulated Soviet
economic priorities, emphasizing industry over agriculture. The American
record in the third world reflects continuing difficulties in separating issues
of economic organization and economic priorities from the Cold War. For
Nehru and Sukarno, emulating Soviet planning had little to do with Commu-
nist leanings, yet they were both viewed with great suspicion by American
policy-makers.

As the USSR entered the industrial world, its leaders announced a new and
even more challenging goal: to match American standards of living. In this com-
petition, the Soviet Union was hopelessly behind almost from the start. By the
1960s, Soviet leaders had rejected the romance of economic development in
favor of a complacent stagnation. The thrill of production had ebbed. Gone was
the romantic glory of self-abnegation in the name of rapid industrialization. In
its place came increasing demands for incremental improvements in living con-
ditions. No one wanted to revel in Rostow’s exhilarating stage of “take-off to
self-sustained growth.” They wanted instead to enjoy Rostow’s final stage, “the
age of high mass consumption.” Pursuing its own version of Rostow’s end of
history, the Soviet Union found its own end.

With the Soviet demise came a new consensus about economic life after the
Cold War. Economic performance, already enshrined as a worthy goal for all

04. For the crucial effort to reconstruct Soviet growth rates, see Abram Bergson, The Real
National Income of Russia since 1928 (Cambridge, MA, 1961). For an overview of the effects of
new archival data on earlier estimates, see Joseph S. Berliner, “The Contribution of the Soviet
Archives,” in Bebind the Facade.
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nations, took on renewed importance. Once-fervent debates over economic pri-
orities and economic organization, however, faded almost to silence. In their
place came seeming unanimity about the virtues of unfettered markets and a
limited role for government. According to this new paradigm, the path to pros-
perity steers clear of central planning (and most other forms of government
economic activity) and runs through an enchanted landscape of unfettered free
markets and global commerce.®s Historians should not let the failures of Soviet-
style economies erase the promises it held and the aspirations it captured in the
latter half of the twentieth century. After all, even a failed romance can teach
valuable lessons.

Tracing the rise and fall of this romance of economic development along-
side the trajectory of the Cold War places the conflict in a broader historical
and geographic framework. It reveals the intellectual continuities that predated
and shaped the Cold War and its antagonists. Exploring the twentieth century’s
romance with development serves as a reminder that the Cold War was more
than a series of disconnected political-military crises; the conflict shaped the
desires and achievements of much of the world.

A focus on the economics of the Cold War, in sum, will make new interna-
tional histories of the Cold War both more international and more historical—
not to mention more capable of understanding how the Cold War was
experienced all around the world.

95. Among the most recent challenges to this approach, coming from a former economist
for the World Bank, is Joseph E. Stiglitz, Globalization and Its Discontents New York, 2002).
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