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P0S~rAR FOREIG~ EC0~O~C RELATIOnShIPS or THE UNITED STA~S. 
17 Aprll "19~6. 

CAPTAIN HE~TNING: 

.... Gentlemen, from time to time, we hear a great deal about foreign 
economic relationships of the United States and certainly a great deal 
on the question of foreign trade. I have read articles on the astronom- 
ical heights to which foreign trade of the United States might be expected 
to go. B~ using what Colonel Brown sometimes describes as just plain 
country common" sense, I have never been able to figure out Just how we 
could sell more abroad than we are willing to buy from abroad, in either 
gocds or services. It has been suggested that ~ze can meet that situation 
by Just giving more away. ~.~ell, maybe that is wh~t we are supposed to do. 

H~.rever, reading ~r2. Stinebower's very distinguished record, in 
which he seems to have been a member of nearly all the various bodies, 
over the course of the years, that had anything to do ~rith monetary or 
economic relationships in the United States, I am sure that he will give 
us an answer to this dilemm~ which occurs to my mind and perhaps to yours. 

Mr. Stlnebc~rer is the Deputy Director of the International Trade 
Policy. Since 1934 to date, he has been in the Department of State, and 
among the positions held in this period were: Assistant Adviser on In- 
ternational Economic Affairs; Chief, Division of Economic Studies; and, 
as I said, Deputy Director, Office of International Trade Policy, ~hich 
he no~r holds. My. Stinebower. 

~v~. STINEBC~,~ER: .: 

The question that was Just put to' you is really at Lthe heart of all 
the things that I have to say. I intend to have one or two things to say 
about them, in just a fe~ minutes, but before I do that, there are a fe~1 
introductory remarks that I would like to make. 

The •topic on which I was asked to speak to you, ~,as "Post~.~ar Foreign 
Economic Relationships of the United States", and on that there are three 
or four general comments that I third: are worth maWing. They may be self- 
evident, but it is well to make sure that we all have them in mind, at 
least the point of departure for my remarks. I do not necessarily ask 
that they be accepted as the common .viewpoint, but at least you will under- 

. stand the assumption s and places from which I am departing. 

In the first place 3 there is a good deal of controversy over whether 
this cotu%try has ~ foreign policy as a whole, and particularly a foreign 
economic policy; on the other hand, it is sometimes assumed, either ~rith 
praise or with censure, according to the vie~rpoint of the particular 
~iter, that the foreign economic policy of the United States is only 
the State Department's policy. 
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The best way I kno~; of dealing with that is to try to get a brief, 
concise definition of that foreign economic policy 3 or, at least the 
directions in which it is orientated from outside the department. T~o 
recent definitions have come from the President. 

On 1 Ymrch 1946, he transmitted to Congress a statement on the 
foreign loan policy of the United States in which this sentence occurs: 
'~he international economic cooperation, ~lhich is the keystone of our 
foreign economic policy"--and he goes on with some more words about it. 
He defined it as a policy of "international economic cooperation". 

He defined it rather more extensively in his Army Day address in 
Chicago on 6 April 1946. And he defined it In an interesting way because 
it is one of the few occasions 3 to ~yknowledge, in the last ten or 
twelve years, when there has been an attempt to define foreign policy, 
including forelg:l economic policy, not merely as some general body of 
doctrine, but as runnin~ in terms of specific areas of the world. If 
you will bear with me for about a minute and a half, I propose to read 
a few excerpts from that speech, because it summarizes foreign economic 
policy mcre succinctly than I could othe~Tise. In the middle of his 
address he said these things: (These are not consecutive quotations.) 

'~e roots of  democracy# h~;ever, will not draw much nourishment in 
any nation from a soil of poverty and economic distress. It is a part 
of our strategy of peace 3 therefore, to assist in the rehabilitation and 
development of the Far Eastern countries. ~Ve seek to encourage a quick 
revival of economic activity and international trade in the Far East. 
To do that we stand ready to extend credits and technical assistance to 
help build the peace...The people of the Near and Y~ddle East ~Tant to 
develop their resources, widen their educational opportunities, and 
raise their standards of living. The United States will do its part in 
helping to bring this about." 

Turning to Europe and again referring to economic reconstruction 
and need for help from the outside, he sai~: 'The United States is in 
a position to help~ we ~re helping now; and ~e shall continue to help. 
We shall help because };e Lua~ that we ourselves cannot enjoy prosperity 
in a world of economic stagnation. We shall help because economic ~istress 
an3aThere in the world is a fertile breeding ground for violent political 
upheaval." 

And only one Other quotation. 'We seek to lay the ground~ork of a 
world trading system which will strengthen and safeguard the peace. ~;e 
want no ret~n to the kin~_ of narrow economic nationalism which poisoned 
international relations and undermined living standards between two 
};orld ~,;ars. We shallwork to achieve equal opportunity in world trade 
because close~ economic blocs in Europe or any place in the world can 
only lead to impoverishment and isolation of the people }~o inhabit it." 

Those are rather isolated .and condensed statements, but out of them 
I think wo can draw five elements which are the heart of the foreign 
economic policy of the United States. 
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First, it is a policy which seeks to achieve its results by 
cooperation,r~ther than byunilateral action only. Second, it is a 
poli~Y that i s directed t=~ard financial and other assistance in the 
ec0nomic: rehabilitation and development of other areas. ~nird, it is 
devoted to ihe restoration of international trade on a nondiscriminatory 
b~sis, andthis obviously Involve~ a shedding of much of the apparatus 

..~.of control m%d of wartime techniques in the use of trade for noneconomic 
ends. Fourth, it is a policy of opposition to economic blocs, regioDe!Ism 
and exclusive arrangements. Fifth, it is based on the belief that this 
is an integral part of the total foreign policy of the United States 
which is directed toward the achievement of international security and 
prosperity for the United States. 

N o ~ . r  Just one more word, because I do not intend to come back to this 
peace and security aspect very much. A lot of nonsense has been ~n~itten 
over the years about the so-called economic causes of war and the rela- 
ti'onships of economi'c factors to the things which bring about war. I 
thin/~ the relationship is far less dramatic and far less direct than it 
is often alleged to be. It is reasonably cle~ that without prospects 
of national security, very few countries will feel that they are able 
to plan their economic policies along lines which are principally devoted 
to what may be called econontic ends, namely, higher and rising standards 
of living for" their o~m people. They will feel the necessity of 
directing their economic system so as to insulate it as much as possible 
from outstide influence. 

So first of all there is the negative relationship that without 
a reasonable prospect of security the economic policies that I am talking 
about have only a partial Possibility of succeeding. Second, on the 
converse side, there is likely to be little international sect~rity in a 
world in which people feel tmsafe in their homes, their jobs an4 in their 
conditions of living; especially if this insecurity c/u be mag~e to ap- 
pear to be the direct or in(!irect result of the hostile economic policies 
of other countries. I emphasize those ~;ords "If it can be made to 
appear". All of 5,ou are probably as f~miliar, and even more familiar 

r%-~ t than I, ~..~ith the status of German foreign trade in the middle l~o0 s. 
At the same time that Ge~mmmy was whooping, it up and convincing its 
people, tl~t they were being economically strangled and that they had 
no access to ra~.: materials, its raw material imports, at least those 
conducive to wartime &evelopment, were higher 'than they had ever been 
in its history. This relationship is more often than not a psychological 
one rather than a rec/i one, but it is a factor in the determination of 
our and other people's foreign policies . . . . .  . 

: " Economic policy'sometimes is very disconcerting ~o both those in- 
terested in political policy and those interested in strategy, because 
they feel the economists live in rather a drem~ world. Economic policies 
are not differentiated enough by areas~of the world. There is some 
element of truth in the criticism, but for the most part, the situation 
arises not out of the predilection or predisposition of the economist 
or the planner of economic policy, but out of i~e perversity of the 
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economic facts themselves. A political problem, by its very nature, 
tends to have, in most cases, a geographical locus. A boundary ques- 
tion, for example, has a geocTaphical locus. A problem that involves 
political relatlohshlps bet~een two countries may ramify out into a 
great many fields, but, by and large, by definition again it is con- 
fined to the area in ~rhich it arises. But s~ch things as economic 
relations, the distribution of economic resources or the decisions of 
traders, where and ~hen to trade, bear, frequently, very little rela- 
tionship to the actual places where boundaries have been drawn. Economic 
areas by no means automatically correspona to political areas. Political 
areas, by definition, are confined ~rithin boundaries. Economic policy, 
just by its very nature, tends to overlap boundary lines and to become 
more generalized th~u political policy. 

The disadvantages of differentiating among countries or areas are 
far more obvious in the case of economic policy than they are in the 
case of political policy. That does not mean to say that a country,s 
economic policy al~rays has to be all of one pattern. But traditional 
AnglO-Saxon approach has been, at least for a century, pretty much that 
• zhat was gocd economic policy vis-a-vis one area was equally good for 
another. Economic policy stood more or less on its ~n legs; however, 
much of the other elements in foreign policy might be tailore~ to in- 
divldual situations, although economic policy tended to be uniform toward 
all countries at a given time. In no small part, of course, this merely 
reflects the '~aissez-faire" basis of the Anglo-American tradition. 

Now there appears to be a tendency for political and economic 
policy to move closer together. In other words, ~hile by the very 
nature of the facts themselves I think the economic policy ~till al~;ays 
be rather more g~nerallzed in character than the political policy. I 
also think there is an increasing tendency in the United States--largely 
unconscious--to move toward a more conscious and concrete definition 
of the foreign policy of the United States; not merely to define it in 
abstract terms, but to define it in terms of particular countries and 
regions of the ~orld. An evidence of this is the speech of President 
Truman, from which I quoted at the beginning. In it,~:.economic 
policy--even though the same things were said for each area of the 
world--was reviewed area by area along with the political problems. In 
the past there has been given frequently a statement of political policy, 
area by area, with a few paragraphs on foreign economic policy as a ur~t. 

One other general comment. American economic foreign policy is for 
the most ~rt rather obviously based upon the assumption that it is 
intended to contribute to a condition of security and peace~ and it is 
further based on the assumption that conditions of reasonable security 
and peace ~zill exist throughout the ~orld, at least so far as the United 
States is concerned. It is not a policy of continued preparedness of 
~ e . r  nor a policy of maintaining the weapons of economic warfare, sharp 
an~ ready to use on a moment's notice. It is ~hat a former Adviser to 
the Secretary of ~ar, called in his little book '~he Sinews of Peace" 
rather than the sinews of war. 
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I have taken the time to mention these various preliminaries be- 
cause it seems to me that they need to be said and need to be borne in 
mind--those concepts are back of tJ~e foreign economic policy of the 
United States. I shall not have time to cover in this lecture all the 
various aspects of that policy; the major points in the foreign economic 
policy of the United States, as I see them are listed in the outline 
which I was asked to prepare and which I assnme has been distributed. 

In the few minutes that remain, I want to pick out t~¢o of the 
items which seem to be the heart of and to embody most of • the re~aining 
elements in the outline; one is the International Trade Policy as ex- 
empllfied in proposals recently published by the U.S. Government and 
the other is our Foreign Investment Policy as embodied in part in the 
pending loan to the United Kingdom. 

There i~ no mystery and nothing sacrosanct about a large and ex- 
panding foreign trade, despite some excessively enthusiastic speeches 
that are sometimes made. ~hat is desired in encouraging and expandir~ 
foreign traae is that foreign trade should be allowed to develop natu- 
rally to ~e such contribution as it can to the standards of living of 
this and other countries, ~Ith pr~,~ry emphasis, of course, on the stand- 
ards of living of this country. It has many auxiliary virtues and some 
defects, but that is its principal function an~ thatL~Is~ the only function 
that any reasonable, careful statement of it ~rould claim. ~ 

In the United States, foreign trade is certainly never going to--at 
least in the foreseeable future--constitute ar~ythi~ like the proportion 
of our total production or national income that it does for countries 
which have a less varied economy, a less wide range of industry and 
natural resources, On the other hand, it could contribute obviously 
very much more toLiiour economic welfare, it ~ould play a very much more 
important role in our economy if we are not determined, as we have been 
sometimes in the past, to put as many barriers as we~can in the way of 
the flow of trade. Most important, however, at the present time and for 
• the last ~en or fif~teen years, have been the barriers and obstacles that 
other people have put in the way of the flow of trade. These recent 
barriers have not taken the traditional forms of excluding goods, but 
they have characterized quotas, regulations, licensing requirements and 
so forth. As a result each individual shipment frequently is closely 
regulated, by which the direction and origin of exports are closely con- 
trolled. The control is in relationship to the balance of payments of 
a country, not in relationship to its total balance of payments--~fnether 
it has total means of payment or not--but related to the terms of the 
trade balance of e, ch individual pair of countries. Those things cer- 
tainly have done more• damage to American foreign trade th~n have ar4v 
other kinds of control. 

After ~orld ~ar I, ~re were very much impressed with what was then 
called the Ger~u penetration--economic penetration--of Europe and South 
America. The Allies met in Paris in 1916 and passed a resolution which 
they never put into effect. The resolution stated that the methods which 
the Germans had adopted were horrible and should be condemned; it practi- 
cally threatened to destroy the trade of Europe; and after looking over 
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this horrible monster, the statesmen of Europe decided that the only yy 
thing to ~ do ~.,as to ag.opt the same monster for themselves. The Paris 
conference in 1916, therefore , announced that the E%~opean allies ~:ere 
goin~ to adopt a system closely controlling trade. Later Presi~.ent 
~.~ilson came along ~:ith his l amous fourteen points, the economic clauses 
of which found very little reflection in the covenant and furthermore , 
in the meantime, the United I{ingdom had some second thoughts. 

This time, the picture has been rather different. I think, in part, 
it is due to the fact that the defeat of the enemy has been more decisive, 
at least it appears to have been more decisive than it di~ to the victors 
the other time. ~ne same concern has arisen however, over the misuse or 
abuse of trade controls for nonecono~ic reasons by Ger~zaqy, in the middle 
1930 'sj ~yhich drew all of southeastern Europe into its own economic orbit. 
~is time there is another factor as }yell. The countries of Europe have 
had a good deal of e]~erience ~,~ith the impoverishment they brought on 
themselves, perhaps, without any Other alternative, by means of trade 
controls. At any rate,~he economic policies of close control and of 
discriminatory control ~rhich they adopted brought them certainly not 
~rosperity but it brou'~t them a great deal of difficulty, a great many 
aa~nistrative headaches and restricted trade. 

The post}~ar proposals that have amerged have been all a part of one 
pattern. It has been recosnlzed that large areas of the ~orld have been 
devastated, and are coing to be short of purchasing po~rer for some years 
to come; they }rill have to be allotted a transitional period in ~Thich they 
will be permitte~ to exercise certain controls for the conservation of 
their foreign economic resources. It is recognized also that if there 
is going to be exchange stability and th~ free conversion bet~een curren- 
cies~ ~Thlch ~7ould make it possible for one country to pay another in any 
currency it desired# and to buy from ar~ supplier it chose, there ~zould 
have to be some kind of monetary cooperation. Out of that o ame the In- 
ternational Monetary Fumd. It ~as recognized further that these countries 
~zill not be in a position to resume their active foreign trade or their 
active place in a prosDerous and peaceful ~zorld, unless they have some 
way of rebuilding ~heir ~ damage and have some financial assistance for 
it. Out of t~hat came the International Bank for Reconstruction and 
Development and the foreign lending policy of the United States Govern- 
ment, chiefly t.hrough the Ez~ort-Import Ban/~, althoug/~ in some cases 
~.irect loans, government to government, ~.~ith direct ap~rb~al of Congress, 
have been contemplated as in the case of t1~e proposed foreign loan to 
the United Kingdom. 

It was recognize< further that the development of the resources of 
areas which are relat~[~lj undeveloped and relatively scarce in capital 
is not a~atter that br~ncs distress and poverty to previously indus- 
trialized areas, but ten~os to • increase the economic relationships and 
the stability of both ty~es of countries. Out of that has come an in- 
vestm~h~?policy not merely for reconstruction purposes, but for con- 
tinui~g ~onomic development. 
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Finally, underlyinc all of these proposals, it has been recognized 
that there is no use ~oing on m~ing loans, there is no use trying to 
extend financial assistance to other coumtries, unless some ~zay for 
loans to be repaid is afforded; and there is only one way they can be 
repaid, through an increasing fl~¢ of goods and services, not merely 
into the United States, although that is a very real and key point, but 
bet~¢een all countries. For that reason, the United States has laua~ched, 
with the support and approval of several governments, including the 
British, several proposels for an Internatio~zl Conference on trade. 

One of the very real differences bet~.Teen these ~roposals and between 
the Economic Conferences that went on in the inteE~ar period from 1920 
to 1938 is the fact that all of those conferences were, in a very real 
sense, conferences of experts which generally meant that governments did 
not accept responsibilities for carrying their recommendations into 
action. The policies that have been proposed this time (they sme~ not 
adopted, they are not accepted by the rest of the ~orld yet) are not 
merely a set of fine resolutions about ~hat ~ould make the world economy 
tick, but, as in the case of the International_ Monetary Fund, they are 
a series of obligations which cou~tries ~ould underta/~e--a ccde of 
economic behavior which they undertake. The proposals do provide for 
establishing international trade organization. That is important, but 
it is secondary to the prlnciples--the obligations of countries them- 
selves to abide by this code of behavior. Among~other things, the code 
of behavior involves an agreement to reduce tariffs and to work ronsard 
the elimination of all preferences. It would commit si~matory countries 
not to use quantitative limitations upon imports, except under very 
carefully defined circumstances and under, as it were, international 
sanctions. It would provi~.e that so far as export subsidies are con- 
cerned, very fe~T of them could be used, except again under very care- 
fully defined circurastances; and domestic subsidies on production ~zould 
be a matter for international consultation. It would provide rules 
governing state trading. These are ac]E~ttedly very difficult to 
formulate; no one ~ould be foolish enough to attempt to say that they 
are foolproof or ironclad. But they would provide some standards, some 
ix~les, governing state t~ding enterprises and governing countries which 
conduct thell ~ trade exclusively on a state trading basis. The proposals 
also recognize the fact that restrictions on trade have not been merely 
those imposed by governments. Accordingly these proposals ~Jould commit 
governments to:~ction to liLqit or restrict or prohibit those activities 
of international cartels which are found to be restrictive of inter- 
national trade. They ~.zould provide for a freer flow of teclunology and 
patented information bet~zeen countries. They ~ould provide for broad 
Intergovernmental supervision of troublesome problems of surplus com- 
modities in the form of international commodity agreements, rather than 
leaving them to cartel arrangements or to s~a!l intergovernmental 
arrangements between Just the producers concerned. Now that is one 
thing the proposals aim to do--lay do~n% a definite code of behavior. 

The second thing is to implement these policies and not merely 
adopt them as principles. Recognizing the fact that during the intel~ar 
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period there were many fine resolutions made on which very little action 
was taken, the United States has already invited 15 other countries to 
sit do~n~ with it in the largest negotiation, under the authority of the 
Trade Agreements Act, that has ever been undertaken. In other words, 
when the nations come to an international trade and employment conference, 
they will know what the prospects are for success. They ~lll be asked 
to give up certain kinds of trade controls. They will be able to test 
the prospects for general international agreement by the action of coun- 
tries which represent a ~2.jor portion of the world's trade. 

These 15 countries include, in addition to the United States, all of 
the independent parts of the British Commonwealth, the United Kingdom, 
the Dominions and India, the principal trading countries of Et~oi0e, France, 
Belgium, Netherlands, ~oEzay and Czechoslovakia. The invitation to the 
Soviet has not yet been accepted. Brazil and Cuba a~e included. If those 
countries can agree, among themselves, to ~ke a substantial reduction 
in import duties and their other various trade controls, they ~ill have 
laid the groundwork for a general international undertaking to reduce 
trade restrictions which means what it says and is not just an indefinite 
pledge for the future. 

The third difference between this and the inte~ar period is not 
very ~ell defined, but I thin/: it inevitably emerges from the foregoing. 
It is what might be called, I suppose, a redefinition of the most favored 
nation clause. It has been our policy to afford equ~l treatment to all 
countries which reciprocate. Those countries which do pursue a most 
favored nation policy accord equal treatment to the imports of all other 
countries, the only test being this: Does the other country accord equal 
treatment? ~o matter what the level of restriction, does it give equal 
treatment to your o~n~ trade with that which it gives to the trade of any 
other cotmtries? Probably there is emerging--this is a personal guess--but 
there probably is emerging, a second condition of being entitled to most 
favored nation treatment, and that is that in addition to being nondis- 
criminatory there must be some judgment as to whether the country's be- 
havior is such as to entitle it to receive most favored nation treatment. 
That has its advantages, but it also has its disadvantages for the United 
States, if we do not continue to pursue our present brand of economic 
policy. 

During the 1920 's ~ze pursued more or less a policy of equality of 
treatment behind a pretty high tariff--high in the terms of the 1920's, 
one of the highest in the ~Torld in terms of the 1920's. We treated all 
countries equally, but equally badly. But if this emerging policy of 
which I have been spea~s.ng had been world policy dtu~ing the 1920 's then 
it would not have been sufficient that ~.~e merely treated all countries 
equally to have been entitled to equality of treatment for our imports 
into those countries. In other words, in order to be entitled to tariff 
reduction and trade benefits of other countries, we should have had to do 
soF.ething about our o~.n~ tariff rates. That has its obvious disadvantages. 
On the other hand, it is a means by which if the United States and the 
United Kingdom and other ~jor tradin~ countries continue to see ..eye to 
eye on foreign tradQ, a policy of equality of treatment forms almost an 
economic sanction~ it forms an inducement, at least, to other countries 
to participate in the same kind of trade system. 
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N~,T just one half minute about the British loan. The details are 
reasonably well known%. It has been before the Congress for some little 
time and debate on this loan begins in the Senate this morning. It is a 
~art of financial and coEmerclal agreements concluded with the United 
Kingdom last December. It has been emphasized again and again that it 
does not constitute a precedent for a lot of loans of great magnitude 
to other countries by the same device. On the other l~nd, it does con- 
stitute an integral part of the foreign investment policy of the United 
States. It is aimed to ti~e over the period in which the productive 
capacity and the economy of a cotu%try disrupted by the war is recovering 
its capacity to export and to stand on its o~m feet again and to fit into 
the kind of a ~orld econo~ywhich ~e hope to see rebuilt. 

~e got t~hree sets of acreements out of the United Kingdom. First, 
x re got a settlement of all overhanging ~zar obligations, including lend- 
lease. Second, }ze got British agreement to support the commercial policy 
principles that I have just outlined and to ~zork ~¢ith the United States 
t~zard persuading other cotu%tries that they were sound. Third, ~ze got 
thei~ agreement to shorten the transitional period that I referred to 
in the beginning. I~mediately the loan is approved, exchange controls 
against American nationals are to disappear. By the end of 1946, the 
discriminatory aspects of quantitative regulations, quotas and so forth, 
against the United States disappear. Within a year, the balances of the 
so-called "sterling area" are to be unblocked. During the war the 
United Kingdom controlled the use that could be made of all dollars re- 
ceived in any part of the sterling area, including practically ~11 the 
BritishEmpire except Canada and also including a good deal of the 
Middle East. N~¢ within a year from the date the loan becomes effective, 
those areas will be free to spend their dollars as they see fit. That 
in itself is a rather substantial accomplishment, if one onn Judge by the 
volume of complaint from American business and from political observers 
throughout the ~,zorld against the continuation of the sterling areas 
"dollar pool". 

So far I have not mentioned any exceptions or special problems arising 
in connection ~ith f~erican commercial policy. I have spoken as though 
this policy entirely concerned the field of economic welfare. It is not. 
Most of you are pretty ~Tell aware of the interdepartmental considerations 
that have been going on in connection with stockpile policy. There is 
ur_animous agreement among all branches of the Government that there should 
be a stockpile policy. ~ae essential fact is that we shall endeavor to 
maintain a stochpile of strategic materials and that is the accepted 
policy among all departments and agencies. 

There are also other special problems in connection with strategic 
materials. There is no need to elaborate on synthetic rubber. The first 
report on the Rubber Com~ittee is out and the second will follo~r soon. 
~.Te are co.r~tted, in sonde form or other, to ~aintaln some part of our 
consumption of that strategic material out of domestic production, ~..zhether 
or not it fits squarely ~t~.th the general principles that I have just 
enunciated. Recent lecislation has been intro~.uced in respect to ~'ool. 
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Another class of exceptions, on which there is less unanimity among 
government agencies, is the question of conservation of natural resources, 
both from an economic and strategic point of view. It seems quite wise 
to me to conserve some of the resources in the Western Hemisphere that 
are being depleted. However, the most appropriate means of accomplishing 
this is not always universally agreed, even by those people who consider 
conservation as a desideratum or by those who favor the stock-piling of 
strategic materials. There is a strange view held by some that the best 
way to conserve things is to keep them in active production so they will 
be used up faster. 

Finally, there is one very real problem which has to be worked out 
not only in this country but in all other countries, that is, obtaining 
consistency between domestic economic policy and foreign economic policy. 
The field in which that becomes most apparent is the field of agricul- 
tumal policy. This country is by no means unique in experiments such 
as the Agricultural Adjustment Administration, conservation payments and 
subsidies to producers to produce or not to produce, as the balance of 
supply and consumption seems to require. It is a tendency that is common 
to practically all countries of the world, including the minor agricul- 
tural countries. Goverm~.ental export policies for agriculture are common 
to nearly all countries of the world and they involve contradiction with 
some of the principles for conducting world economy which the United States 
is trying to sell the rest of the worlg~ at the present time. Part of the 
answer, undoubtedly, lles in ~rhether there is success or lack of success 
in achieving a reasonably full standard of employment in all countries, 
with high sts-ndards of income which ~rould soak up the larger part of what 
has been agricultural surpluses and which wo~id provide emplo~unent op- 
portunities for the excess labor--using labor in the broader sense--in 
agricultlucal occupations. 

The path of the economic policies that I have ~ust outlined is a 
reasonably thorny one, and I•should not like to give you the impression, 
by the unqualified statements I have made, that I think we will get every 
one of these principles in the absolute form in which I have set them 
forth for purposes of brevity. , 

CEi,-~RAL AP~BTROD.~G: 

Mr. Stinebower, would you be willing to answer some questions? 
We tal}[ed about international trade relationships, the ~2tter of e~xports 
and imports of goods an& services: To what extent is the State Department 
concerned, with the question of potentially hostile countries and the 
export to them of our agtvance~ technologies of production7 It seems to 
me that we have to consider that and I suppose the State Department is 
the agency that ou@ht to do it. I wondered if there was anything done 
along those lines. 

MR. STINEB0~SKR: 

%,tell, it brea/~s do~n% into two branches of technology. In one the 
answer is pretty clear. _~he other is evolvir~. If the military establish 
merits, the Army and the Navy, declare that any technology is of strategic 
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importance, they must give release before that technology can be exported. 
If it is not of strategic importance, the general policy, I think, is 
fairly stated by saying that the Government has no authority, nor Is it 
its policy, to restrict exportation of such technology--it becomes a 
matter of business Judca~ent of the firm that wants to export that 
technology. 

On the other hand, the Department of State does very .frequently point 
out with respect to particular countries, that the reverse and reciprocal 
flo~.r of information is not apparent and that may be a con§ideration on 
the part of firms that are attempting to find a market abroad for their 
technology. A microscopic examination shaws no reciprocity. That Is 
the situation so far as I kno~ ho~ to define it. 

I can only say beyond that that the question you have put has Given 
a great deal of cause for re-exsmSnation of the policy. It has been 
broadened a little bit. It has not been merely put on the basis of 
potentially hostile powers but it has also been put on the basis of 
reciprocal flow of technical information. I believe that is the view 
also expressed not merely by the State Department, but also by the 
Army and the Navy, that on the basis of a reasonable reciprocal flo~, 
except for classified tec~hnical information, we probably have almost as 
muchto gain~by encouraging a wlde interchange of technical information 
even with potentially hostile powers as ~e haveto lose by having 
everyone keeping his own scientific information as secret as possible. 

G E ~  A~V~TRONG: 

I think everybody would agree with that, but, as you say, "a micro- 
scopic examination shows no reciprocity in the case", that, I think all 
of us are thinking about and I just wonder if it cannot be used as a ~¢ay 
of acquiring some reciprocal agreements. 

MR. STIIVEBOk,2~I9: . . . . .  

%'re have on quite a number of occasions raised the issue. }~e do not 
brae about the results, up to now, which also involve several issues; 
one is the negotiating po~rer, the negotiating skill we have to offer; 
two is, what are your ~reapons and techniques? This country is, at the 
present time, pretty largely devoted to a system of private enterprise, 
and there are no peacetime powers, after wartime po~¢ers are relaxed, no 
peacetime powers to say to a company, 'Xou may not export, " unless there 
is a strategic interest involved. It would take legislation to make 
ironclad policy. On the other hand, mere advice from executive agencies 
is frequently influential In determining the policies of companies. That 
depends somewhat on the company. 

qUESTION: : 

~7 con~nittee is working on 'resources that we obtained from foreign 
countries and we are almost agreed, I believe, that it is desirable 
for rubber and quinine to be dra~m from the hrestern Hemisphere. 
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-Now suppose ~.re worked up some arrangement by which rubber and quinine 
;..~ight be gro~.n~ in Central .'~merica s~l South America. We would buy that 
at a pre~'~n price merely to keep the industries alive. How ~.~o~ic! that 
conflict ~.~ith your utopia view of free trade for everybody? 

fiR. STI.,NEBO~,,g]KR: 

" In the first place, I wot~Id not propose free trade for everybc¢ly. 
• Tour question presents a very real problem and I ~o~fLd say the answer 
depends, in some part, on whether the United States wants frar~ly to say 
that it is a.oing it for defense purposes, z perhaps should an~er the 
question most flatly and ~.irectly by saying that it would conflict, but 
if it is decided to be national policy, it has to be excepted out just 
as there are other things that have to be excepted out. There are pro- 
grams for maintaining certain industries for strategic reasons. The 
synthetic rubber industry, from what I understand of the way discussions 
have gone, wo~Id have to be excepted out. The answer is that ~e just 
have to decide what is over-riding in the interest of national security. 
If it is the general consensus of the Goverr~aent, which is arrived at 
by the various legislative and executive branches, we would have to 
make exception for it. The difficulty in making exceptions to the gen- 
eral proposals is that ot~s are relatively few in comparison to any 
other country whereas the same general exception would allow other 
countries a z~.ch longer list of special cases in view of their narrower 
range of industries and resources. We would have to begin to decide 
where or at what point exceptions begin, on behalf of the United States, 
or you get right back into a competitive race, ~ competitive economic- 
armament race. I do not kno~.~ how to define such an exception here be- 
cause there is no ~...-ay of ¢\efining ~t in terms of general principles. It 
is just a ~atter of judgment that has to be arrived at in particular cases. 

QUESTION: 

On some of these strategic things, we do not have technical--on 
some of those, we run into the problem of o~ Attorney General. If you 
try to bring tin into the United States and have a big refinery set up, 
~_o~.m, say, some place in the South like ~ew Orleans, and it woul~ become 
a monopoly] about the time you Got that rolling well and going good, it 
would be like the case of our railroad and Pul]~n Company. You ~.Tould 
have tO ~invest, an& so forth. Now that has kept a lot of the things we 
needed for war out of the Unite& States. I could name a whole list of 
them. ~.re find nickel, most of it, in Canada, and ship the refined par- 
ticle here, but I am convinced that if the policy ~.rere set up so that we 
could refine here, it ~ot<id help our national defense. We would, have 
been in a terrible fi::, in the war, if we ha~ not been able to bring 
the rock product from New Caledonia. So today the Attorney General rill 
say, '~ook, that is a monopoly"; and close up just like they go ~.~ound 
ancl close up the Pul]~an Company. Something ought to be done, because 
if we do not run some sort of organization like that in the United States, 
~.~e do not have the advantage of, say, for instance, one of those bi-~ 
companies of tremendous ~rork in hand of raw material which may be made 
into a watc_~ today but co~fLd be put into some use for weapons tomorro~.r. 
I would like your comment on that. 
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MR. STINEB(Z,,QER: 

I am afraid that I anl not ~,,ell enough informed as to the facts to 
discuss all of your cases, but I will begin. ~le fact that a monopol~r 
exists, as I understand it, is not indictable b~ the Attorney General, in 
the event that there appears to be only one plant in the Unit e~l States, 
whether it is under public o~mershlp or under private ownership. Th~re- 
fore, the first question, first point which becomes relevant, is: Is it 
a consolidation of various units which could be broken up? And second'~ 
Does it have intercorporate understanding or agreements with companies 
outside of the United States, since by definition we are saying it is a 
sole unit in the United States, and what is the nature of those agreements 
and understandings ? 

In the proposition that we have advanced in t~e proposals on[trade and 
employment, we ~have not suggested at all that the rest of the world adopt 
an international Sherman Anti-Trust Act. There are a good many people 
who would like to have seen that as our policy. The test of the inter- 
corporate agreements, when they affect trade across international bound- 
arlesj is whether they intend to frustrate the objectives of general inter- 
national agreement--or to put it quite simply--whether they are restraining 
trade to the disadvantage of the various countries of the ~orld. There 
are two or three answers to the problem of supply of defense materials. 
One is that the United States might maintain its direct participation in 
these refineries, the first processing plants. I think we are not speak- 
ing about the further utilizers of tin; we are talking about the first 
processings. Another methc~l is one on which the government agencies 
seemed to have settled, that is, the maintenance of a stockpile of stra- 
tegic materials produced abroad. And I gather that there is complete 
agreement--at least I know this is the State Department's position--that 
such stockpiles should be reserve stockpiles. They should not be mixed 
~urpose stockpiles; they should have nothing to do with commodity buffer 
mtocks; they should have nothing to do with fluctuating pricesj they 
should have nothing to do with breaking foreign monopolies. Stockpiles 
should be kept strictly strategic. ICeep them as large as an3r one t Till 
estimate and can get Congressional ftmds for; and ! say, out of ten 
years, experience with this question, that the Armed Forces have never 
been among the more exti~av~ant people in predicting how large these 
s~ockpiles ought to be. I suggest we ought to take your best guess and 
double it. 

CA2TAIN HE&~ING: 

Gentlemen, if there are no further questions, we will conclude the 
talk. 

(29 ~Y 1946--200. )s 

- 1 3  - 

25-880t,'-1-200 


