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GhJERAIJ IlcKmLXY: 

Gentiemen, this m.cming we are particularly fortunate .in having with 
u. s 1 :I- * Yi.illia.rp C. Foster, who is the Under Secretary ofJComr~ercei 

12. Foster in World Tlar II, in addition to acting in numerous advisory 
capacities of an official nature, held several import&nt operating positions 
in the T'!ar Department. He was Director of the Purchase DivisLon,'brAmg 
Service Forces'; 'Special Representative of the Under Secretary of Yar on 
Procurement, Army Air Forces; Assistant Director of T&teriel for the Army 
Ser&.ce Forces; and 'so forth. For his services he xas axarded the United 
States i*edal of >:erit and the Yiizr Department Corxuendation for exceptional 
civilian service. The subject of his sneech this morning is "Prewar Economic 
Relationships and the Transition to '%r:ir , 

I take great pleasure indeed inintroducing l'r. 5.1l.i~ C. Foster. ,. 

l;Iz. FOST.ER: 
1. 

Thank you very much, General.'i&inley. 
'. 

This is in a sense a return to old haunts, although in a new piace. 
I did talk on several occasions,. as General LcKi:lley knows, to whst used 
to be called the Army Industrial.ColleZe, Even so, we did have the 
pleasure at that time of seeing a number of Xavy officers. This morning, 
just to make it a littIe different, 
brought along 

there is my 07x3 appearance, and I 
50 act as ai.des txo Xavy men. 

1 am very glad'to come back here. As the General knoss, I have had 
a very keen interest in this job you are all engaged in, and therefore it 
is a real opportunity for me to come back. I ho,pe I can 'contribute to your-- 
1 won't say educati.on because I can't contribute much to that--but I can 
perhaps give yo'u some information which we have in the Delzartment and which 
might interest you in your capacities here. As I Jook around, I see a Treat 
manjr familiar faces that 'i!ere with me in the Army, and I am @ad to see 
them here also. 

ii review of the economic and ocl.itical foreign policy of the United 
States dllring the period between the ttvo world wars, and a stud:{ 02' the 
series of steps short of war .ay VP> ti.Lch we aided the Allied Nations prior to 
Pearl Earbor, provides us with a number of lessons OS great current signifi- 
cance i The importance of the lessons to be learned grows GUZ; of the !:)resent 
world situation. 



It is obvious to anyone whose <judgment is not obscured by strong 
personal prejudices that a great ccntest is 'now goin;; on all over the 
world between the Soviet and Yestern systems of life. The United States 
stands as the keystone of the Yestern system to&;:. Her political power 
is the direct result of her economic '7oV!er. 

Even during this past ear, when the cqital equi$-dent of most na"iiona 
of the world suffered heavy damage, vie escaped unscarred, and in fact were 
able to increase our productivity by almost 60 percent. iis 2 result, we 
are now not only the most productive nation on earth, but we are.lhe major 
source of relief supPlies and credit for reconstruction. 

In addition to cur economic nreeminence tve are the cham&ri of~th+e 
Free Society. ',:e stand for the maxi~~rn degree of individual choice in all 
the affairs of life, 

Our individual political and leqal freedoms have .their economic counter- 
parts. Our .industry and agricuiture- have developed in a political environ- 
ment of freedom. Throughozt our history, we have held to the princir,Le 
Uhat government should interfere in the private conduct of business Only 
where the public interest clearly required it. Cur businesses, like our 
individtial citizens, have not been subservient to the state. 

:'Je believe that many of the biessings we nol~ enjoy, as well as our 
material well being, have groW.n o!~t of this frGe society, and we are 
determined to preserve it. 

r 
However, in a world that shows many distI"Llb?'~ng signs of moving toward 

totalitarianism, the itieals and @.nciples to which YE hold may be a 
little dangerous. In some situations they may turn out to be rather costly. 

In the short run, totalitarian states have 'several characteristics 
v:hich might be called "a,d-vantages .I:. Political decisions arc speeded up by 
the simple process of outlawing the opposiG.on. Individuals do not control 
the State; they are the servants of it. 

Business enterprises exist as ad,juncts of the State. They are 
instruments for the execution of LState.polkcy. Instead of individual 
decisions by private, organizations , governmentaL decisions based on national 
goals determine the course of economic activity. Resources are allocated 
by decree. The goverrment determines vihat and how Mach shall be produced. 
Private consumers are obliged to accept YAatever sup,,lies ha;'pen to SC 
available. 

The difference between our syo+ ,,en and the other is significant. The 
technology, the industry, Xid the ma.tlpOVJeT of the totalitarian state are 
continuously under governrriental control. They are immediately avkilable 
in the event of war or even the yreyaration for _.' 9 war . 
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Democratic countries are not in the habit'of running the intimate 
details of the 'lives and the businesses of their citizens, Therefore, in 
war, the job of mobilizing and coordinating their economies takes gracious 
t ime. The governments are not used to it,,and the people are not ised to 
it. . . 

Totalitarian states thus have an initial military advantizge, In the 
li_qht of our recent experience,' this initial advantage can be extremely 
im~~ortant , and even decisive, Pearl Barbor crippled our 'striking power 
in the Pacific for many months. To a less determined and less richly 
endowed nation, the attack mi$ht have been a fatal blow, 

"Li.th the advent of atomic ?otver, jet propulsion, and sur)er long range 
bombers,. the advantage to the country which lands the first blon has been 
multiplied. 

The problem ae are faced'with, then, is clear. Ye have to m>illtain . d7 our princigies, and not fall into tho tra;) of abandoning our free scciety 
in the course of trying to preserve it, tiu t we m!!S t develop defenses for 
our free society -- so that our noaccful nature and our .tolerance cannot 
be used against us. Cur system is thz best in the long rL;n; -tile know that. 
The probl& is '? to overcome a possible shcrt run disadvantage. i'ne means 
of attacking the problem is to analgze the pattern of our past actions, 
to apply historical data to our current difficulties. I shall &view cur 
experience for the last thirty years -&,th this purpose in mind. 

Following the first Clorld 'Zar, the position of this nation in viorld 
affairs was fundame,ntally altered. This change altered the requirements 
for our effective naticnal defense. 

Until the first T/r'ar, we could rely with some justification on the 
broad oceans which flanked our continent to protoct us against a sudden 
attack. But after 1920, rapid tcchnclogical developments shrank the 
globe and in effect stripped up 3 of some of pur insulation against the rest 
of the world, Inventions in the field cf comuiunications and transportation 
brought us closer to 'the continents of ~uuro~i: and isia than we had ever 
been before. 

As inventions caused the world to grow smaller, other factors caused 
it to grow more interdependent, politically and economically, In& strial 
and coirs;,crciczi developments linked the whole world t.o;:ether rriore closely 
than ever. 

One result of this was to make wars difficult to isolate and control. 
A spark set loose anywhere was liable to set off a general t?onfla:ration. 

Another resuit of the technological change ';v'as to place great military 
superiority in the hands of the proficient, the scientifically competent, 
and the richly enda*jed, Industry, civilian workers, homes, factory buildings, 
and even farms became an inte&ral p‘art of the :ootential war machine. 
therefore became first line targets for attack'. 

They 
The line of distinction 



between soldiers -and civilians became blurred. The line between klitary 
and non-mi!,itary production disappeared. 

'lM.le these developments in technical fi.elds WOY'O taking piace, other 
rather sweepin-g ecormnic and political changes occurred. The int crLu de from 
1919 tc 1739 was parked by many restrictive economic practices. The economies 
of a numbar of the major trading nations was severeiy disru!:ted by the first 
Yorld !kr, and they resorted almost universally to dofensive economic 
pract,ices. 6 variety of new devices for economic protection acpeared. 
These lr~ere in many cases CkVi.Ces for econcm5.c aggression. iiational.ization, 
quotas, and snecial arrangements became common. Ynoie econo:iLies passed 
under the domination of government. 

Ir, the sa.me period, various nEtions, in order to extriLL -‘ate themselves 
from real or imagined disadvantages in their situations, launched forth 
on totalitarian enterprises, >M.ch in . I some lns5Rnces developed into national 
~rqgrkris of military conquest. Iildividual libertries were more and more 
infringed upon. Theories of racism and Stati,sm bsccame more gromi.i?.ent. The 
general debasing of the human perscnality accompanied tiie subjugation of 
privke business entersrise by the State, 

The United States during this time i*Jas having difficulties of its own. 
The econokc instability vkich had been %rouSleswtc in prelrious periods 
became first acute and then di sastrous in the late iyPc)*s. This had its 
effect on the i&ernazionnl economLc _nolicies of the country. 3estrictive 
tariffs were raised, and the co:.,ntry nade the &fort to shut itself off 
from the markets of the norld. 

In the political field, 
the first Ymld ".h-, plus a 

rcvelstions of graft and. excessive profits in 
general disiliusionment with the fruits which 

had been v!on with the vj.ctory aroused p:-,iAXst and isalationist senti!Xnts. 
These wore reflcctcd in our pol2.tical. d&a li.ngs l>;ith otker.nztions. Ezcause 
of deep divisions in &ZriciX on questions of international responsibilities, 
our ,7oli.cic.s were at times blundering and at others contradic,tory, 

As the interval b;?twcen the ~:ars drew to a close, howzvl;r, two most 
hopeful programs wzre developed. ILn 1934 Congress passed the first Reciproca: 
Trade &qrecments Act. By the time the second -,lorld Xar began, WC had con- 
cluded i-eciprocai trade agrehents with twenty-eight cf the major trading 
nations. The reciproca 1 trade agreements had for their purpose the lowring 
of barritirs, both tariff and otherwise, to t":,e movement cf trade between 
the United States a.!ld each of the twentg-eight niitions with. which they had 
.been concluded. 

9:: see ond promising policy launched by tine k~cricn.n Gov crnment ciwi ng 
this period was the Good Neighbor poI.ic:y' toward 2outh !cierica. This was 
a delibeeatc &fort to foster tke friendship and sn.pprt of those nations. 
It W? :: a reversal of our alleged ':dolLw diplomacy'! and .ir;;3?crialism for 
whrich ‘VJ~ %wre wide1.y criticized in Sodth America after t1.1~ turn of tke ccntur, 



~:..:oth these pol.icics ~vere in mid-course l,rhen events in &rope had 
rez&cd i: crisis, and t.!.e actual outbre,$: of WEE occurred. 

Retffecn 193C and Deco&~ 7, 1941 the pattern of our for;+ .tn:di .-a I 
was increasingly chariged. AS of i.938, our total for&en trade a.iLounted 
to about 3 billion dollars, of :;vhich nearly two billion was in exports, 
and sli,chtly over a billion was in ii>3orts. J'&cn i;he &iti& i:::os.'C: thei;- 
blockade on the Continent with the start of hostilities in 1939,‘we lost 
virtually our entire mark& in central Europe and cventuaily in Cccupicd 
Scandinavia. Cur exports to tho Allied Fations in Eiiro;>o wore ?redo!rinantlg 
of arms, munitions and other %jnr goods. Our ifq2ort pattorn was changed to 
a lesser oxtcnt, since V/e traditionally imported chicfly raw materials, 
and dnring this time continued to do so in lar;yer quantiites'. At th; tint 
of the Pearl Harbor attack the volume of our foreign trade had grovdn to 
more than four billion dollars a year. 

As the war in Europa continued 
of absolute neutralit:; by & series if 

we ~pragw3sively abandoned our Fosition 
economic Z.&S which definitely threw 

at least a Fart of our weight in on the side of the Allied Nations, 

Cur first action ws to .ig~ose controls over our exgoirts, and to prevent 
the outflow of goods to those ntLti.ons with -& 010 yj i: 7.3 y~L rc no-t in a state of 
Tier, Sut toward whoAm. we had adopted VJhA, nmountcd to a state of belligerency. 
.L%dcr the provisions of the National kl'cnse AC-t of .!uiv 2, " 1940, tile 
"resident ~~1s authorized to require licenses fcr the q-art of coL%?odities 
frown tho continental United Statas. The sysipu of 13:q70rt lic.;nsos continually 
grew until, at tk‘?e t&o of oiir ontrg into the war, .it embraced all commodities 
shipped from our Forts. The cxp?, of a siZC?.ble TJar+'tion 0 f these c07LtT~ocli+ic~ I. b 
'GW.S permitted to Sriendly nations under a flgencrai' license"; but eqorts of 

La 

niost goods to Axis belligerents were virtually eliminatr;d under the Trovisions 
of the export-control systoiii, 

Cur next nction ~JV;=S %he Jcstroycr Fhsc deal. 'ITAo Cor::~an subn?arino 
attack on the s'.q-~!?ly lines tc tke united Kingiom dilri,; the Spring and 
Summer of 1943 had t&on such a toU. that the United states wets aokod to 
extend r,ir~er~gency aid. on ALlgust 23, lSi,rj, the President announced the 
tIWlSfC?l? Of fifty over-:ago dcs t ropers to the Uniteci Kingdo: in exchange 
for 99-yczr ie3ses 0~7 d{<i?‘L nlv2.L tasos situated in Brit,isC :?oss,:2ssions in 
Newfcundland and the Atlantic Islands. This !lorse-tradin?,, anticipatory 
action not only gave Britain narci;i noedad assistance in staying in the: 
fight, but it ,:lade it possiblu for us to strcngthcn grxtly ojur d62fcnscs of 
the apyjrcachcs to the 3anarr:a Canal. 

In YXarcir of lc/ 1 ~+?'3 '-4 > :,:cnt one stop furthcr in >xtonding our h&p on 
a large sea10 to the kliizd IYltions. The Lend-Lccse Act, n~:~rovcd !'rarch 
11, 1341, authorized the Prosidant to cause any dcpartmont TIP govvarnraont 
to procure cr to rep:A.r dcfc:lsi: goodo for the boncfit of any country whose 
defense the ?resi.dent deenied vital to the United States, TLnd to rn:l!Le such 
goods avniiable b;; louse, loan, or othcr~ise. Under the provisions of 
this A&, billions of dollars ::;orth of ar!;1s, e~qain;il~nt, food, and other 
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goods necessary to the war effort had already been supplied or ;7ere nzoving 
to the Allied G,tions, including &ssi.a, Xt the time of our entry into 
the war. 

Between Azi.1 nnd &gust of 1941, we s:grcc:d vdith CaLx& to coopcrate 
in the production of war gcods for 2ritain. Ye froze the assets of Cercnn 
and Italian nations in this cwntry. Ye closed 311 German Consuiates, 
Ye forbade American business firms tc do blusinc -ss with a proclaimed iist 
of forciq concerns Mtii Axis ccnnections. Then, in August, tho Prcsiden-t 
and the i3ritish Prime ilinistcr me-t on the high sc:os and nnnounccd the 
Agreement in principle kich is now called the Atlantic Cnartor. -klong 
the decisions knounccd at this meeting was that for continued ~;con~ic 
collaboraticn between the United Statcs.a~d Lritain for the Dr'osecution . . . 
of t!nc.war. 

2-s last move was the modification of the Neutrality kct on November 
17, 1941. Shortly after the outbreak of war in Zwope, the United States 
had ‘adopted the Xeutral.ity Act, &ich forbade the entry of Amcriccln nctional 
or ships into the war zone znd prohibited the cxtcnsion of credit to 
governments in default on their indcbtedncss to the United States. This 
Act, which indicated the strong determination of perhays a mazority of 
Americans to try ,to stay out of the war in 1940, had serious1.y hnmpcrcd 
our efforts to help the Ailies. The modification of the Act, in P,!ovcmber 
of 1941, permitted the extension of credit to governments engaged in armed 
conflict, abolished the prohibition agzinat the entry of our vessels intc 
war zones, nnd permAtted the arming of United Xates ncrchent vessels, Unde 
the provisions of this revised legislstion, tnc iinitcd States insugursted 
the Tractice of convoying mcrc'hant ships on the high seas, 

To borrow a Fhr?se fro2m I-r. 7dnston Churchill, tid.s for the United 
states was _ "tsle end- of -l;he 'beginnin;;:. 11 :Yi.tkin a month the cy'npancse hztd 
bombed Pearl Enrbor and we were formzl.Ly Lnd coimpletely at WT. 

Tr:m our experience in the inter-war period end fron our efforts to 
xeparc our defenses this last ti.ll;c, we have Learnod :i fen things li:hich 
it will be usefui to rexkoer in the future. 

ThC WhOlO :-jtrUCtUl?e Of OUT international poZi2cal err2ngements is 
directly a ~X32t Of 2Xy PXiliStLC These pclitii 
arran.~cments can hclq2 ;3rotcct 

;XOgraIfi of mtioml dGfense. 
115 LII tW0 Xily S , In the first ;~L2ct:, tihey can 

help 2rcvent wars. lit t:c,c close of ti-Lo ,fj..rst YorLd Tlhr, the United States 
was un~;iLling to 'oin the I,eq;:u:: of T-ations.‘ Ihis time, however, wt: have 
not only .joincd, bu t have taken Leadership in th? formztiou: of the Ilni,ted 
Xntions. iiin effective -united Tktions is our grcstcst ho:3e' for n&ior& 
defense. For in 3:: atonic aze, .:ny war is certkin to bc *: cnt3s+ropkc: for \* . d 
the victors as well 3s the ioscrs. 

In the second ;?lace, our noliticsi agri-emcrits can provide us with n1li.l 
en;. support in the event that &othzr war does occur, - -1 
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In the scune way, the cccnomic forei:;n policy of the Znitcd St2Ztc~ 
is 3n essential sleA:ent i.C o'w progr2.a of ratiorial dcfcnsc--both ns 3 
fomi of prcvcntivc mcdicinc and as 2 5,zsic zieans of strCilgthe+dlg OUT 
ability to fight bsck in case of an attack. 

It is a truism to say that ~oliticni stability in the world, 2nd 
hwce military security, can exist on17 in conjunction ?:lith econorr;ic 
st2bility. And at the grcsont time the world is perhaps as unsttlXe . econo,zcnil~,~ 3s it has ever 'own . i 

This rc;cerii; w~?r destroyed a greater proportion of the r;ro&ctivc 
power of Euro~:c 2nd Asia than any catzstrophc in history. The phyricnl 
damage to plant 2nd fnciliti-s is past co9putif-g. 

The sauce pros;7;;ct meets the eye every?~h&,. Zven ~~heero th&o was 
little devastation , as ir, ttle I1id.Go East 2r.d India, de v!3r ncverthcicss 
gave a spur io the soiLCL -,; 71 ferment of b;ckwr_rd pcoplos. As ;3. rcsuit, vii: 
2rc no'/; 2 yJ::rt of ccc !lorld in yq!iich cfiscont2nt, civii T';ar, a.35 revolutioil 
Marc the order of -Ihc d,zy. People are re-ordering their economic sj-stems, 
and m&in,g ,~ez or strongor qo!,.itical alli2nccs. 

For the United Status, the economic znd strztt:.ic meaning of these 
developments is reason~tl~ plain. 

Those countries need our gacds XA our cnpital for reconstruction 
LaI 3:-d devclopcnt, If xc do no"; offer it, if we turn ov,r.backs on them, 
it, will stirengthw, i;he h-.nd of political extraiists in ti!ose coun-tries. 
Tl32.r tostilitg nill_ be 7.roc.333. 'Their drift J.n<o n corqctitivo politic31 
8.ghcri: wil.1 bc m2dt: core certn.ir:. Twsions ani! instnbii_i~ty in the wnrld 
will grow greater ra-t?:c:r t5cn 1~3s. Cur ?:ri.cnds rrili bccoac fcwr. 2.r 
will clot orily bccomc nore likely, but our chances of vdr1nir.g it if it 
dots hc2!).')cn Cl!- grow 1~~3s. 

Tkercforc, euch imstrummts ns the 3;: :ort-D.port Ezn!;, the %rld 
R 3-Lii, the Iatern2tiO.xl E~omtarg Fund, z&!.~ th i ;wopost::d ilr:-t,crnnti OrA. 
Trad:: Cq~ani~ation '2rc instriime3ts of nation21 deferisc 02 the przvw2tive 
ILevel. 

12 a more direct sense, t!~eso intern~,ti.onal ::ccnoKAc arrwqcments 
have n stmtcgic inportnnce for us, also. 

Ii-t the first ~At:ce, world mztr!~et s for W-P exports xi'.1 ,~Y'G'id!: us 
with putLets for our grcntlgi c*733ndcd pro&ctivi*u~~. They will cor&rributc 
to a high level of Susincss activity in the Gnitzd Stzttos, -?ihich ;dll have 
the effect of i.-mprzving economic conditions :znd hcncc polit,;.cnl stabilit;ir 
throughout the -world. In strict stratc;$c torn, :; high lcvci of business 
activity is essenti3.L to the: rsziritcn.3nce 0" '-~ :kijlcd Zobor force 2nd 3 
vigorous, progressive tochnoloey capable or‘ providing the nation with 
sqzrior strew:-;-th in war. Ii1 i,hesC- Lf>r:iis, econc~Lc dewcssions :EE,Z that 
We l-ave t 0 f.l. * z>,l;t ?/Jays -;;it;1 aon whose skil_ic; arc rusty, and with in& strial 
fzkilities which are obsolescent. Continuous hi&i ie:ieis of business 
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.z.ctiviky nies-_n not onlj- diminished probL=biIitics of ml?, kat d-so grct?.%er 
fi&hting strcn:;th , grcitcr tochnolo,;ic,zl proficidncy xrci id%strial czpacitjr, 

in the evnnt of YR~. 

In the second ?lZCO, intcrn2tionni econcj,~&c :2rrange,wnts cari Snsure 
the 1Jnited States of dependable so~rcos of bssic ra-a~r:k?tcrials vkich are. 
cssentM. to our whole oconoq. :;t Ikit: present time, this is of es;3i:oil:l 
importance to us. 

- 

For the past hmdred pars, the !jni.tod States has bcon ,tining tho 
earth of its continent at nn anpreccdcnt;d rzte, As a result $ our rcscrvcs 
of ininorals and ores :arc dM.nd1i.n~ so fast that WC have come to a point ?i&erc 
r7e must ask ourse~vss how long :'Jo can hop:! to maintain the kirk! of inclustrial 
economv w now h3ve v h , Ire are boconiing dnngcrously short of Load ,~nd zinc, for 
exarqle , eLnd there is doubt ri$t no% that TJC hvc mou,yh cop?er to fight 
<another majcr war. 

A still more urgent prob1o.q from 2 military standpoint, is the fact 
th!t t'N0 of our grtXtcst new technological advnncos do$?nd upon w+.t2ri;als 
in which this countrg is dcficiont, Atomic ;,ower ilsos as its brlsic roquiro- 
mcnt either uranium or thorium. TLC suDpiics of t!lis co~~ntrg x-e iimitei! 

%o inadequate deposits of carnotite orc.'.Fn '~?~c F.-:r :,kst. Tc date ?;r'e have 
had to dop?;ncl on ores fros Great Bear kke in Can:z';., the LShi&310wbe 
deposits ir the Ecl&am Congo, and on zlonac,itc s:and fror; t?is b~~~hcs of 
Travancore in India. 

Yhc jet engino for aircr.:ft requires new allo> steels ca;?,:blc of 
resisting the tcrrific.intern,~l hozts :$ii.ch the jet roncratos, .-> Although 
we :?avc plenty of one: 3f -Lht nrin al.l.cging oscs, k1olybtionum, 7~3 :?re 
completcig lx-king in the other, cobalt. Indeed, we c.re badly short of 
m,any of the most csuc+nti;~i feiT3-nllOgrT.ng ,anc!. specinlizcd mi.fli;rais-- 
chromito, s~3A,mon~r, mrl.ngancse, nickel, tungsten, snd vam.dium;. 

It is absolutolg vita1 for our nc:tio:A. dcfcnse that WC have access 
to sup:Aics of then materials, Therefore, fntcrnational political 2nd 
ccomonic arrangements 7&ich will fr&:o it possible to acquire them from 
other countries are crs integr~o.1 wrt of our secur3.t~: system, 

.tdi this ndds :~p LO the fact th2t we cannot ::fford ';o rGsort to 
isolationist practices, either in the oconoizic or political qhere, if 
WC ~SSCSS OUT defense: ileeds re:iisticalIy. 

In addition to these lessons about our international relationships 
which we have lsarned from our experience in the last thirty years, we 
have also learned a fci: thirq;s that partain primarily to our internal 
economy, 

Internally, n::tionzl 
problem. 

sccuritg rcducos itself to '1 double edged 
“-e ~CLVC to develop devizis wM.ch yli.11 cnabic us to retain our 

essential freedoms for the the j.ndividual 2nd for enterprise, :;.nd l:;hich 
at the Same time Wil_1 onable u s to overcoxfe the initial* handicaps which 
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c;ur dcA~tocratj.c system imxscs ir, the cven'c of 32 at~tac!c. I should like 
to J?lS@& what T til.i:Lk are som of the nore yxii sing of these devices. 

Pcrhr~s as never bef0re, the past TW.~ !XLS taught 11s h0s.~ cOKpletely 
intwdcpetidcnt and specialized our economy is. +A bmakdow ir, my pwt, 
irr the ccal mines, in the supply of rubber, in the supply of silillcd 
wlders, snd the xhoie mch.inc is sffccttid. The co~~ple.?; s~~sZ;w is kept 
in SJXJOt!? operation only so 2.03,' . r 3s our transportation 2nd commlic2tioris 
sy5tWis fuSctiOn pcrfcctly. 

The essentia.lity of tr:l.nsportztion -a.:', * c oaxxu m t i om i s such tha: 
th2.g ~iust be adequtltc? .x~t all tirr.cs to xCo;xsod;?te the severe demands of 
.o cd i-mti.on21 cmrgency. Our present network of railro.zds, hifmays, tclephonc 
2nd telcorar3h liw c WV, ,qipclines, 
&ip+w~ r~~dio'brondc~.sting 

ir_land iimterways, coastal 2nd Gm3clt Lc- lrcs ‘-A.& 
fz.cilitJes, ,:.i. -d ci.rlinc;s is the fimst in the 

,YlOX-ld. .4 first rccpircmnt cf m.tionn_!. scciurity is that they must nearer 
become obsolss cent or i,mder,;lrlte. 

I ~GV:: ,zlrsndy mer,t~onect the dmclcp'in;; ,saort,qz3 in our r2.w mtcri::ls 
as a factor which places the qe.~~+,c:st str;itcgic importance cn the chnrrjcter 
of our intcrr;ltioml reJ.~tions, The'rc (:rc, ~OWCVBS, som steps vihich WC 
ourseives cm tdce7 to mini.mi.zc our r$sks on this syorc. 7.2 cm put into 
opm3tiod no'& zffective conscrvctiCn measures t.0 mintC2in cur rcservcs 
of rxtural resources for AzWit,3r,~ ~uqmscs.~ i:e can drnla iwrc cxtonsively 
on the ~csourccs of other mtions to ;rtc& our. l~ee&j, 2.y iq2orting 2. larger 
part. of our rztw :xtori.::l needs fr0rL othms, we xill l!ei,> the,r, 2nd at the 
sam tine help oursel,vc;s, A prog-m. of s~kocik~il.ing of r;sscnti:.l 3x71 mtcrials 
is necws3ry to mr national defcnsc. It is my o:Anion ti1c.t we h~vc t,c;aded to 
think in m.uch too il:xrrgtJ tcrias ii? DU.T st ockpiS..ng r;ro6rnns to d~?tS. The 
,nec,ds of ,VKE arc': so i..m:~ms2, tje;zvt h;llf'-~>~ar ~l- badequate ,:fforts ",a -~iCet. 
contingencies i>riy prove to be totzLl.;I i.n::cdtir;untc: .for our own protection. 

Industric?,l strcn&h is the br;sic of rflodern &.iitarg 5t:-Iq$,l~. 3ut 
plmt cqmcity ?md ixterial rcsoUrces arc' only 2. p;;rt of iVl>Y.t n&r;s for 
Jndustrial strength. The vitnlizin,s factor-, xc efficionc~ and new invcntioq - P 

Cur greatest resource: ir: this conmction, I believe, is c2r fret society 
end our private wtcrprise system, -d-Lid? by tiz:;: cG:it.inci:;Lls process of the 
exercise of ind.ivic!ual initi2tivo will affect economics, develqa mOri3 
efficient procedur 2s cr,d proc;:sses ,a:! 2chicve i? bettor utilimtion of 
resources. Ic :z. heaith;T co,zpctitivc: situation, continuing rasmrch for the 
development of new cm? bette, ,i v .c)ro:lucts and processes urili be carriad on. 

yo\qev(Jr, tllcrc 3r.5 undou'btedl;~ mny li n c 6 of ri;scj::rch in which ~~ovcrn- 
mint 3ssistsnCe i s nccessnrg and x&erc, for n2,tion::l it will be 
smsible for 

stcurity, 
Us to inve.~t ~ovcn-ment noncp. 

is of tours@, the oUtstandx~ exw~alc in 
The T:n,ri?h:ztt.=n District Project 

which privztc i.ntorest fl:ld primte 
funds tvould have boon insL~fliciont~ to achiavc G;hc 3ucco9s which w-1~3 wm 

CXCCpt in ~1 EUCh longer ;)eriod 0.f ti3e. By the Wcoura~~~~,cnt of new 
tivcntion and research throug?: the j,.&CFli~crLt 
of &overrmcnt Sunds, 

:';p,d selec:tTjLr.,e ~,yp~r~i,i~Jre 
:vc mn maj..fit.rlt;i~: otlr 

strengthen cur n,?tionnl defense. 
teChEOl0);icrl supmioritg and tlWs 

r-. - Y - 
R, E c$ r [j fi @ -if .E 2; 
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It i's ,mt reasonable to expect I3rivate coq2an.i.e~ viii ch 
to~servicc a'pencetime 

are gearsd 
mrket to mintain gufficient stan&y facilities 

in ccrtain.lines to riccorriot’iat~ ,the needs of the nation it1 ;:, WTT c:Tier~C~~Cy. 
Ye h Eve, in times past, cf course ?rotectzd'I.ridustries through OUT tariff 
SJ7StZZ. These sight have been unable to ~com@,e frculg but..werc essential 
for national defense, It is also tme that goverrmer:t 5uAds have financed 
many nw: dairelopmnts iii the ::.ircmft in&stry, &d provided the c,lgittsl 
for he'rv plants during the ~;ar n!&ch wsre tiecessary for the production. of 
armmnts and war ccpipmnt. I Sclizve we shc!il.d ~gioe th0iight to ;hC 
areas of our industry ?~h.ich arc likely to bl;l. undordcvclopcd in nor.wl 
peacetiim operation, and to provide the means for* the maintennilco of stand- 
by fncilitics which ~;ould be hcedcd in the eventuality of XT* 

It is generally agreed that enterprise ifi ti:o Unitid.States should not 
be subject in time of pence to ovarriding,coctrol by the ~;ovornment. For 
defense :mq35scs, this can MZX that g~cious tim mst bz lost in awitchirq 
our industrial and ngriculturG ;Jf.sht over from unco&rolled, undirected 
production .to a sivuntion in which nntior,al go:cl?iis and ns,tionzl needs dctermi 
the .pnttcrn of pi-oduction. Thz first requi~ec~nt to mini.rCee this dangcrg I 
bclicvc , is that.isc imst conceive of" the close coogerritivc relationship 
between industry and the govcmment not' as somthing to be cultivated only 
after w c.w?gency develops, but as~som$hin~ to !X naintained conLinuously- 
not in tdlc .fO:rir of co~~pul;spry control but in the fornl of coapsr2tive 
ihtorchangc 0, f informtion about plans and needs. 1 believe. thn", ths 
relationsh;.p which COW exists be~woen the %pnrt.,. me&, of Q)m;eJ-ce. :-22(-j t 11; 
vnious business edvisorv ,mouDs,-&th which it . ' n;untains coilzact czn serve 
LS ,a. i 

with 
line 

;nodel for other govo:*ETient agencies. T!iC ‘if2dUS trizd GC.his:)ry &rOU.pS 

which the ~a.mzd forces ~,OX deai we .A 
of Atack. 

simil:~ .u.d ecpnily pro:2isihg 

In s*uir~~~ry~ then, if vw are t 0 we serve 2nd de r'ohd CUT‘ dcr;locrccy WC 

follow policies of intcrr;~tionzG.-ri b , , not isol::Ltior5s.:2, in 3ur forcigi 
econmkic .x-d politicnl dealings. IJcrsc ct hon;e we must .I:eep our cconozy 
strong .md progres&ing and the ~<~Z&ticrlshi.~.> bctT):oen ,goverrmerit and industry 
2ctive. These are t& lessons of otir aqericnce in the lC2st Cirtg yea.l'sr 
They met not be forgotten., ',. .' ' 
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