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holds a degree of B.S. in Forelgn oerwce i ~ ' ~ J ~  o -  
1921. He was engaged in railroad and steamship operations and was 
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Co~issioner and Co_~.ercial Attache to tAe American F~nbassy in Tokyo, 
and traveled extensively in the Far East. This experience is reflec~ 
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On his return from the Far East he Continued active in foreign affairs 
as a member of the Foreign Trade~ Tariff~ and Port and H~rbor Co~At- 
tees of the Los 'A~geles Chamber of .Co~mmer.ce,. and as a lecturer on 
American foreign trade policy. From 1941 to 19~£ he was Chief, Japan" 

on .- 
Section, Foreign Economic Administration. In 1943, leave Crom FEA, 
he was associate professor of economics at Duke University, detailed 
to the Arm2- Finance School to lecture on Far Eastern economics and on 
Japan.s financial institutions and fiscal policy° He ~s also a 

~.~'r ~ Training Schools at Harvard 
special lecturer at the i~n~ Civil ~-~,~ 
and Northwestern Universities, He joined the Industrial College of 
the Armed Forces in July 19£& as Assistant Director of Research, 
Foreign Economic ResourCes Group and served as Foreign Econo~ric 
Advisor to Hoadquarters~ A~ An 1945. Since 19A4 be has been an . 
associate professor of cconomics" at Georget~:m U~iversity. He was 
Chief, Econo~.d.c Potential Branch, IC~% ~, from Hay 1917 to July 19~9~ 
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T I ~  ECO:UOL._~ OF THE F A R  EAST 

2/+ April 1950 

COLOr,El ICING: General T-~olman, ~ests, and gentlemen: This morning w e  

will continue with a series o.f lectures on the oc.ono~ies of world a r e a s °  

k~cents in the Far East are appearing in the headlines of our n,~wspapers 
daily. Our speaker has had a long and distinguished career in this area, 
as well as in the economic field. You ~%11 note from his biographical 
sketch that he has spent many years in the Far Fast, as v.mll as serving a 
tour on the faculty of the Industrial College, leaving ~,ur .faculty as 
Chief of the Economic Potential Branch only last year. He ~;%11 speak to 
us today on "The Economy of the ~ Far ~s~." I introduce to this audience 
and welcome back to the Collage~ ~,ir. ~..!macK ~<. Butts. 

~o~.o,.~. BUTTS: General Holmsz, Colr~nel K~ng,... and ~entlomcn:_ _w oresu~e 
that t~his is considered one of the retards for L~v~no~ " ~ served ~th the 
Industrial COllege. At the same tL~e it is really a oleasure to be 
invited back. " " " 

I shall not endeavor tc review: the whole ,.-...f the Far ~.b.stern situation 
for yon this morning. It is in evc~ newspaper. I d,- n,">t think that i.t 
is necessary to devote any time to geographical locations,, or the physical 
characteristics that ms~ influence either the matcrib.! resources of these 
countries, or the et~hnic origins of the peoples to, e:cplain either their 
encrg~£ or indolence as the case may be. For this info~mtion~ in con.sider- 
able detail and accompanied by picturcs~ I re~er you to any grammar school 
geography. 

You are potential p!annors and as such you are me-re interested in the 
economic war potential of areas than you are in their everyday economy. 
I.:~an3r of you probably have observed the evor~day ~con..'.',rAas of mr~st of the 
~Far Fm~tern areas. And yet i% is the evo~rd~_y econony that is the base 
for an ec~momic war potential. If it is an area ~;-here people are under- 
nourishod~ poorly clothed and housed, and largely illiterate and v,~thout 
any technical ability 2 it is ve~ .~ likely an area ~"±th a very small 
economic war potential~ unless the resources of the area are such as v~il 
warrant a ,-.~a3~r power ma~ing substantial investments there and allocating 
its technicians and .skilled people, to develop the ~-~ & " " ~s~,urces° If the area 
has no strong le~.dorship of its o~:m~ if it has n+; stable government~ or 
is subject to a ruthless milita~ administration, it may still have very 
little war potential. Its pctenti~l th~n can be measured only in the 
amount of m~terials that it may contribute to same namer p<wer. 
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~ " value or 
qe shall not reach a definite or~clusion today on the .future 

degree of essentiality of this Far Eastern area either with relation to the 
world at large or to the United States in particular~ or the %~e value of 

~,~ ~"e do i~ow; ho-~evcr, that 
what that ~)otontial may be in the years to co .... 

to .v is much loss than it was in th<~ thirties~ and that the 
its potential da~ 
outlook is obscure and rather disturbing. So we can on]$r consider v:hat thc 

potentiality of that area may bc. 

Fortunately~ this subject permits us to; describe the Far Eastern area 
in such terms as we may t~hink proper. ! ~hall inc!udc in the area Japan~ 

- ' , . ~ n ~ s l ~ _ ]  ' " n ' , ~ a l a v a .  t h e  I n d  . . . .  " ~  R e p u b l i c s  
Korea~ China~ Indo-Cb2ns:~ rha].la d~ 9urma~ .... ~ +, 
and the Philippines. 

Japan and '~.h~+m=~nd,-~ "~ ~ in my ooinion~ }yore the only index)endear nations_, in 
the area. ?~e might be justified~, in vic~" ~f.+ th~ B~,tish r.nd French~ irffl~cn-~..~ 
cos in Thailand's intcrnal and external affairs, to consider that +h~zJ_~nd 
was not entirely independent. China falls a little short of independent 
stature. It has not had a stron~ central government. Its territory and its 
resources have been made available, contrary to its o~m ~:~shcs~ t-o otlder 
po~-~ers~ by both force and diolomacy. Except for Japan~ the econo~I ,of these 

- , particularly" 
Far F~stern areas has hcen v~attcrnod to suit imo~.~rial pov~ers~ 
the British~ the French~ the Emtcb.~ the ~ .... s'; and~ be a smaller extent~ 
the Americans Philippin~-Ja~ancsc relations have been such as to give a 

• ~ T T  • . , Q  <~ - . . .~.I+ . - ,  o, 

c o n s i d e r a b l e  a m o u n t  c f  p r e f e r e n c e  t o  t h e  u n l t u ~  o t ~ + u o .  T h e  e n t i r e  o c o n o r ~  
o f  S o u t h e a s t  A s i a ~  t h o r e f c r e ~  h a s  b o o n  a c o l o n i a l  e c o n o m y .  The  F a r  ~ a s t  

i riculturo is oursuod over2 u.~hore. 
was and i~ an agricultural ~c~nomy. ~g ~- 
It is the main occupation except possib]$r in Japan. Hanchuria, under 
Jaoanese tutclagc~ might have approached an industrial ocono~-. 

+ ~ of c~.urso° There is wheat, c,_orn~ 
In agriculture we have .~oods~u~.fs~ ++ 

barley, z~llct~ and rice in the _4o+th~ and rico in tlae South° There are 
e of sugar in Fonuosas the Philippine Islands , and thc 

!:_+rg surpluses + 
Indcnesia~ Republic. Cordage fibers produced in the Philippin.cs and 
Indonesia are exported to world markcos. The forests orovide a~\olc timbcr 
for construction, and pulp for ~aper and s~mthctic fibers. Fish are 
plentiful. Vegetable fats and ciis are avai].ablu in r~.thcr !argo qih.nt itic~ 
permitting export to world markets. ~bbcr production supplies the world's 

needs of natural n~bbcr. 

Therc is rather a good so~nkling of r.~nerals from north tc south. 
• . ~, There is bauxite 

Co~ and petroleum are ava~iaolo for fucl and po<~er. 
for aluminum. There are tungsten, cobalt, antim~,nY, and chromite for 
alloys; iron orc and coking coal for stool, u~±d~ copper, tin, and 

graphite arc found. 
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4 -  . 4 - '  Ludustrial development, cohcr ~han the first processing o£ ravt 
materials, in largely confined to Japan~ and to a,much lessor extent in 
}iznc~huria" and China. Had Japan. boon pen~itted to continue its control of 
~aniOhuri@., i no doubt }~anchuria would also, have become an industrial area. 
AlthougN Jhpan imported iron ore from the Philippines and from ~,kt!aya 
because of its.high ferrous contont~ and coking coal fr.om ~¢-.ther sources~. 
it doeshave. Ore and cgking coal v,.,ithin its o~q confines. -- 

These industrial areas were not influenced by home goverm,~ents. They 
w e r e  a r ~ a s  :.f '  d ens e ,  p o p u l a t i o n ,  o f  ~ n p . r ~ ' o r  s k i l l s ,  a n d  g o o d  d o m e s t i c  
markets 'for manufacturcrs~ TheSe factors alone would have prohibited the 
inauguration of hca~ industrics in the Far East, c!scwhcre than in Japan. 
Japan ~;'as the shipbuilder of the. area., it supplied the railway equipment, 
th<! machine,r, the t:;ois, an.6. the c!ectrical equipment. Ja~,an contributed 
to the~.econenv of the,other Far Eastern areas through its purchases of: ,their 
raw material resources, for it purchcsed: from all the areas. The other 
areas were .content ~ith their light industrics--thc spinning and..weaving of 
textiles, thei% sugar and rice mm±!in.o, and their saw r.~ills. There was some 
refining cf minerals, and c.t~de oil. :~- ~, n X c ~ o t  f o r  J a p a n ,  th .o e n t i r e  a r e a  w a s  a 
producer of raw materials, Its economy was dependent upon the acceptance of 
its natural resourcus by the loading industrial .nations. 

What vms the importance of t!-~s arcs. to the world at large and to the 
United States? Its econo~ might bc c msfdcred under four, headings: 
~ ! )  ~h@'pr~::~war uc~m.,.ny cf w h i c h  " . . . . .  ~ ~ ~'~ " we have spokcn--agrim~!tural~ mir, cral/,and 
indust~.al resources and capabilitiOs; (2) economic--the imoortance of the 
area. to consuming marko,ts; (3)the orgahization or concept ]if the .Greater 
East Asia Sphe're; and (4) the pr¢'.s.ent " ~" s].tu~lon a.s it may affect the 
United States in particu!ar. 

The i colonies of Southeast Asia wore i~aeasqrably important to their 
rulers. They w ~ ~u tremendously profitable, since the home countrY_as were 
able to profit from the original sales of the ra~¢ matorials or their use 
in manufacturing. This v~'as particuls.rly true of France, of .%he -~eth~rlands, 
and of Britain. The home governments, in generaI.~: prohibited the const~c- 
tion of competitive industries " ¢', .~n mc colonies that ~i~ht~injure the markets 
for the home products, chinais industrial economy~ such as it was, was. 
%argcly a result of British and Japanese ir, vestmcntSi. . of course~ .those.two 
countries profited nest from the production in Cldha. The Philippine 
c.~non?/~ as.you kn¢,~v~ Was closely tied "to our o~m; and s.o, vo~r..naturally~ 

/.i'~'e w~ro the on6S that profited most from its production. 

. "It Is,.:not necessa:~ ,to discuss the de.tails' of the war potential .of 
ea.ch of these individual a~eas~ but weshould c.~:,nsider such resources as" 
they have which add substantially to the p,ctqntial of .other major powers~ 
in other wo~ds~ industri&i ~" n ..... ~ons. For this Our.Dose I shall first this 
discussioh to the strategic and critical matur{als. which are listed by 
the.L%ni.tions Boar~, twenty of which are pr6duce@ in the. F.~r kas.torn areas. 

~ , '  : : . ,  . . 

, . .  . . 
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China has produced as much as 30 nercent of the world's antimony. 
~fa].ays andthe Netherlands Indies produced more than .50 percent of the 
worldfs supply of tin. China is also a producer Of tin, but in much 
smaller amounts. China is one of the prime sources of tungsten° The 
Philippines and the Netherlands East Indies contribute tNeir copra. The 
Netherlands Indies and Malaya supply the world with rubber. China~s 
bristles and tung oil are desired by all industrial nations= Sugar and 
soya beans have moved, to the world's markets. The mineral resources~ if 
properly exploited, would support an industry: in the Far East which might 

supply its requirements of metal manufactures° 

The United States was an importer of every one of these twenty items~ 
they were essential to our economy. We hoped that we should continue to 
have free access to these ~aterials. ~e have olayed another part in the 
Far Eastern econemy which ~e shou].d not overlook° We were for a number 
of years thG nrimary market for Japan f~r beth its sales and its purchases. 
Of course we had hoped that ~th the tremendous-~: pDp~lation of China we 
should be able to dispose of large q~antities of our ~nufact~red con- 

sumer go~ds there. 

The war and its aftermath, the failure to recover from the ~hysica! 
and moral damage~ "nd, more i~ortent, the failure of the victor~ to de- 
cide uoon what kind of world we should have; have disrupted the entire 
eoono~ of this Far Eastern area, just as it has elsewhere° One result 

° " o has:been the establls~nt of cox~unities of nations; which ~e new.speak 
of as spheres or ombits of influence or control° The Far East was sub- 
jected to such an experience under Japanese lea dership~ and it seems that 
a similar situation is now desired by another great power~ The S~viet 
Union has its Eastern European orbit~ The United States~ I thin~ has 
somewhat more than just a passing interest in a ~'~estern European prblt° 
The Britlsh;of course, are a member of the western orbit, and they also 

have a commonwealth. 

The leader's role embodies the attributes of political prestige and 
Capability of managing:'~the economies° A military leader must be a supp- 
lier of armament sufficient to defend the orbit. It was in such a role 
that Japan established the Greater East Asia sohere. Th~s.was begun in.- 
1931 with the control of ~anchuria. It took olace in North China in 1937~ 
in central and east China in 1938; in Indo-China by treaty in 19~0; in 
Thailand by treaty in 19Al; .and. in Nslaya, Burma, the Netherlands Indies, 
and the Philippines as soon as the Japanese occupied those areas in 19&2o 

Japan planned to concentrate the heavy industry of the entire Far East 
largely within its o~ borders and to a some~vhat lesser extent in Korea 
and Manchuria. Light industries were to be increased in all of the other 
areas° Japan would supervise the trade between the various geographical 
areas, determining the volume and the direction of the commodity movements. 
Japan would stand sponsor for the financial arrangements in other areas -- 
in other words, the collection and investment of local capital--and 

4. 
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would undertake to assure the exchange of manuf~ctured consumer goods to 
the areas.for: their raw ma:terials. Treaties were to be made with Indo- 
China and Thailand These . • were recognized as independent areas; as was 
Chin'a, Of course) under the ~ Chlnes~ puppet regime. The Philippines and 
Burma were grante4 their independence, Th~j had alregdy been promised 
independence and dates had :been set. So Japan capitalized by giving them 
their inde~gndence almost immediately. 

'•~" The successfui combination of hundreds of millions"of hard working 
people, workingunder the direction of the Japanese technicians amd adVis- 

made Japan, and possibly China to some extent, very power- 
the Japanese been able to c'ontinue this progrs.m, it is 

very likely that the larger-industrial areas outside the Far .East "would 
have-found. such severe competition that their Sales in that .areawould 
have been very, very, small. 

Japan's economy in both peace and war was dependent upon foreign 
sources of mate rials~ For example, to maintain JapanTs heavy; industrieS-- 
and we have all learned that its iron and steel industry was of consider- 
able stature--it was found necessa~ or advisable to import 52 percent of 
its iron ore and 8 percent of its coal. That may sound like a very small 
percentage,; but it was most important, because it was all Coking coal. 
Japan i mpQrted about 75 percent of~ ibs tungsten, 75 percent of its nickel, 
75 percent of its petroleum prod~cts, "and nearly 85 percent of its anti- 
monyo The statu~ ~ of Japan's industry made it essential to have foreign 
sources of.raw materials for industrial deveiopment~ Its huge and suc- 
cessful cotton textile industry was one hundred bercent dependent' upon 
the~:importatlon of raw cotton~ 

;The entry of Japa~ int:o the war made it possible for J.aDan to consum- 
mate its dream Of a co-prosperity sphere at a much earlier i~ate than had 
be%n anticipated. But its-entry into the war was also the primary cause 
for :the defeat of the plan. Y have mentioned th@ mineralso Thc~ were all 
!!h ~ ample ~S~pply @nd would have permitte'd a s~ Of balanced econon~j through- 

' out i~he area. 'But. the distance, of most of these materials from Japan was 
sol great 'that it requi:red ~ tremendous tonnage Of. shipoing to transport 
them. In'£o~t of the ores• the metal content was small. EXcept for tin, 
'there wer•e no refineries in~:the South. The entire bauxite supply was from 
the South. It ~S• far, flung battle fronts in She Pacific were also to the 
So~th.o Japan found it impossible to supply the tonnage, that was necessary 

tO bring all thesemate~oials bO Japan, I ;think that ~as one of the 
reasons, probably the mest important re~son~ for the failure, if we set 
a.side thewar ~activity itself, of the co-pros~eri.ty sphere, Japan's tech- 
nicians•~e.re ' needed at home for war insustries and the common lab~ r of the 
orbit remained available only for.agriculture. Processing capacity in the 
aggregate was of some use~ bu t its total contribution was r~latively small. 

" The bankihg structure and currency of •each of the areas ~ere patterned 
after the banking structure.and currency of Japan. The Bank of Japan was 
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made the central banking institution of the a r e a .  The currencies were all 
converted in terms of yen. In most places one unit of ~he lbcalcUrrency 
was made equal to one Japanese yen. Foreign exchanges were to be estab" 
lished in terms of the Japanese yen. Of course~ that had been dome before 
the war insofar as China and ~Jianchuria were concerned. Long before the 
beginning of the war~ it was necessary to transfer Chinese dollars in terms 

of Japanese yen for foreign trade purposes. 

It is not possible to say just what measure of success might have been 
achieved by Jhpan had it been able to function.under favorable circumstan- 
ces. It must be admitted, I think, that if the Japanese operations had not 
been interrupted, they would have resulted in a somewhat higher standard of 
living f6r the native populatlons of the Far East and an imorovement in 

their general competence. 

So much for the concept of the co-prosperity sphere and its trial. Per- 
haps that concept under different auspices is to be revived. What is t~e 
present situation? ~ow will it affect perhaps the economy of the United 
States? How can it be altered, or what should we be doing about it? 

The favorite theseis is that no country without-a stable govecnment, 
access to resources, finsnci~.l support~ and qualified manpower~ can he 
truly successful. 7fill the substitution of government .by Koreans for 
Japanese, by Burmese for British, by Indo-Chinese for French, by Indonesians 
for Dut6h~ and, I will s, dd, by Filipinos as opposed to the checks and bal- 
ances of the 'Americans, pro~e satisfactory:? Wlll these government, s, when 
and if fully established, have the confidence of the industrial nations, 
which alone can supply the financial~sources and the technical ability to 
increase the productivity, the native Welfare, s:nd the potential of these 
areas of the Far East? How long %Till it be. before military aggression and 
guerrilla warfare may cease throughout these areas? We have seen Indo- 
China in turmoil and ferment ever since the war° Its exports are now only 
~about lO percent of what they were prewar° We know only too well the chaos 
that exists in Burma and China and ~that the R!alayan sitnation is not im- 
proving. There are other situations of whichwe have dai~y,cognizance in 
all our magazines and newspapers. },f&llions of people are starving, there 
are nu materials in the large cities for processing, mining is Sharply 
curtailed, and direct trade is certainly hampered° 

Japan, the former beehive of the Far East, which supplied hundreds of 
millions of yards of textiles to the native populations of this area, pro- 
vided shipping services to the entire area, and supplied it with much of 
its machinery and tools because it produced them for the price that the 
orientals could pay,. is new suffering for lack of this trade, and no~ 
exists by virtue of gifts° The silk industry is no longer imoortant. 
Its shioping is negligible. The best of its fishing oreserves have been 
lost~ It does not have free access to the raw materials and markets of 
the world~ the Atlantic Charter ;~nd the Yalta Proclams.tlon not.~ithstanding, 

.Its economic future is uncertain. 

.it , ,  
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There is another •factor which may have a disturbing inf'luence on the . 
econ'om~";of the area, particularly in Southeast Asia. That is the Chinese 
po~ulation. • Throughout the southeast region in particular the advance ~f 
the indigenous population has been held back by the continuous increase 
of the Chine.se~ who have come into the area and fitted themselves into 
the i~ermediate occu~ations.i..They have become t.he ~mld'dle class~ whereas 
the'~na~tives have remained the toilerso. ~hey have in many cases been the 
intermediarles.between the Europeans and the native po~ulatinnso They 
have~b~en the proprietors-and the operators and the sales agents of the 
milling facilities, for rice, flour, and. other coH~oditieso They are 
owners an~- operators of small plantations 

These~:Chines-e :.~re :reportedly ready, to. support any governmen~b that may 
be~$~6tiening in China proper., . They may become a Chinese Amtorg .of ~the 
Eas~o. They may funnel the resources an~/.produc~s theF control to. support 
any attempt that may be made to establish a Soviet-controlled orbit in~. 
the Eat'East.. Should.this prove true in. any part of the Fmr East, the 
econ6my-ofthose specific areas will be denied to, most of the world,and 
will accrue to t~e,military( leader,, the provlder, the one who presumably 
will supply 'the I defenseo • - 

I f , w e  .again briefly consider-the strategic maierials and the situation 
that obtainsin these FarEastern s~urce a~eas~ we 'may better focus our. 
future -loglst.ical' problems. . .  

Antimony--China. has.been a principal source, but a larger volume is 
now a~,ailabl ~ in N~rth. and '~South America and can supply our requirements-. 

Chromite--The Philippines have supplied us with as much as20 percent 
of.:our impo.rt s since the. war; but Cuba, Turkey, P~odesi.'al, and South Africa 
may be ~able t0 ~ive us, all t.~.~t...we n~ed~, • -, • ' 

Tin~Mala~a :r and ~ Indone sia. produce, one-half ,0f -the "world Is Suppiy~ and 
we secure more than 90 per.cent.~f the. requirem.ents'at this time from that 
area. Although Bolivia and the Belgian Congo are becoming sources of tin 
and eventually maybe able to :Supply:.us:, we",should wish to conti.nue:our 
trade in these Far.Ess, tern Areas .for economic reasons if f.orn0~hlng else. , 

" i . . . .  ~ ~ "  " " 

Tungsten--," Recent imports in considerable quantity~ ha.re been received...: .; 
from South Amerlca, ~fric~ Spain~ and •.,China.- We., should like to continue 
our trade with China. " ' . . .  

• 7 " - 
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T Copra-- he Philippines have been our pnLmary source. Even in 19&9 we 
bought ss much as AO0,OOO tons from the Philippines, or approximately 96 

percent of our imports. 

In rubber I hardly need mention the importance of Indonesia and 
. o 

Malaya. I will say, however, that the imports at this time are runnzng 
about 76 percent of our requirements, whereas last year they were in 

excess of 87 percent. 

V~]~at does this resume suggest to us? ~J~e are in no wise dependent 
upon indo-China~ Thailand~ or ~urma in the South~ or tn any great exten t 
upon Japan, Korea, or China in the North~ Our future ~ trade ~relati°ns with 
China are, to say the least, Obscure. However, just as the Soviet Union 
continued after:the war and until 19&9 9o ship to us large quan~itle s of 
chromite and manganese, it is possible tha~t we will continue to receive 
minerals and agricultural products from China through Soviet sources~ so 
that Russia may profit from the dollar exchange that ~ill accrue from our 
purchases. But it is evident,. I think, that the present sitUati6n IS 
such that rather speedy action must be t~ken to insure access By us to 
to this area in the future~ or that ~e must look elsewhere~ 

It is the remaining ~hree countries in which we ar@ most interested-- 
Malaya, the Netherlands Indies, and the Philippines~for our supplies of 
chromite, copra, tin, and rubber. There are no other sources at this 
particular moment tha~ can so readily and successfully supply us with 
these materials~ It is fortunate that those areas are favorable to. 
trade with us, and we presume that this trade will go on unmoleste~ for 

several years~ - - 

In the meantime we should be looking for new sources. Colonel King 
in his lecture on Africa has cormuented upon the economic development 
plans for Africa° You have had your attention dra@n to ~ the ECA activ- 
ities in securing from those areas strategic materials tobe place~ in 
our stockpile° Our Roint A program is also appropriate. 

Your future reso~rce and logistic studies will undoubtedly enable 
you to determine--remember, we have only been consideringvTthe true 
~conomic position of the Far East as it may be two, three, five~ ten 
years hence and what action c~n be taken so that it v~ll best serve 
itself and its best friends; among whom we number ourselves. 

" f T  ~ 'T * • , .  Q~sS~ON. Can you tell us just a little abo.~% the development Of 

th9 Philippines.. since the first of January 1946.? 

MR. BUTTS: I am afraid that in the over-all there has not been much 
constructive development. It is true that copra has been resume~ as an 
export, I do not believe that the export of sugar has been resumed in 

prewar volume. 
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it is the political situation within the islands which is "to blame° 
The F~lipin6s are endeavoring now to break up some of the Old monopolies, 
and .I do not believe that the new economy that will be established will 
be a profitable one~ For ~xample, some of the old hemp 9regs which the 
J~pan@s~ had developed so successfully are no~ going to ~eeds. Large 
areas that have been operating under one leadership are being broken up 
and handed to individuals. In minerals~ the profits secured from the 
export of a hundred million tons of iron ore have ceased° The Philippines 
are not in'a ~umor at the moment to trade with Japan. So, while there has 
been~some stabilization, ~! Cannot agree that there has been a great im- 
pro~dt in the~ economy of the Philippines. 

~UESTION~ Yo~ say it is because of the political turmoil in the 
islands at the present time° Doesnrt the natural laziness of the 
indi.viduai also• come in there as a big factor? 

NRo BUTTS: I Said in the beginning that I did not Wish to discuss 
the energy or indolence of the peoples. But I agree with you; the 
Filipinos arenot ambitious people° ~hey ar~ not skilled technicians. 
They•do like to get along ~@th as little as possib!e~ They are not alone 
in that In the O riento But it is a characteristic. I would olace only 
p~rtl bf] the blame on the characteristics of the people. I still maintain 
that the fault is largely political~ 

QUESTIONs if you added up all the money we have put in the Phillp- 
pines directly.and indirectly since we first took them over and compared 
that with what has come to the United states from the Philiopines, wNich 
way would the favorable balance be, would you say? .. 

~Ro .BUTTS., In doll~rs and cents I can't quite answer the question~ 
because I have never made the tabulation° I would say that ~e have spent 
more than we have re.cei~'ed.- On the other band~ I presume the co~nercial 
inte~ces-~s that have sponsbred; much of the money, that has been spent in 'the 
Philippines have profited very handsomely over a period of year.s#, but:~ ' as 
usual~ at the expense of the taxpayers. 

It is quite t.~ue~ that colonies rarely. ~.re gold mines for~the people 
who initially endeavor to establish their progress and the attainment of" 
a stabilized economy~ It takes fifty or a hun dr%~ y~ars before .such an 
area becomes profitable, unless an area is al~cays a! deficit area and.is 
maintalned solely for.strategic ..purposes. 

QUESTION| DO you think the national antagonlsm which thepeoples of 
Southeast Asia have..to~mar4 the Chinese will have any influ@nce on or will 
be a factor in the progress, of :co~nunism.throu~h.. . . . those, area s~ 

~Ro ~BUTTS; " I am Sorry to say, 'i;: belive that there has not beer,S: nor 
is there now, any established organization among the native populations 
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or any action being taken to'my know, ledge to controvert the progress of 
co~t~unism within their areas° The natives do not have the mental capacity, 
or it will probably be b~tter to say, the exoerience~ to formulate plans, 
either in the way of propaganda or otherwise, to defeR t the" activitizes of 

the Chinese Co~unistso 

The natives have been very unhappy about that sit~atlon2 but Thailand 
was the only country that did anything about it. It enact e@ laws prior to 
the war, about 1939 and 19&O~ barring ownership of many commercial concerns 
by Chinese, and further restricting in~.qigration. This did not obtain 
throughout the Far East or even in Southeast Asia as a uhi~ersal practice, 
and the Chinese have become stronger and stronger~ They are quite strong 
in Malaya, and there I think we may look to them to support whatever 
government is effective in China. Apparently there is no one in Indo, 
China capable of preventing the entry of the Communists into that area° 
~e read every day that Burma is becoming more and more of a hot bed~ I 
think that under the present situation com~nunism cannot b@ contained° 

QUESTION" How do you feel about Japan? You mentioned that if we had 
let the Japanese alone, you feel that the Orient mi~ght possibly under the 
co,prosperity sp~re have increased its general living conditions under 
that theory of raw materials versus manufacturing° I notic~ that General 
MacArthur is advocating a bigger merchant marine for Japan in its trade 
with China. Do you see any future hope of Japan being allowed to set up 
this co-prosperity sphere and doing just what you suggested might have 
occured? Of course~ in sug~gesting that possibility the only objection 
I can see to it is that everyone tries to become imperialistic and expand 
all over the world° That would give us a certain amount of competition in 
the Orient. But ideologically iT we could contain the Japanese Government 
within reasouable limits and not let it go on to world domination, as it 
apparently was Set for under its old theoTy~ do you see in the future any 
expanding Japan as a stabilizing influence in the Orient in fighting 
toward getting rid of this Communistic element w~ich has enslaved ~h~st 

part of the worTd? 

~R. BUTTS: No~ sir° Not in the immediate future. Anything can 
happen~ but I venture to say that Japan will not be a stabilizing 
influence in the next decade. T~e bitterness is still too great among 

some of the orientals. 

The Japanese seem ~o be ~ore welcome than the Chinese throughout the 
Orient as a whole~ but the Filipinos are very bitter toward the Japaaese, 
and the Indonesians continue bitter° The Japanese do not have the capacity, 
and will not have the chpacity for many years# to force commercial penetra- 
tion throughout the Far East unless th~ ~ have the SUOOort of @ major power. 
It will r~quire possibly ~en years under the very best assistance that can 
be rendered to again have industry capable of furnishing the amount of 
supplies it previously exported to the Far East. 
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That is one of the particular failures. If you are to operate an orbit 
suCOessfully and take from other areas their,' raw materia]s~ yon must,be in 
a .position t 0 .Supply.them with their consumer demands~ The Soviets are 
finding that ~ to.be a prime deterrence to their progress. They take away, ... 
but they are not able to give in return° I don't think Japan "~,~II be 
able to 'again supply those areas ~.~th their consumer goods. 

if the United States should~ say to Japan~ "We ~ill give you a credit 
of ~one~billion dollars for. raw cotton and textile machinery~ we will give 
yo~ markets,, and use our Dower and prestige to permit you to enter~those " 
markets," the~ period could, be Shortened. But not by much. I do not have 
g~eSt hope for Japan. I dontt ~,ant that cogent to indicate that'l 
think~it is desirable that Japan .shall again be lord and master of.sucha 
large ares;~ but even in peaceful commercial pursuits I would say that it 
wou~d take at lehst~ten years, no, t any lasso " ' 

As for the second part of the question~ the communistic .angle 9 I 
doubt if Japan Would desire to J,olr~..with the United States.in an a!l~out 
effor t to defeat communism as such. Japan!s future edong~i c "life depends 
on the Orient. Itdepends o~ 6~entual trade with China and with those 
other areas~ If China should remain Communistic an~..eve~t~ally secure. " 

• r . . . .  ' a gore nment that ~ould be fairly stable, Japan would .haveto deal with 
that government if it. is to maintain'a balanced ecomomic life in the 
future. - 

GENERALHOLMAN: Leaving out any political implications, where does 
Australia fit into this economic pict~ire? 

MR, BUTTS; Australia has avery small niche in Far Eastern 
economy. It is not a l~rge consumer Of the manufactures of the ~Far East. 
It is an~exporte~, rather~ primsril X of wool and ~ of wheato Except for 
its raw materials ship~ents ~o the Far ~ East,~ it is a rather minor factor. 
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Australia is a cart of that general area~ but it seems, for the 
present ~at least, ~o be more interested in mattsrs of military: strategy 
than-economics in the countries to the ~or~. i ~shQuld not omit mention 
of Australlan ~ ~Ir~n ore. This iron ore may become a large f~ct~r in later 
~r~ ~n %he de~lo~m~ht ,. of the East~ 

GENERAL HOL~N: .My question had application to Australia in connec- 
tion with the countries in the Far East. T~e~ a~re ver~ mu~h interested 
in expanding t~heir trade and in deyeloping heavy industry, ~ :in furnishing 
textiles, tin,~ • and food-supplies; and ~ossib!y in furnishing shipping 
serviCes~ M~ve you anything which fndicates that~this situation has 
" progressed t'o any extent' postwar?: ... ~ . • ~.~ .. 

~[Ro BUTTS: Not to my knewledge~ except in ~the saleS df:raw nmterlals~ 
I think Australia is going to be under a sligSt handicap in so far as 
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trade with the rest of the Orient is concerned. You will remember that, 
although the Australians were much more polite than we were in,the manner 
©f enforcing their •immigration laws 9 they~ from the oriental point,-of 
view, were just as cruel as we were. 

Another likely obstacle is that Australian costs of manufactL~re will 
be far above the average purchasing power of the Fam Eastern countries° 
So far as textiles are concerned, any country in the World-can manufact- 
ure textiles but can sell them only if the price is r&ght. We grow our 
own cotton•and we canlt sell our textiles in the world market° Great 
Britain and Japan transport their cotton thousands and thousands of 
miles, both as raw material~-and as textiles, and sell them freely. It 
is not likely that Australia can compet~ with India and Japan~ 

Australian tin cannot now compete 'with the production of Southeast 
Asia~ I believe that. J apants heavy industry , even now, is exporting 
more o£ i~s produc~s to Far Eastern markets th~n is Australia~ and the 
margin will widen° As ~for shipping services, I do not know.what 
Australia is contributing~ but its services cannot normally compete 
successfully with several of the European nations or Jaoan. 

QUESTION: Will you comment on the economic aspects of the relation- 
ship between Russia and China as to whether or not China-may prove an 
asset or a liability to the Russian economy? 

~Ro BUTTS: That is rather in the realm of "I think so" or "I hope 
so" or "It appears to be. t~ But, if we judge the results of teckuiqu~ 
that have •been used by the Soviets over a period of years, I would say 
that we cannot brush aside the Soviet influence in China° 

I believe that the Soviets will, for a. temporary period at least, 
profit rather handsomely from their incursion into China. I commented 
upon the fact tha~ th~ might allow Chinese products to move to the 
western industrial nations~ thereby•increasing Russia fs dollar exchangeo 

There•Jis no question that the Soviets are controlling the trade of 
North China at this particular time° If we want Chinese bristles now~ 
we get them by courtesy of the Soviet Union° That is one bit o~ evidence 
of how. they will profit. 

The Rnssians are certainly as well qualified as the Japanese.~ and 
the Japanese secured a bonanza from the production of Manchuria° The 
Japanese developed that area in a relatively short time. It is a 
producer of foodstuffs, minerals, and forest products~ Its iron and 
steel industry is a base for numerous processing and manufactUgiDg 
industries° Its economy both supT.lements and complements-that of 
Eastern Siberia and is a definite asset to the Soviet Union. The Chinese 
will not profit~ 
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COLONEL KING: ~o Butts, for the Co~mmandant and your audience I 
thank you very muchfor a very interesting lectu~eo 

(23 May 1950--350)S 
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