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12 fugust 1888, He studied 2t the Sorbomme and at Heidelberg, and
holds a degree of B.S. in Foreign Service from Georgetown University,
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ted in his studies, nJapan's Trade and Tndustries," U. S. Department -
of Commerce, Trade Bulletin 642, and "Economic Developrent in Korea,"
prepared for the Foreign Telations Committee of the U. S. Senate.
On his return from the Tar Fast he continued active in foreign affairs
as a member of the Foreign Trade, Tariff, and Port and Earbor Commnit-
tees of the Los frgeles Chamber of Cormerce,. and as a lecturer on
American foreign trade policy. From 1941 to 1944 he was Chief, Japan’
Section, Foreign Eeonomic Administration. In 1943, on leave from FEA,
he was associate professor of economics at Duke University, detailed
to the Army Finance School to lecture on Far Fastern cconomics and on
Japan's financial institutions and fiscal policy. He was also a
special lecturer at the Army Civil Affairs Training Schools ab Harvard
and Northwestern Universities, He joined the Tndustrizl College of
the Armed Forces in July 1944, as Assistant Director of Research,
Foreign Economic Resourtes Group and served as Foreign Economic
Advisor to Hoadguarters, ASF 4n 1945. Since 1944 he has been an
associate professor of seonomics” at Georgetowm Upiversity. He was
Chief, Economlc Potentisl Brench, ICAF, from oy 1947 to July 1949.
wp, Butts is at present a moember of the staff of the Central Intelli-
gence Agency.




m;}l‘-:'::aef{"‘{;"':’}”‘i“ﬂ?? ﬁj"'f"‘ff"’" ' ' ~.’.A
Ej\::\ ~/‘:“‘7) é.i i[f‘iﬂ(‘:(v: ih o dhend 2101

.. THE ECONOLY OF THE FAR EAST

24 Lpril 1950

COLONEL KINGs General Holmen, guosts, and gontlemen: This morning we
will continue with & serics of lccturcs on the ceonomics of world arecs,
Events in the Far Fast arc appearing in the headlines of our newspapers
daily. Our specaker has had 2 long and distinguished carcer in this arca,
as well as in the economic ficld, You will note from his biographieal
sketch that he has spont many yesrs in the Far Fast, as well as scrving a
Jbour on the faculty of the Industrial College, leaving our faculty as -
Chicf of the Economic Potential Brench only last year, He will speak to
us today on "The Eeenomy of the Far Zast," I introduce to this audicnce
~and welcone back to the College, Ir, Hallcek £, Butts, :

IiR. BUTTS: General Hblman,‘Colsnel Bing, ond gentleomen: I progune’
that this is considered onc of the rewerds for having sorved with the
Industrial College. At the some time it is really & pleosure te be
invited back. . ' ' ' ' : '

I shall not endeaver teo rovidé: the whole o1 the Far Zastern situation
for you this norning, It is in cvery newspapere. I do not think that it

is necessary to devote any time to goographical loeations, or the physieal
characteristics that may influence cither the naterinl resourccs of thesc
countries, or the ethnic origins of tho peoples to oxploin cither their
encrgy or indclence as the casc nay bo,” For this information, in consider-
able detail and acccompanicd by victurcs, I refer y~u to any grammer schocl
goography. | - - |

You are potential planncrs and as such you arc n-re intorestoed in the
eccnomic war potontial of arces then you are in their everydeay economy, ,
Hany of you prohebly have observed the ovoryday sconordes of most of the
Far Fastern arcas. And yet it is tho everydey econsry that is the base
for an ‘econcmic war potential, If it is sn arca whero people arce undepe

ourished, poorly clothed and housed, and largely illiterate and without
any technical ability, it is very likely an drea with a very small |
ccononic war potential, unless the roescurces of the arca are such as will
warrant a major power naking substantial investments there and allocating
its technicians and skilled people- to develop the resources, If the arca
has no strong leadership of its owm, if it has no stable government, or
is subject to a ruthless military administration, it nay still have very
Littlo war potential., Its pctential then can he necasurcd enly in the
eanount of materials that it nay contribute to s-me najor power.
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We shall not reach e definite conclusion today on the futurc valuc or
degree of cssentiality cof this Far Tastern area cither with relation te the
world at large or te the United Stoves in perticular, or the true valuc of
what thot potontial mey be in the yoars to comce Ve do know, hcwevcr,_that
its potontial today is much less than it wes in tho thirtics, and thot the
outlock is cbscure and rathor disturbing. So we cen only consider what the
potentiality of that arce may bc.

Fortunately, this subject permits us to deseribe the Far Tastern area
in such terms as we may think propers I shall inelude in the orea Japan,
Korea, China, Indo-China, Thailand, Burma, :alaya, the Tndoncsien Republic,
and the Philippines, ’ ’

Jepan and Thailand, in my opinion, werc the snly indcpendent notims in
the arca, We might be justifiedg in view of the British and French influcn-
ces in Thailand's internal and external affairs, to eonsider that Thailand
was not entirely independent. China £alls a 1little short of indepcndent
stature, Ib has not had a strong cuntrel governmente  Its torritory and ibs

resources heve been made avellablo, contrary to its owm wishes, to other
powers, by both foreo and diplomacy. Except for Japan, the econcry of thesc
Far Fastern arcas has been patterncd teo suit impoerial powcers, particularly”
the British, tho French, tho Dubeh, the Jopsnesc, and, to a smaller cxbent,
the Americens. Philippinc-Joponcsc reloticns have becn such as to give a
considerable amount of preference. to tho Upibed Statos. The entire ceonor
of Southeast Asia, therefcre, hos becn a colonial econory. The Far East
was oend im an agricultural cconomy. Agriculturc is pursucd evcrywhcro.f

It is the main occupation cxcopb nossibly in Jepam. Manchuria, under
Japenese tutclage, might have approached en industrial CCONCNY. '

Tn agriculture we have foodstuifs, of coursc, Thore is wheat, corn
. . ; ’ - ° : &Y ’
barley, milleb, and rice in the North; and rice 1n the South, There are
‘large surpluscs of sugar in Formosa, the Philippine Islends, and the
: . ; . ‘ s : % a2
Tndenesier Republic,  Cordage fiwers produccd in the Philippincs and
[ < Py
Tndonesia arc exported to world markets. The forests provide ample timber
for construction, and pulp for papor and synbhebic fibers. fish arc
plentiful. Vogetable fats and ~rils are ovailable in rother large quantitice
permitiing export ho world mnarkets. Fubber praductiom supplics the world's
nceds of natural rubboer. e '

Therc is rather a good sprinkling of ‘minerals from nerth to scuthe
Coal and pebroleum arce availeble for fucl and power. There is bauxite
for aluminum. There arg tungsten, cobalt, anbinony, and chromite for -
alloys; iron orc and coking coal for stoel, Gold, copper, tin, end
graphite arc founde o

V]
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Induotrlal dovclopmbnu, cthor then the first precossing of row
»muterlals, is largely confined to Japen, and to a.mueh lesser extent in
- Menchuria- and‘Chlna.' Had Japan. been permitted to continue its control of
“M;nchurlg, no doubt Manchuria would also have become an industrial arca.
‘Although’ Japan 1mgortud iron.cre from the Philippines and from Malaya
bocausc of its ‘high ferrous content, and coking coal from "thur SoUrces,
it d“cs have, ore and coklng coal vmthln its own cmnllnus.

hcse 1ndu tr¢al Cwere. not 1nflu need- by home govcrnmbnts. They

were arces of densg populutlon, of manpower skills, and good doncstic
markets ‘for manufecturers, These factors alone would heve prohibited the
1nuagur~tlon of hoavy 1ndustrlco in the Far Best, clsowherc than in Japan,
Japan was the shlpbulld or of the arce, _t ouppilﬂf the railway cquipment,
. the nqulanV the tools, ond the clectri couipment, - Japen contributed
ey the cconﬂny of tno .obthcr Far Eastern ,rous through its purchases of: rtheir
raw material resonrnus, for it purchgsed from all the areas, The other
areas were content with their light industiricge-the spimning end. weaving of
toxtiles, their suger and ¢1cu,4¢¢11ng, and their sew millse. There was some
rofining of minerals and crude cil. Hxcept for Japen, the entire arec was o
producer’ of raw materials.  Its cconomy was' dependont’ upon thv,“ccopu nee of
~1ﬁs natural resources by the 1cadlag 1ndastr1al,nﬂtlﬁnuo

, Whgt we.s thﬂ importance of this arca to the world_at large and to the
United St ates? Its econory might bu ¢omgidered under four htadingse -~
(l) thu prewar gconomy of which wd have spokonm-ogricul turwl, mincral,’ .and
1ndu tr: 1 resourccs and capabllltles, (9) GCOﬂ’m10~—tbC 1mnortunce’of the
arcabo consuming merkets; {3) the orgaenization or concoot of the Greatoer
East Asia Sphero; and (4) the present s:tu-ulwn as it may ffcct'thov
Uhltcd Statcs in partlcular,,v" .

Tho colenies of | Soutacast Asisa wore 1nncgsuruvly 1roortgnt te thbir
rulers, They were tremendously ﬂrofltﬂble, since the huﬁc countries werc
able to profit frofm the original szles of the row matorials or their usc
in menufacturing, - This was Dartlculﬂrly true of France, of the Netherlands,
and of Britain. The home governments, in generaly, prohibited the consbruce
tion of C\Y@Ltlt’ve industrics in the colonics that might. injure the markets
for the home products. Chihais industrial ceonomy, such as it was, was:
Targely a result of British and Japanase 1nvestn nts.  Of course, thssc two
countries profited nést from the preduction in China,  The . Phlllpplne L
economy, ‘as-you know, ires closcly ticd to our owm; and 80, Very. nqturullf,

Wwe were. the URLS thut proflted most frﬁm its prhductlon.

. It is nnt neeessary to di SGLSS the O“t”lls of uhu wor vbtcntlul of
ecch of these individual abeas, but we should e-msider such resources as-
they have which add substantlully to the potential of other major powers,
- in other words, industridl nations, For this purpose I shall limit ‘this
discussion to the strategis and crltlcal mutbrluls which are listed by
the Nunltlons Board twcnty of 1"h:Lr'h are. proauccé in the Fgr Ea Eastern arcas,
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China has produced as much as 30 percent of the werld's antimony.
Malaya and the Netherlands Indies produced more than 50 percent of the .
world!s 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 Bast Indies contribute their copra.. The
Netherlands Indies and Malaya supply the world with rubber. Chinals
bristles and tung oil are desired by all industrisl 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. L

The United States was an importer of every one of these twenty items;
they were essential to ocur economys. We hoped that we should continue to
nave free access to these materials, We have played another part in the
Far Bastern econemy which we should not ovérlook, We were for a number
of years the primary market for Jepan for both its sales and its purchases.
Of course we had hcped that with the tremendovs; popitlation of China we
should be able to dispose of large quantities of  our manufactired con-
sumer gonds there. : ‘ o

The war end its aftermeth, the failure to recover from the physical
and moral damage, ¢nd, more importent, the failure ~f the victorg to de=
‘¢ide upon what kind of world we should have, have disrupbed the entire
econory of this Far Bastern area, just 2s it has elsewhere. One result
has been the establishment of communities of nations, which we nowsspeak
of as spheres or orbits of influence or controls The Far East was sub—
jected to such zn experience under Japanese leadership, and it ‘seems that

. a similar situation is now desired by another great power. The Soviet
‘Union has its Eastern Buropean orbit. The United States, I think, has
' somewhat more than just a passing .interest in a Western Earopean orbit.
The. British, of course, are a member of the western orbit, and théy”also‘,
have a commonwealth. ' L

; The leader's role embodies the attributes of political prestige and.
capability of meanaging-the cconomies. L military leader must be a supp-
lier of armament sufficient to defend the orbit. It was in such g role’
thet Japan established the Creater Dast Asiz sphere. Ihiis was begun in-
1931 with the control of Manchuria. It took place in North China in 1937;
in central and east China in 1938; in Indo-China by treaty in 19405 in
Thailand by treaty in 1941; and in Melaya, Burma, the Netherlands Indies,
and the Philippines as soon as the Japanese occupied those areas in 1942,

Japan planned to concentrate the heavy industry of the entire Far Hast
largely within its own borders end to a somewhat lesser extent in Korea
and Manchuria, ILight 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 ccmmodity movements.
Japan would stand sponsor for the financial arrangements in other areas —
in other words, the collection and investment of local capital——and
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. would undertake to assure the exchange of manufactured consumer goods to
the’areasgfoffthéir_raw.materials. Treaties were to be made with Indo-

. China and Thailand, rhese"were recognized as independent areas; as was
China, of course; under the Chinese puppet régime, The Philippines ‘and
Burma were granted their independence, They had already been promised

- independence and dates had been set. So Japan capitalized by giving them
their independénce almost immedistely, . AR e

-7 The successful combination of hundreds of millions of hard working

- people, working under the direction of the Japanese technicisns amd advis-
ers, would have made Japan, and possibly China to some extent, very power-
ful areas. Had the Japanese been able to continue this program, it is
‘very likely that the larger -industrial areas outside the Far Fast would
have found such severe competition that their sales in that .area would

'gyhgveybeen'vény,'very, smell.

.. Japan's economy in both peace and war was dependent upon foreign

sources of materials.’ For éxample, to maintain Japan's heavy industriese—
and we have all learned thet its iron and steel industry was of consider-
able stature-—it was found necessary or advisable to import 52 percent of
its iron ore and & percent of its coal. That may sound like a very small
percentage, but it was most important, because it was all coking coal,

. -Japan imported about 75 percent of its tungsten, 75 percent of its nickel,
" 75 percent of its petroleum products, and nearly 85 percent of its anti-
mony .. . The status of Japan's industry made it essentlal Yo have foreign
.gources of .raw materidls for industrial development. Its mge and suc-

* cessful cotton. textile industry was one hundred percent dependent upon

~ the importation of raw cotton. -

k {ﬂThéﬁeqtryrdf,Jépén‘intb the waf made 1t possible for Japan to consum~—

E mate its dream of a co-preésperity sphere at a much earlier date than had

.

" ‘been anticipated. But its.entry into the war was also the primsry cause

er:tpé%dgféat of the plan. T have mentloned thé minerals, They were all
~_iﬁfamplégsupplyignd.wbu1d~have“permitted'a.sdrt'of‘balanCed economy through~
“out the area. But.the distance, of most of these materials from Japan was
s0 great that it required s tremendous tonnage of - shipping to transport
them, " In'most of the ores. the metal content was smell. Except for tin,
there were no refineries in the South. The entire bauxite supply was from

B the South. Its far-flung battle fronts in the Pacifie were also to the

~South, Japen found it impossible to supply the tonnage that was necessary
- %o bring all these materials to Japan. I think that was one of the

.. reasong, probebly the most important reason, for the failure, if we set
~aside the war zctivity itself, of the co-prosperity sphere. Japan's tech-
- nicians were needed at home for war insustries and the common lator of the
orbit remained availablé only for agriculture. Processing capacity in the
. .oggregate was of some use, but its total contribution was relatively small.

. ”*”The:bankihg stfuctﬁre3and'cufréncy‘df'each‘of tHé areas were patterned
after the banking structure.and currency of Japan, The Benk of Japan was
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made the central banking institution of the area, .The currencies were all
converted in terms of yen. In most places one unit of the local cirrency
was made equal to one Japanese yen., Forelgn exchanges were t0 be estab-
lished in terms of the Japanese yen. Of course, that had been dame before
- the war insofar as China and Manchuria were concerned, Long before the
beginning of the war, it was necessary to transfer Chinese dollars in terms
of Japanese yen for forelgn trade purposes. ‘ :

It is not possible to say just what measure of success might have been
 achieved by Japan: had it been asble to function under favorsble circumstan—
ces. It must be admitted, I think, that if the Japsnese operations had not
been interrupted, they would have resulted in a somewhat higher standgrd of
living for the nztive populations of the Far East and an improvement in -
their general competence. . o : o .

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

The favorite theseis is that no ¢ountry without -2 stable‘govérnment;
sccess to resources, finencial support, and qualified menpower, can be
truly successful.. Will the substitution of government by Koreans for .-
Japanese, by Burmese for British, by Indo~Chinese for French, by . Indonesians
for Dutch, and, I will add, by Filipincs as - opposed to the checks and bal-
ances of the Americans, prove satisfactory?. Will these governments, when
. ‘and if fully esteblished, have the confidence of the industrizl nations,
- which alone ¢an supply the financial resources and the technical ability to
‘ increase the productivity, the native welfare, and the potential of these
areas of the Far East? How long will it be before military aggression and
guerrilla warfzre may cease throughout these areas? .We have seéen Indo-
. Chingz in turmuvil and ferment ever since the war, Its exports are now only
-about 10 percent . of what they were prewar. We know only too well the chsos
.that exists in Burma and China and that the Malayan situation is not im-

proving, There are other situstions of ‘which we have daily\cognizance in
'all our magazines and newspapers. Millions of people are starving, there
‘are nv materials in the large cities for processing, mining'iSusharply

-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 ares, 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 now
exists by virtue of gifts. The silk industry 1s no longer impeorbtant.

.. Tts shipping is negligible, The best of its fishing rreserves have been

~ lost. It does not have free access to the raw materials and markebs of
the world, the Atlantic Charter and the Yalta Proclamation notwithstanding.
Tts economic future is uncertain. :

6
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- There is another factor which may have a disturbing “inflience.on the -
economyof the area, particularly in Southeast Asia. That is the Chinese
population., Throughout the southeast region in particular the advance af,
the indigenous population has been held back by the contintious increase
of the Chinese, who have come into the area and fitted themselves into
" the intermediate occupations.. They have become the middle ¢lass, whereas
" ‘the ‘natives have remained the toilers.. Phey have in many cases been the

" intermediaries between the Europsens and the native populatinns, They
have -been the proprietors and the operators and the sales agents of the
milling facilities. for rice, flour, and.other commodities. They are
cwners and operators of small plantations, - '

" “These Chinese are reportedly ready.tc support any government that may
be;fﬁnétioniqg<in°China,proper° -Theéy may become a Chinese Amtorg of -the
Easty * They may funnel the resources and products they control to. support -
any attempt that may be made to establish a Soviet—gontrolled orbit in.. .
the Far East. Should. this prove true in any part of the Far East, the
econdmy of those spécific areas will be denied to'most of the world. and < -
will accrue to the military- leader, the provider, the one who presumably

“ will supply the defense, = -

If ‘we again briefly consider the strateglc materials and the situation .
that obtains in these Far Fastern sdurce areas, we ‘may better focus our. . -
future logistical problems. S T o

- Antiﬁdnyé~china;Haslbéen é-prin@ipal'SOurce, but a larger volume is
now available in N rth and South 4merica and can supply our requirements,

' Chromite—The Philippines have supplied us with as much as 20 percent
of ‘our imports since the war; but Cuba, Turkey, Rhodésia, and South Africa
‘may be-able to give ig.all that.we needy - S . g

’Tin‘%Méléya*and’Indpnésiavproduce-one«h&lf”bfmﬁhefworldis supply, and

we gecure more than 90 percent..of the requirements at this time from that
area. Although Bolivia and the Belgian Congo are becoming sources of tin
‘and eventually may be able to supply .us, we ‘should wish to continue our o
“'trade in these Far Hastern Areas for economic reasons if for nothing else. -

f”TUngSfenfﬁ‘RGCént'iﬁﬁorts in éohsiderable’quantity'hgvefbéeh rgééivedulaf?
from South America, ~ Africa, Spain, and :China, ~We- should like to continue
our trade with China, = , S e e
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Copra—aThe Philippines have been our primary source. Bven in 1949 we
bought as much as 400,000 tons from the Philippines, or approximately 96 .

percent of our imports.

In rubber I hardly need mention the importénce of InddheSié'éﬁd

Melaya, I will say, however, that the imports at this time are ruming -

about 76 percent of our requirements, whereas last year they were in

 excess, of 87 percent.

 What does this resume suggest to. us? W§ are in né.wise,déﬁéndéht N
upon Indo-China, Thailand, or Burma in the South, or tia any great extent

upen Japan, Korea, or China in the North.. Cur future tradejrelatibns'wiih
China are, to say the least, :obscure, However, just as the Soviet Union

" continued after the war and until 1949 bo ship to us large quantities of.

chromte and mangsnese, it is possille that we will centinue to receive

‘minerals and agricultural products from .China through SOviet,sources; s0

that Russia may profit from the dollar exchange that will accrue from our
purchases. But it is evident, I think, that the present situation is

‘such. that rather speedy action must be taken to insure access by.us to .

to this arees in the future, or that we mist look clsewheres, .. .

Tt is the remaining three countries in which we are m§sﬁ,intérésted—;
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 thad can so readily and succegsfully supply us with.

'l these maberials, It 4is fortunate that those areas are favorable to.

trade with us, and we presume that this trade will go-on unmolesteé for '
several years. Lo

. In the meantime we should be'iooking for new SOUrces., COlohel Kihg‘

_in his lecture on Africe has commented upon the economic development
plans for Africa. You have had your attention drawn to thHe ECA activ—
_ities in securing from those sreas strategic materials to -be plaged;inl

our stockpile.. Our Point *4 program is also appropriate.

Your future resource snd logistic studies will undbubtédly“ehable o
you to determihe-—remember, we have only been considering-—the true .

‘economic position of the Far Bast as it may be two, three, five, tem -
"years hence and what. action can be taken so that it will best serve..

itself and its best friends, among whom we number ourselves.
" QUESTION: Can you tell us just a little about ‘thé development of
the Philippines since the first of January 19462 - S P

‘MR, BUTTS: I am afraid that in the over-all there has not been much
constructive development. It is true that copra has been resumed 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 politiscal situation within the islands which is to blame,
- .The Filipinos 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 example, some of the old hemp areas which the
Jepanes¢ had developed so successfully are now going to weeds., Large
areas that have been operating under one leadership are being broken up.
and handed to individuals. In minerals, the profits seccured from the .
export of a hundred million tons of iron ore have ceaseds The Philippines -

- .are not in'a humor-at the moment to trade with dapan. So, while there has

. .been some stabilization, I dannot agree that there has been a great im-
';”p?pvgmaitip thegegpnomy;of'the'Philippines;, " ' f E
| . QUESTION: You say it is becsuse of the political tumoil in the
islands at. the present time, Doesn't the natursl laziness of the .
individual also. come in there as a big factor?. - '

‘MR, 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 are not-ambitious people. ‘Phey arc not skilled technicians,
They ‘do like to get along with as little as possible, They are not alone
in that in the Orient, But it 1s a characteristic. I would place only
part of. the blame on the characteristics of the people. I still maintain
that the fault is largely politieal. =~ . . N

_QUESTION: If you added up all the' money we have pub in the Philip-
pines directly and indirsctly ‘'since we first took them over and compared

that with what has come to the United States from the Philippines, which
way would the favorable balance be, would you say? L S

MR, BUTTS: In dollers and cents I ean't gquite answer the question, .
because I havé never mede the ‘tabulation, I would say thet wé have spent
more than we have received. On the other hand, I presume the commercial |
~interests that have sponsbred much of the money that has been spent in-‘the’

Philippinés have profited very handsomely over a period of years, but, as -
usual, at the expense of the taxpayers. : P

Tt is quite true: that colonics rarely are gold mines for the people
who initially endéavor to establish their progress and the attainment of
" a stabilized economy., It takes fifty or a hundred years before such an
area becomes profitable, unless an area is always a:deficit area and-is

maintained solely for strategic purposes.

QUESTIONt DS you think the national antagonism which the peoples of -
Southeast Asia have toward the Chinese will have any influénce on or will
be a fadtor,in‘the progress Of’gommunism:throdgh,phoge areas?, = .

MR, BUTTS: I am sorry to say,’i@belivé that there has not beeny nor
is there now, any established organization among the native populations
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or any action being taken to 'my knowledge to controvert the progress of
communism within their aress. The natives do not have the mental capacity,
‘or it will probably be better to say, the experience, to formulate plans,
either in the way of propaganda or otherwi¥e, to defeat the activities of
the Chinese Communists, o R o

The natives have been very unhappy about that situation, but Thailand
was the only country that did anything about it. It enacted laws prior to
the war, about 1939 and 1940, barring ownership. of many commercial concerns
by Chinese, and further restricting immigration. This did not obkain i
throughout the Far East or even in Southeast Asia as 2 uniwersal practice,
and the Chinese have become stronger and stronger. They are quite strong
in Melaya, 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,

We read every day that Burma is becoming more and more of a hot bed. I
think that undér the present situation communism cannct be containeds

QUESTION: How do you feel about Japan? You mentioned that if we had -
let  the Japanese alone, you feel that the Orient might possibly under the
comprosperity sphere have increased its general living conditions under
that theory of raw materials versus mamifacturing, I notice 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 sllowed to set up
this co~prosperity sphere and.doing just whati you -suggested might have

" peeured? . Of course, in suggesting thot possibility the only cbjection
T can see to it is thet 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 if we could contain the Japanese Government
withinreasoneble limits and not let it go on to world domination, as it
apparently was sét for under its 0ld theory, do you see in the future any
expanding Japan as & stabilizing influence in the Orient in fighting
toward getting rid of this Communistic element which has enslaved that
part of the world? S ‘ - . :

}¥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. The bitterness is stlll too great ‘among
some of the orientals. ‘ - e "

"The Japanes¢ seem to be fiore welcome than the Chinese throughout the
Orient as a wholé, but the Filipinos are very bitter toward the Japanese,
and the Indonesians continue bitter. The Japanese do not have the capacity,
and will not have the capacity for many years, to force commercial penetra-—
tion throughout the‘Fér Fast unless they have the support of e major POWET'.
It will require possibly tén years under the very best assistance that can
be rendered to again have industry capable of furnishing the amount of.
supplies 1t previously exported to the Far East. ' '
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That is one, of thc partlcular feilures, If you are to operate an orbit
successfully and take from other ereas their: raw maeterials, you must be in
“'d p051tion to 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 Jepan will be
able to’ agaln supply those areas v1th th01r ‘consumer goods. . <o

If the Unlted States should: say to Japanz e will give you a credit.

”‘oi one billion dollars for raw cotton and textile machlnﬂry, we will give

" you markets, ‘and use ‘our power and. prestige to permit you to enter those- .
markets," the period could be shortened, But not by much. I do not, have ‘

‘great hope for Japan, I don't want- that comment to indicate that'I. . .

think 1t is desirable that Japan. shall again be lord and master of . such a

large area; but even'in peaceful commercial pursults I would say “that it

' Wouid takc at least ten years, not any less,'

As fcr the second part of the question, the communlstic angle, I ;
doubt if Japan would desire to Joim with the United States.in an all-out
effort to defeat communism as such. Japan's future economic l1ife depends
on the Ormentq ‘It depends on eventual trade with China and with those "
other areas, If China should remain Communistic and °ventually secure. -
a government that would be fairly. stable, Japan would have to deal:with -
that government if it is to ﬂalntain =S balancsd ecomomlc llfc in the
future. . : : =

GENERAL "HOLMAN: - Leav1ng out any political impllCPtIOHS, where does
Australla flt into this economic plcture? o

MP, BUTTS' Austral:a has & veny small nlche in Far nastern , ‘
“economy, It is not.a large consumer -o6f the. manufactures of the Far East.
It is"an-exporter, rather, primarily of wool and of. wheat, Except for
its raw materlals shlpmants to. the Far East it is a rather'mlnor factor.

- lustralia is a Dart of “that, general area9 but 1t seems, for the
present at least, to be more interested in matters of rilitary: strategy
than economies in the: countries to the morth. "I ‘should .riot ‘omit mention
of Australian iron oré, This iron ore mey become a 1arge factrr 1n lat
fnyears in the" dcvelopmeht of the Easto - L

GENERAL HOLMAN: . My guestion had appllcatlon tn Australia in gonnec~
tion with the countries in the Far East. THey are very muéh interested
in expandlng their trade and in developing heavy 1ndusbry, 4n furnlshing
textiles, tiny and food: -supplies; and possibly in furnishing shipping
“services, Have you. anyﬁhing which 1ndlcates that this 31tuﬁtion has
'”"progressed tor anJ extent postwar? A

‘MR, BUTTS: Not to my kncwledge, except in the sales nf raw materialso
I think Australia is going to be under a sllgbt handicap in §0 far as
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- trade with the rest of the Orient is concernede You will remember that,
although the Australians were much more polite than we were in:the manner
of enforcing their immigration laws, they,. from the oriental point of
view, were just as cruel as we were., :

Another 1ike1y obstacle is that Australian costs of mamufacture will

"be far zbove the average purchasing power of the Far Eastern countries.
Se.far as textiles are concerned, any country in the world- can manufact-
ure textiles but can sell them only if the price is right, We grow our
own cotton and we can't sell our textiles in the world market., Great
Britain and Japan transport thelr cotton thoussnds and thousands of
mxles, both as raw materisl-and as textiles, and sell them freely., It
is not likely that Australla can compete with India and Japan.

Austrellan tin cannot now compete ‘with ‘the production of Southeast
Lsia., I believe that Japan's heavy industry, even now, is exporting
more of its producis to Far Eastern markets then is ﬁustralla, and the
margin will widen, 4s.for shipping serv1ces, I do not know what
Australia is contributing, but its services cannot normally compete
successfully with several of the muropean natlons or Japan,

QUESTION: will you comment on the enonomic aspects of the rdLationn ‘
ship between Russia and China as to whether or not Chlna may prove an
agset or a liability to the Russian economy?

" MR, BUTTS: That is rather in the realm of "I think so" or "I hope
so" or "It appears to be." But, if we judge the resulis of techniques
that have been used by the Soviets over a period of years, I would say
that we cannot brush aside the Soviet 1nf1uence in China,

1 believe that the Soviets will, for a.temporary period at least,
‘profit rather handsomely.from their incursicn into China. I commented
upon the fact that they might allow Chinese products to move to the

" western 1ndustr1ai nations; thereby increasing Ruggia's dollar exchange, g

" Thereuis no questlon that the Soviets are controlllng the trade of

" North China at this particular time, If we want Chinese bristles now,
we get them by courtesy of the Soviet Unmn° Thet is one bit of evidence -
of how they will proflit,

The Russians are certainly as well qualified as the Japanese, and
the Japanese secured a bonanze from the production of Manchuria, The
Japanese developed that area in a relatively short time. It is a
producer of foodstuffe, minerals, and forest products. Its iron and
steel industry is a base for numerous processing and manufdctuxlng
industries. Its economy both suprlements and complements that of
Eagtern Siberia and is a definite asset to the Saoviet Union. The Chlnese
will not profit,. : a
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CbLOVEL KING Mr, Butts, for the Commandan‘b and your audience I
t.hank you very much for a very interesting lectuee,

(23 May 1950—350)S
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