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Mr. T h o r s t e n  V. K a l i j a r v i ,  Deputy A s s i s t a n t  S e c r e t a r y  of State  
fo r  E c o n o m i c  Af fa i r s ,  was  b o r n  in G a r d n e r ,  M a s s a c h u s e t t s ,  22 D e c e m -  
b e r  1897. He r e c e i v e d  h i s  educa t i on  at C l a r k  U n i v e r s i t y ,  r e c e i v i n g  h i s  
B . A .  and M . A .  d e g r e e s  in 1920 and 1923, r e s p e c t i v e l y ;  he  a l so  s t u d i e d  
as  a C a r n e g i e  F e l l o w  at H a r v a r d ,  and r e c e i v e d  h i s  P h . D .  d e g r e e  in 
1935 f r o m  the U n i v e r s i t y  of B e r l i n .  He a l so  a t t e n d e d  Hague  A c a d e m y  
of I n t e r n a t i o n a l  Law and the Geneva  School  of I n t e r n a t i o n a l  S tud ies  d u r -  
ing the s u m m e r  of 1929. He was  with the U n i v e r s i t y  of New H a m p s h i r e  
f r o m  1923 to 1942, s e r v i n g  f i r s t  as  p r o f e s s o r  and then  as  head ,  D e p a r t -  
m e n t  of G o v e r n m e n t .  He s e r v e d  as  e x e c u t i v e  d i r e c t o r  wi th  the  New 
H a m p s h i r e  State  P l a n n i n g  and D e v e l o p m e n t  C o m m i s s i o n  f r o m  1942 to 
D e c e m b e r  1946. In J a n u a r y  1947 he c a m e  to W a s h i n g t o n  and s e r v e d  
both in  tile L i b r a r y  of C o n g r e s s  as a s p e c i a l i s t  in f o r e i g n  a f f a i r s  and 
wi th  the s taf f  of the Sena te  F o r e i g n  Af fa i r s  C o m m i t t e e  as  a c o n s u l t a n t  
un t i l  h i s  a p p o i n t m e n t  to h i s  p r e s e n t  pos t  with the State D e p a r t m e n t  on 
1 S e p t e m b e r  1953. Mr.  K a l i j a r v i  was  a l e c t u r e r  on h i s t o r y  and g o v e r n -  
m e n t  at A m e r i c a n  U n i v e r s i t y  f r o m  1947 to 1953 and is  p r e s e n t l y  a s s o -  
c i a t ed  with J o h n s  Hopk ins  U n i v e r s i t y  as  a l e c t u r e r .  He has  w r i t t e n  o r  
c o a u t h o r e d  s e v e r a l  books  on G o v e r n m e n t  and w o r l d  po l i t i c s  and is  a con -  
t r i b u t o r  to popu la r  and p r o f e s s i o n a l  j o u r n a l s  and n e w s p a p e r s .  He i s  a 
m e m b e r  of the A m e r i c a n  Soc ie ty  of I n t e r n a t i o n a l  Law, the A m e r i c a n  
P o l i t i c a l  Sc i ence  A s s o c i a t i o n ,  and the A m e r i c a n  A r b i t r a t i o n  A s s o c i a t i o n .  
This  is  h i s  f i r s t  l e c t u r e  at the I n d u s t r i a l  Co l l ege .  
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You n e e d  no r e m i n d e r  that  r e l a t i v e  e c o n o m i c  s t r e n g t h  i s  funda-  
m e n t a l  in the s t r u g g l e  b e t w e e n  the C o m m u n i s t  b~oc and the f r e e  wor ld .  
N e i t h e r  m o r a l e  no r  po l i t i c a l  s t ab i l i t y  nor  a f i r m  m i l i t a r y  p o s t u r e  can  
long be s u s t a i n e d  in i t s  a b s e n c e .  This  was  one of the c o m p e l l i n g  r e a -  
sons  fo r  the Uni t ed  Sta tes  e m b a r k i n g  upon the M a r s h a l l  P l a n  and r e l a t e d  
m e a s u r e s .  T h e s e  w e r e  d e s i g n e d  to a s s i s t  in r e h a b i l i t a t i n g  the  w a r - t o r n  
e c o n o m i e s  of c o u n t r i e s  which  we coun ted  as ou r  f r i e n d s .  And, as we 
now look ab road ,  we r e a l i z e  that  whi le  t h e s e  e f fo r t s  have  b e e n  s u c c e s s -  
ful, t h e r e  is  m u c h  ye t  that  n e e d s  to be done.  But  e c o n o m i c  s t r e n g t h  is  
not  the  so le  c o m p o n e n t  of na t iona l  power .  The e c o n o m i c  f a c t o r  is  only  
one d i m e n s i o n  of na t i ona l  and i n t e r n a t i o n a l  s t r e n g t h  and c o h e s i o n  in  the 
f r e e  wor ld .  Our  t a sk  today,  h o w e v e r ,  i s  to t r y  to p lace  the e c o n o m i c  
f a c t o r  in  the f r a m e w o r k  of the s u m  to ta l  of the f a c t o r s - - t e c h n o l o g i c a l ,  
m i l i t a r y ,  po l i t i ca l ,  p s y c h o l o g i c a l ,  cu l t u r a l ,  and so o n - - w h i c h  m u s t  be 
r e c k o n e d  wi th  in conduc t i ng  ou r  f o r e i g n  a f f a i r s .  

COMPARISON OF ECONOMIC POWER OF WEST 
WITH THAT OF SOVIET BLOC 

L e t  us r e t u r n  then  to the r e p o r t  p r e p a r e d  fo r  the  J o i n t  C o m m i t t e e .  
H e r e  a r e  s o m e  of i t s  c o n c l u s i o n s ,  which  we m a y  w e l l  k e e p  in mind .  They  
s e t  f o r th  in  t e r m s  e c o n o m i c  the r e l a t i v e  p o w e r  pos i t i on  of the f r e e  w o r l d  
as  c o m p a r e d  with the C o m m u n i s t - d o m i n a t e d  wor ld .  

1. In t e r m s  of b a s i c  e l e m e n t s  of e c o n o m i c  s t r e n g t h  such  as m a n -  
power ,  a g r i c u l t u r e ,  s t e e l  p roduc t ion ,  t r a n s p o r t a t i o n ,  and g e n e r a t i n g  
power ,  the p r e s e n t  e c o n o m i c  capac i t y  of w e s t e r n  E u r o p e ,  the Uni t ed  
S ta tes ,  and Canada  c o m b i n e d  is s i g n i f i c a n t l y  g r e a t e r  in abso lu t e  m a g n i -  
tudes ,  d i v e r s i t y ,  and f l ex ib i l i t y  than the c o m b i n e d  s t r e n g t h  of the Sovie t  
bloc.  

2. In the p e r i o d  1938-53 as a whole ,  the  na t i ona l  p r o d u c t  of the  
Un i t ed  S ta tes  i n c r e a s e d  about  t h r e e  t i m e s  as  r a p i d l y  as that  of F r e e  
E u r o p e ,  and a l m o s t  twice  as r a p i d l y  as that  of the Sovie t  Union.  To a 
c o n s i d e r a b l e  ex ten t ,  th i s  d i f f e r e n c e  r e f l e c t e d  the v a r y i n g  e f f ec t s  of W o r l d  
War  II. D u r i n g  the p o s t w a r  p e r i o d  b e t w e e n  1948 and 1953, the  n a t i o n a l  
p ro d u c t  of the Un i t ed  Sta tes  g r e w  not qui te  30 p e r c e n t  f a s t e r  than  that  of 
i n d e p e n d e n t  E u r o p e ,  but  s i gn i f i can t ly ,  o~,ly t w o - t h i r d s  as f a s t  as tha t  of 
the Sovie t  Union.  

3. An e x a m i n a t i o n  of the v a r i o u s  f a c t o r s  of p r o d u c t i o n  (g rowth  of 
l abo r  input,  a g r i c u l t u r e ,  hous ing ,  etc .  ) in the Un i t ed  S ta tes  and in  the  
Sovie t  Union  today,  g ives  s t r o n g  g rounds  fo r  e x p e c t i n g  that  the  a b s o l u t e  
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gap in  the s i z e  of the two e c o n o m i e s  w i l l  w i d e n  o v e r  the next  two d e c a d e s ,  
a l though  the r a t e  of g r o w t h  in  the Sovie t  Union  m i g h t  be s o m e w h a t  h i g h e r  
t han  the r a t e  of g r o w t h  in  the Un i t ed  S ta tes .  

4. E c o n o m i c a l l y ,  w e s t e r n  E u r o p e  has  b e e n  g r o w i n g  s o m e w h a t  
m o r e  s l o w l y  s i n c e  1938 ~han h a s  the Sovie t  Union,  a l though  the g r o w t h  
in  w e s t e r n  E u r o p e  h a s  b e e n  m o r e  r a p i d  than  tha t  in  the s a t e l l i t e  coun-  
t r i e s .  If  the  r a t e  of g r o w t h  in w e s t e r n  E u r o p e  is  not  to f a l l  e v e n  f a r t h e r  
b e h i n d  tha t  of the Sovie t  Union,  i t  i s  n e c e s s a r y  to e l i m i n a t e  c e r t a i n  
b o t t l e n e c k s  w h i c h  p e r p e t u a t e  the i n e f f i c i e n t  u s e  of l a b o r ,  c a p i t a l ,  and  
n a t u r a l  r e s o u r c e s .  

5. The  W e s t  ha s  t r e m e n d o u s  e c o n o m i c  p o w e r ,  w h e r e a s  the  Sov ie t  
b loc ,  t h r o u g h  p r o p a g a n d a ,  h a s  b e e n  h id ing  i ts  l e s s e r  e c o n o m i c  s t r e n g t h .  
It i s  in  the i n t e r e s t s  of the Uni t ed  S ta t e s  tha t  th is  be m a d e  known t h r o u g h -  
out  the w o r l d ,  p a r t i c u l a r l y  in  l e s s  d e v e l o p e d  a r e a s .  

6. S u p e r i o r i t y  in  e c o n o m i c  s t r e n g t h  and e c o n o m i c  g r o w t h  a r e  
d e s i r a b l e  ends  in t h e m s e l v e s ,  but  t hey  do not  a s s u r e  p o l i t i c a l  and  m i l i -  
t a r y  s e c u r i t y .  In  fac t ,  an  e c o n o m y  tha t  i s  a l r e a d y  l a r g e l y  m o b i l i z e d  
f o r  w a r  can  o p e r a t e  wi th  g r e a t  e f f e c t i v e n e s s ,  and for. s o m e  t i m e ,  a g a i n s t  
a c o n s i d e r a l J l y  s t r o n g e r  e c o n o m y  tha t  i s  not  so m o b i l i z e d .  F o r  th i s  r e a -  
son  the  Sovie t  b loc  can  b r i n g  i t s  fu l l  m i l i t a r y  s t r e n g t h  to b e a r  m o r e  r a p -  
i d ly  than  can  the West .  

T a k e n  as  a who le ,  t h e s e  c o n c l u s i o n s  show a v a s t  i n d u s t r i a l - p o t e n -  
t i a l  s u p e r i o r i t y  on the  s ide  of the W e s t  for  s o m e  y e a r s  to c o m e .  H o w e v -  
e r ,  w h i l e  we  m a y  d e r i v e  s o m e  c o m f o r t  f r o m  th i s  thought ,  l e t  m e  sound  
two w a r n i n g s ,  and  d i s p e l  any no t ions  of c o m p l a c e n c y .  

I N D U S T R I A L -  P O T E N T I A L  THEORY VERSUS 
F O R C E - I N - B E I N G  THEORY 

F i r s t ,  the  h y p o t h e s i s  on w h i c h  th i s  s u p e r i o r i t y  i s  bu i l t  i s  c u r r e n t l y  
u n d e r  f i r e .  The  v a l i d i t y  of the  i n d u s t r i a l - p o t e n t i a l  t h e o r y  of n a t i o n a l  
p o w e r  is  now b e i n g  c h a l l e n g e d .  You w i l l  r e c a l l  t ha t  th i s  t h e o r y  c a m e  to 
be u n d e r s t o o d  and a c c e p t e  d in  the  Un i t ed  S ta t e s  only  d u r i n g  W o r l d  W a r  
II. B e f o r e  tha t ,  as  a n a t i o n  we  had  b e e n  p r e t t y  w e l l  c o m m i t t e d ,  a c c o r d -  
ing  to s o m e  c o m p e t e n t  o b s e r v e r s ,  to a f o r c e - i n - b e i n g  t h e o r y ,  a l t h o u g h  
in a somewhat head-in-the-sand way, judging by our military unprepar- 
edness at the end of the 1930's. Now, however, under the impact of our 
dizzying technological advances, a case can certainly be made for urg- 
ing that the industrial-potential theory is itself obsolete and that the 
force-in-being theory should be back in vogue, because a successful 
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b r i s k  d a y ' s  w o r k  by t h e  S o v i e t  a i r  f o r c e  e m p l o y i n g  t h e r m o n u c l e a r  b o m b s  
m i g h t  b e  c a p a b l e  o f  s e n d i n g  t h i s  c o u n t r y  b a c k  to  t h e  I n d i a n s ,  a n d  i f  t h e  
U . S .  A i r  F o r c e  r e t u r n e d  t he  c o m p l i m e n t ,  R u s s i a  w o u l d  r e v e r t  t e c h n o l o g -  
i c a l l y  to  t h e  a g e  of  I v a n  t h e  T e r r i b l e .  (If  y o u  d e t e c t  a n o t e  of  l e v i t y  i t  i s  
o n l y  b e c a u s e  t h e  t h o u g h t  i s  r e a l l y  t o o  h o r r i b l e  to  c o n t e m p l a t e  s e r i o u s l y .  } 
I c a n ' t  h e l p  b u t  b e l i e v e  t h a t  t h e  f e l l o w s  in  t h e  K r e m l i n  s h a r e  t h i s  v i e w  of  
a b s o l u t e n e s s ,  y e t  u s e l e s s n e s s ,  of t h e r m o n u c l e a r  w a r f a r e ,  d e s p i t e  M o l o -  
t o y ' s  r e c e n t  r e m a r k s  to  t h e  e f f e c t  t h a t  w o r l d  c i v i l i z a t i o n  w o u l d  s u f f e r ,  
b u t  w h a t  w o u l d  be  d e s t r o y e d  w o u l d  b e  t h e  " r o t t e n  s o c i a l  s y s t e m  w i t h  i t s  
i m p e r i a l i s t  b a s e s  s a t u r a t e d  in  b l o o d - - t h a t  i s ,  c a p i t a l i s m .  " 

So ,  w e  s e e m  to h a v e  a r r i v e d  a t - - o r  w i l l  s h o r t l y - - w h a t  P r i m e  
M i n i s t e r  C h u r c h i l l  h a s  c a l l e d  " t h e  b a l a n c e  of t e r r o r .  " T h i s  m i g h t  b e  
r e g a r d e d  a s  t h e  m i d t w e n t i e t h  c e n t u r y  v e r s i o n  of  t h e  c l a s s i c a l  b a l a n c e  
of  p o w e r .  In  o n e  s e n s e  t h e  n e w  v e r s i o n  m a y  c o n c e i v a b l y  h o l d  a l i t t l e  
m o r e  p r o m i s e  f o r  m a n k i n d  t h a n  t h e  o l d  b a l a n c e  of  p o w e r  c o n c e p t .  T h a t  
i s  on  t h e  c h a n c e  t h a t  t h e  l i k e l i h o o d  of  a g e n e r a l  a t o m i c  a n d  t h e r m o n u c l e a r  
w a r  i s  r e d u c e d .  

I n  a n y  e v e n t ,  I w o u l d  g u e s s  t h a t  t h e  r e l a t i v e  v a l i d i t y  of  t h e  f o r c e -  
i n - b e i n g  a n d  i n d u s t r i a l - p o t e n t i a l  c o n c e p t s  c a n  be  d e b a t e d  e x t e n s i v e l y .  
I do  n o t  t h i n k  t h e  two  a r e  m u t u a l l y  e x c l u s i v e  a t  t h i s  p o i n t  i n  h i s t o r y .  
Q u i t e  o b v i o u s l y ,  w e  h a v e  t h e  g r e a t e s t  d e f e n s i v e  f o r c e - i n - b e i n g  t h a t  w e  
h a v e  e v e r  m a i n t a i n e d  in  t h e  a b s e n c e  of  a l l - o u t  s h o o t i n g  w a r .  Y e t  o u r  
d i p l o m a c y  i s  b a s e d  to a c o n s i d e r a b l e  e x t e n t ,  on  t h e  i n d u s t r i a l - p o t e n t i a l  
c o n c e p t .  

T h e  p o l i c i e s  w e  a r e  f o l l o w i n g  d e m a n d  a s t r a t e g y  of  c o a l i t i o n  p r e -  
c i s e l y  b e c a u s e  of  a l l  t h e  m a n y  e v e n t u a l i t i e s  w h i c h  t h e  " b a l a n c e  o f  t e r r o r "  
o r  t h e r m o n u c l e a r  a n d  a t o m i c  s t a l e m a t e  g i v e  r i s e  to  o r  m a k e  m o r e  l i k e l y ,  
o r  m o r e  i n t e n s i f i e d .  T h e s e  e v e n t u a l i t i e s  i n c l u d e  e c o n o m i c  w a r f a r e ,  
p s y c h o l o g i c a l  w a r f a r e ,  " s m a l l "  w a r s  a s  in  K o r e a  a n d  I n d o c h i n a ,  a n d  
i n t e r n a l  a n d  e x t e r n a l  s u b v e r s i o n ,  to  n a m e  a f e w .  T h e y  d o v e t a i l  w i t h  
w h a t  w e  h a v e  k n o w n  to  b e  C o m m u n i s t  s t r a t e g y  s i n c e  L e n i n  s p e l l e d  i t  o u t  
i n  1920 a n d  1921.  T h e  e s s e n c e  of  t h a t  d o c t r i n e  i s  t h a t  t h e  w o r l d  r e v o l u -  
t i o n  w i l l  be  c a r r i e d  o u t  t h r o u g h  i n d i r e c t  w a r f a r e  r a t h e r  t h a n  a h e a d - o n  
c l a s h  w i t h  t h e  c a p i t a l i s t  c o u n t r i e s .  H e r e  we  h a v e  a t y p e  of  c o n f l i c t  w h i c h  
i s  f a r  f r o m  o b s o l e t e .  A n d  o u r  c a p a c i t y  to  a c h i e v e  v i c t o r i e s  i n  t h i s  t h e a -  
t e r  of o p e r a t i o n s  i s  of  c r u c i a l  i m p o r t a n c e .  

4 
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This  b r i n g s  m e  to my  s e c o n d  w a r n i n g .  W e s t e r n  E u r o p e  is  f a l l i n g  
beh ind  the Sov ie t  Union  in i t s  r a t e  of e c o n o m i c  growth .  We have  no ted  
the  c o n c l u s i o n  in  the  r e p o r t  p r e p a r e d  for  the Jo in t  C o m m i t t e e  wi th  r e -  

s p e c t  to th i s  m a t t e r .  

W e s t e r n  E u r o p e  

I th ink  we can a l l  d raw s a t i s f a c t i o n  f r o m  the fac t  tha t  a l though  the 
U n i t e d  S ta tes  did not  r e c o g n i z e  the  e c o n o m i c  s t r u g g l e  b e i n g  w a g e d  by the 
K r e m l i n  fo r  wha t  i t  was  at f i r s t ,  we l e a r n e d  f a s t - - a n d  won s i g n i f i c a n t  
v i c t o r i e s .  T h e s e  have  b e e n  r e f l e c t e d  in  the t r e m e n d o u s  s t r i d e s  in  e c o -  
n o m i c  r e c o v e r y  and g rowth  t aken  by w e s t e r n  E u r o p e  s i n c e  1948. The 
M a r s h a l l  P l a n  was  a s u c c e s s - - i n  fact ,  a b r i l l i a n t  s u c c e s s  ! I th ink  i t  i s  
no e x a g g e r a t i o n  to say  tha t  the M a r s h a l l  P l a n  and r e l a t e d  p r o g r a m s  p l ayed  
an e s s e n t i a l  p a r t  in c u r d i n g  the s p r e a d  of c o m m u n i s m  in F r a n c e  and I ta ly  
at a t i m e  w h e n  C o m m u n i s t  d o m i n a t i o n  was  a d i s t i n c t  p o s s i b i l i t y .  But  
e v e n  m o r e  than  that ,  w e s t e r n  E u r o p e  has  b e e n  able  to r e c o v e r  and m o v e  
a h e a d  economical l~r  to the point  w h e r e  i t  now s u p p o r t s  m i l i t a r y  s t r e n g t h  

w h i c h  s u r e l y  m u s t  give the K r e m l i n  pause .  

But,  as  I s a id  b e f o r e ,  the c h a l l e n g e  i s  f a r  f r o m  o v e r .  M o r e  n e e d s  
to be done.  W e s t e r n  E u r o p e  n e e d s  f u r t h e r  s t i m u l a t i o n  if i t  i s  to avo id  
the  d a n g e r  of b e i n g  i n d u s t r i a l l y  o v e r s h a d o w e d .  The Un i t ed  S ta tes  m u s t  
con t inue  to f o s t e r  c l o s e r  po l i t i ca l ,  e c o n o m i c  and m i l i t a r y  i n t e g r a t i o n  in  
w e s t e r n  E u r o p e  in o r d e r  to deve lop  m o r e  fu l ly  the p o t e n t i a l  s t r e n g t h  of 

i t s  h u m a n  and m a t e r i a l  r e s o u r c e s .  

This  is  the  a i m  of ou r  f o r e i g n  pol icy .  This  i s  the  p u r p o s e  of ou r  
l e a d e r s h i p  and c o n t r i b u t i o n s  in  NATO, of our  a f f i r m a t i v e  s u p p o r t  of the 
Coa l  and S t ee l  C o m m u n i t y ,  of ou r  p r o d u c t i v i t y  a s s i s t a n c e ,  of ou r  e f f o r t s  
to e l i m i n a t e  n a t i o n a l  t r a d e  and p a y m e n t  b a r r i e r s .  And h e r e  I would  l ike  
to say  tha t  f u r t h e r  ga ins  f r o m  t h e s e  and o t h e r  s i m i l a r  m e a s u r e s  w i l l  
depend  h e a v i l y  on the  e x a m p l e  we o u r s e l v e s  se t .  But  m o r e  of tha t  in  

j u s t  a m o m e n t .  

The  L e s s  D e v e l o p e d  A r e a s  

In  the  r e s t  of the  n o n - C o m m u n i s t  w o r l d ,  if we  exc lude  the  U n i t e d  
S ta t e s ,  Canada ,  and  Japan ,  the  e c o n o m i c  p i c t u r e  is  b leak .  T h e r e  the 
e c o n o m i c  g rowth  p r o c e s s  has  b a r e l y  begun ,  p a r t i c u l a r l y  in  As ia .  T h e r e  



is  e c o n o m i c  s t a g n a t i o n  at an a b y s m a l l y  low leve l ,  a c c o m p a n i e d  by a t r e -  
m e n d o u s  u p s u r g e  of a s p i r a t i o n s  and p r e s s u r e s  f o r  f u n d a m e n t a l  c h a n g e s  
in the p a t t e r n  of l i fe  which  cannot  be a c c o m o d a t e d  u n l e s s  m o r e  r a p i d  e c o -  
n o m i c  d e v e l o p m e n t  t akes  p lace .  Unfo r tuna t e ly ,  the  f i n a n c i a l  r e s o u r c e s  
and s k i l l s  r e q u i r e d  fo r  such  d e v e l o p m e n t  a r e  of ten  lack ing .  E v e n  if  
g r e a t l y  i n c r e a s e d  e x t e r n a l  a s s i s t a n c e  w e r e  to be f o r t h c o m i n g ,  any  m a r k e d  
e c o n o m i c  i m p r o v e m e n t  could  only be s u s t a i n e d  by l i m i t i n g  the r i s e  in  
i m m e d i a t e  c o n s u m p t i o n .  

The p r o m i s e  of e c o n o m i c  i m p r o v e m e n t  is  be ing  u s e d  as  a m e a n s  to 
he lp  m e e t  the c h a l l e n g e  of e m e r g i n g  a s p i r a t i o n s .  But  we shou ld  not  f o r -  
get  that  it can  fu l f i l l  t h e s e  a s p i r a t i o n s  only  if  i t  i s  a c c o m p a n i e d  by c o r r e -  
spond ing  c h a n g e s  in the d i s t r i b u t i o n  of p o l i t i c a l  power ,  in s o c i a l  v a l u e s ,  
and in g o v e r n m e n t a l  e f f i c i ency .  If t h e s e  a s p i r a t i o n s  con t inue  to be 
l a r g e l y  f r u s t r a t e d ,  I canno t  s e e  how we can  avoid  the l o n g - t e r m  t r e n d  
in m o s t  p a r t s  of the l e s s - d e v e l o p e d  w o r l d  t o w a r d  e x t r e m i s m  and v i o l e n c e .  

T h e r e  a r e ,  as you know, in  the  l e s s - d e v e l o p e d  c o u n t r i e s ,  s i g n i f -  
i can t  r e g i o n a l  v a r i a t i o n s  in the p a t t e r n  d e s c r i b e d  above.  

The d a n g e r s  a r i s i n g  out of e c o n o m i c  f r u s t r a t i o n  a r e  p e r h a p s  the 
g r e a t e s t  and m o s t  i m m e d i a t e  p o l i t i c a l l y  in  South and S o u t h e a s t  As ia ,  
w h e r e  the  p r e s s u r e ,  i n f l uence ,  and a p p a r e n t  a t t r a c t i o n s  of C o m m u n i s t  
China  a r e  power fu l .  

Latin America has been experiencing very rapid economic growth 
since World War If, but living standards are still low. Threats of ex- 
tremism do not arise so much from pressure for even more rapid growth 
as they do from social changes and inflation resulting from present rates 
of growth and from lagging development in a fewcountries. 

RECAPITULATION: SITUATION IN TERMS OF STRUGGLE 
FOR ADHERENCE OF UNCOMMITTED PEOPLES 

L e t  us  r e c a p i t u l a t e  at th i s  point. We f ind the e x i s t i n g  s i t u a t i o n  to 
be one in which  the  e c o n o m i c  p o w e r  of the  Wes t  is  f a r  g r e a t e r  than that  
of the Sovie t  b loc  i n c l u d i n g  C o m m u n i s t  China .  A v a s t  a r e a  in  A s i a  and 
A f r i c a  i s  i n h a b i t e d  by s e i n e  b i l l i on  peop le  who a r e  u n c o m m i t t e d  to e i t h e r  
p o w e r  bloc  and w h o s e  e c o n o m i c  and s o c i a l  a s p i r a t i o n s  and n a s c e n t  na -  
t i o n a l i s m  r e n d e r  t h e m  s u s c e p t i b l e  to a good s e l l i n g  job. T h e r e  i s  no 
d e n y in g  that  the  Sovie t  b loc  ha s  s e e n  th is  oppo r tun i t y  and has  done a 
good s e l l i n g  job. Not only  has  it  s u c c e s s f u l l y  h i d d e n  i t s  l e s s e r  e c o n o m -  
ic s t r e n g t h  t h rough  p ropaganda ,  but  i t  has  m a i n t a i n e d  the l e s s e r  s t r e n g t h  
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in  a m o b i l i z e d  s t a t e  t h e r e b y  o f f s e t t i ng  the  f a r  g r e a t e r  p o t e n t i a l  s t r e n g t h  
of the  W e s t ,  in  a m i l i t a r y  s e n s e .  Thus  we w i t n e s s  the  p a r a d o x  of a 
na t ion ,  the  Sovie t  Union ,  w h i c h  can  equa l  o r  a p p r o x i m a t e  the b e s t  in 
j e t  p lane  p r o d u c t i o n  but  w h i c h  canno t  p r o v i d e  i t s  peop le  wi th  m o d e r n  
p lumbing .  And to l a b o r  the  p a r a d o x ,  i s n ' t  i t  a p i ty  tha t  the i n a r t i c u l a t e  
m a s s e s  of A s i a  who  a r e  g r o p i n g  fo r  the  b e t t e r  th ings  in t h i s  l i fe  can  be 
t a k e n  in  by the  Sov i e t  j e t s  ? 

S P E C I F I C  O B J E C T I V E S  OF U N I T E D  STATES F O R E I G N  P O L I C Y  

In th i s  s i t u a t i o n ,  wha t  a r e  the s p e c i f i c  o b j e c t i v e s  of o u r  f o r e i g n  
p o l i c y  ? F o r  the  purpose.q of t h i s  d i s c u s s i o n  I think t h e y  m a y  be s t a t e d  
b r o a d l y  as  fo l l ows :  

I .  To ga in  the a d h e r e n c e  to f r e e  w o r l d  i d e a l s  of t h o s e  p e o p l e s  
who a r e  u n c o m m i t t e d  in  the  w o r l d w i d e  s t r u g g l e  b e t w e e n  the f o r c e s  of 
f r e e d o m  and  c o m m u n i s m .  

2. To c o n t i n u e  to bu i ld  the  s t r e n g t h  of the f r e e  w o r l d  so tha t  i t s  
i d e a l s  c a n  be  d e f e n d e d  and  u l t i m a t e l y  p r e v a i l ,  as  I a m  con f iden t  t hey  
wi l l .  

3. To avo id  m a k i n g  any  s i g n i f i c a n t  c o n t r i b u t i o n  to the  t o t a l  p o w e r  
of the Sov ie t  b loc .  

Th i s  adds  up to a H e r c u l e a n  t a sk .  At t i m e s  i t  c a l l s  f o r  the  w i s d o m  
of So lomon ,  at  o t h e r  t i m e s  f o r  the  p a t i e n c e  of Job:  i d e a l s  w h i c h  we l e s s e r  
h u m a n s  c a n  on ly  hope  to a p p r o x i m a t e .  We m u s t  be  c o n s i s t e n t ,  m a k e  
s e n s e  a t  a l l  t i m e s ,  and  s t r i v e  f o r  not  m o r e  than  the a t t a i n a b l e .  We can-- 
not  a f f o r d  to be  v a c i l l a t i n g  o r  c a p r i c i o u s ,  o r  pe tu lan t .  And p r e c i s e l y  
b e c a u s e  no a c t i o n  we cou ld  t ake  wou ld  m a k e  i t  p o s s i b l e  to a c h i e v e  the  
u n a t t a i n a b l e  a s p i r a t i o n s  of o u r  a l l i e s  and o t h e r  n o n - C o m m u n i s t  c o u n t r i e s ,  
we  n e e d  to be  c a r e f u l  in wha t  we  s e t  out  to do. 

THE ECONOMIC D E F E N S E  PROGRAM 

One f o r m  w h i c h  o u r - e f f o r t s  t ake  in  the  p u r s u i t  of the f o r e g o i n g  
o b j e c t i v e s  i s  the  s o - c a l l e d  e c o n o m i c  d e f e n s e  p r o g r a m .  Th i s  p r o g r a m ,  
we  and  o t h e r  n a t i o n s  of the  f r e e  w o r l d  h a v e  d e v e l o p e d  to go h a n d  in h a n d  
wi th  o u r  m i l i t a r y  d e f e n s e .  The  goa l  h a s  b e e n  to c o n t r i b u t e  to the  i n -  
c r e a s e  of the  t o t a l  s t r e n g t h  of the f r e e  n a t i o n s  r e l a t i v e  to tha t  of the  
Sov ie t  b loc .  The  m e t h o d  of i m p l e m e n t a t i o n  is  i d e n t i f i e d  in  the  pub l ic  
m i n d  a l m o s t  e x c l u s i v e l y  wi th  the  d e n i a l  of s t r a t e g i c  goods  to the  b loc .  



( " S t r a t e g i c ,  " i n c i d e n t a l l y ,  is  a r e l a t i v e  t e r m  m e a n i n g  goods  w h i c h  m a k e  
a s i g n i f i c a n t  c o n t r i b u t i o n  to w a r m a k i n g  p o w e r .  I t  is  not  a l w a y s  e a s y  to 
a r r i v e  at  a j u d g m e n t  as  to w h e t h e r  a g iven  c o m m o d i t y  is  " s t r a t e g i c ,  " 
and  if  so,  how s t r a t e g i c .  ) 

But  the  p r o g r a m  is  m u c h  b r o a d e r  and m u c h  m o r e  compLica t ed  
than  that .  F o r  e x a m p l e ,  a n o t h e r  i m p o r t a n t  e c o n o m i c  d e f e n s e  o b j e c t i v e  
is  to l e s s e n ,  o r  p r e v e n t  the g rowth  of, s i g n i f i c a n t  d e p e n d e n c e  by f r e e  
w o r l d  c o u n t r i e s  on t r a d e  wi th  the b loc .  O v e r  the  l o n g - r u n ,  the m a j o r  
r e t u r n s  t o w a r d  th i s  o b j e c t i v e  a r e  apt  to a c c r u e  not  so  m u c h  f r o m  "eco~ 
n o m i c  d e f e n s e "  m e a s u r e s  as  such ,  but r a t h e r  f r o m  w h a t e v e r  p r o g r e s s  
i s  a c h i e v e d  in o u r  o t h e r ,  b r o a d e r  p r o g r a m s  d i r e c t e d  to s o l v i n g  s o m e  of 
the mo~e  b a s i c  e c o n o m i c  p r o b l e m s  of the f r e e  w o r l d .  

E c o n o m i c  D e f e n s e  V e r s u s  E c o n o m i c  W a r f a r e  

You w i l l  no t i c e  tha t  I h a v e  u s e d  the t e r m  " e c o n o m i c  d e f e n s e "  r a t h -  
e r  t han  " e c o n o m i c  w a r f a r e .  " I have  done so a d v i s e d l y .  E c o n o m i c  De-  
f e n s e  is  not  m e r e l y  a sof t  p h r a s e  f o r  e c o n o m i c  w a r f a r e .  N e i t h e r  i s  i t  
a c o n c e p t  of s o f t n e s s  o r  p a s s i v e n e s s  w h i c h  a c c e p t s  the  p r o p o s i t i o n  tha t  
the i n i t i a t i v e  i n v a r i a b l y  r e s t s  wiLh the o p p o s i n g  s ide .  The t e r m  e c o -  
n o m i c  d e f e n s e  m a y  not be  the m o s t  a c c u r a t e  o r  d e s c r i p t i v e  l a b e l  f o r  
wha t  i s  i n v o l v e d  in the p r o g r a m ,  but  I canno t  co in  a b e t t e r  one .  Suf f ice  
i t  to s a y  tha t  to m e  " d e f e n s e "  s e e m s  to d e s c r i b e  the p r o g r a m  b e t t e r  
than  " w a r f a r e ,  " and does  r e p r e s e n t  a d i s t i n c t  concep t .  I t  i s  a i m e d  a t  
m o r e  p r e c i s e  and m o r e  l i m i t e d  o b j e c t i v e s .  It i n v o l v e s  an e n t i r e l y  dif -  
f e r e n t  m e t h o d  of e x e c u t i o n .  It  i s  c a r r i e d  out  i n t e r n a t i o n a l l y  in  a d i f f e r -  
en t  p o l i t i c a l  and  m i l i t a r y  con tex t .  F o r  i n s t a n c e ,  w h i l e  o u r  a l l i e s  h a v e  
b e e n  w i l l i n g  to a c c e p t  m e a s u r e s  i m m e d i a t e l y  o r  p r o x i m a t e l y  r e l a t e d  to 
the Sovie t  b loc  w a r  po ten t i a l ,  t hey  wou ld  not  be  w i l l i n g  to a c c e p t  m e a s -  
u r e s  d i r e c t e d  a g a i n s t  the  g e n e r a l  e c o n o m i c  w e l l - b e i n g  of the  Sov ie t  b loc  
popu la t i ons .  

Now, t h e r e  a r e  s o m e  who would  u r g e  tha t  we  abandon  o u r  p r e s e n t  
p o l i c i e s  of e c o n o m i c  d e f e n s e  and e n g a g e  in  e c o n o m i c  w a r f a r e  wi th  the  
Sov ie t  b loc ,  cu t t i ng  off a l l  e c o n o m i c  d e a l i n g s  b e t w e e n  E a s t  and W e s t .  
T h i s ,  to m y  w a y  of th ink ing ,  wou ld  be  u n n e c e s s a r y ,  and  h i g h l y  u n d e s i r -  
ab le  in  the  Light of the i n t e r n a t i o n a l  p o l i t i c a l  r e a l i t i e s  wi th  w h i c h  we h a v e  
to con tend .  Such a c o u r s e  of a c t i o n  would  invo lve  the r i s k  of p r e c i p i t a t -  
ing  the  g e n e r a l  w a r  we w i s h  to avoid;  would  g r a v e l y  t h r e a t e n . t h e  p o l i t i c a l  
and  m i l i t a r y  a l l i a n c e s  wi th in  the  f r e e  w o r l d ;  and  m i g h t  e v e n  be m o r e  
d a m a g i n g  e c o n o m i c a l l y  to c e r t a i n  c o u n t r i e s  of the f r e e  w o r l d  than  i t  



w o u l d  to the  Sov ie t  b loc .  The s e l e c t i v e  a p p r o a c h  e m b o d i e d  in the e c o -  
n o m i c  d e f e n s e  p r o g r a m  w h i c h  w e  have  e v o l v e d  wi th  o u r  a l l i e s  i s  d e e m e d  
a d e q u a t e  to s a f e g u a r d  ou r  e s s e n t i a l  s e c u r i t y  i n t e r e s t s  in e c o n o m i c  d e a l -  
i ngs  wi th  the  Sovie t  b loc .  Th i s  p r o g r a m  is  d e p e n d e n t  f o r  i t s  e f f e c t i v e -  
n e s s  upon  the  a c t i v e  and  s i n c e r e  c o o p e r a t i o n  of o u r  p r i n c i p a l  a l l i e s .  
We c a n n o t  a c h i e v e  o u r  o b j e c t i v e s  u n d e r  th is  p r o g r a m  e i t h e r  by u n i l a t e r a l  
a c t i o n  o r  by the a p p l i c a t i o n  of c o e r c i o n  upon o u r  a l l i e s .  If we  w e r e  to 
p r e s s  o u r  o t h e r  s o v e r e i g n  p a r t n e r s  in th i s  e f fo r t  f u r t h e r  than t hey  f e e l  
t h e y  c a n  f r e e l y  go, we wou ld  put the who le  s e c u r i t y  t r a d e  c o n t r o l  s y s t e m  
in  j e o p a r d y .  F i n a l l y ,  t h e r e  i s  beyond  the r e l a t i v e l y  n a r r o w  f i e ld  of e c o -  
n o m i c  d e f e n s e  the w i d e r  and m o r e  f u n d a m e n t a l  o b j e c t i v e  of un i ty  a m o n g  
the f r e e  n a t i o n s  wh ich  i t  i s  i n  o u r  h i g h e s t  s e c u r i t y  i n t e r e s t s  to f o s t e r  
and  p r e s e r v e .  

E c o n o m i c  w a r f a r e  is  a r e l a t i v e l y  s i m p l e  concep t .  I t s  b a s i c  o b j e c -  
t ive  i s  the  a b s o l u t e  r e d u c t i o n  of e n e m y  s t r e n g t h  b y  deny ing  h i m  a c c e s s  
to o u t s i d e  e c o n o m i c  r e s o u r c e s  of e v e r y  kind.  I t s  m e t h o d  of o p e r a t i o n  i s  
t o t a l  e m b a r g o ,  m a i n l y  e n f o r c e d  by n a v a l  b l o c k a d e ,  but  s u p p l e m e n t e d  by 
c o l l a t e r a l  m e a s u r e s  s u c h  as  p r e c l u s i v e  buy ing ,  b l a c k l i s t i n g ,  and  f i n a n -  
c i a l  c o n t r o l s .  O t h e r  m e a s u r e s  of e c o n o m i c  w a r f a r e  i n c l u d e  the fo l l ow-  
ing  in t h e i r  e x t r e m e  f o r m s :  e x p o r t  c o n t r o l s ,  i m p o r t  c o n t r o l s ,  t r a n s -  
p o r t a t i o n  c o n t r o l s ,  t r a n s i t  t r a d e  c o n t r o l s ,  and c o m m u n i c a t i o n s  c o n t r o l s .  
Al l  of t h e s e  can  be f u r t h e r  s u b d i v i d e d :  t r a n s p o r t a t i o n  c o n t r o l s ,  f o r  in -  
s t a n c e ,  in to  s h i p p i n g  and a i r c r a f t  c o n t r o l s ,  c l o s i n g  of r a i l r o a d s  and  
h i g h w a y s ,  c l o s i n g  of i n t e r n a t i o n a l  c a n a l s  and o t h e r  w a t e r w a y s ,  d e n i a l  
of po r t ,  r e p a i r  a n d ' b u n k e r i n g  f a c i l i t i e s ,  and so on. O r  f i n a n c i a l  c o n t r o l s  
m i g h t  be  b r o k e n  down in to  m e a s u r e s  p r o h i b i t i n g  t r a n s f e r s  of funds ,  s t e r -  
i l i z i n g  gold ,  b l o c k i n g  e x t e r n a l  a s s e t s ,  e t  c e t e r a .  

The  c a r r y i n g  out  of e c o n o m i c  w a r f a r e  by a n u m b e r  of a l l i e d  n a t i o n s  
r e q u i r e s  the  h i g h e s t  d e g r e e  of p o l i t i c a l  un i ty  a m o n g  t h e m ,  so h igh ,  in  
f ac t ,  tha t  i t  i s  r a r e l y  a c h i e v e d  e x c e p t  d u r i n g  an  a l l - o u t  s h o o t i n g  w a r .  
The  l i m i t a t i o n s  of e c o n o m i c  w a r f a r e  a r e  of ten  u n d e r e s t i m a t e d ,  by the  
way .  E v e n  if we  w e r e  to a s s u m e  tha t  a l l  of o u r  f r e e  w o r l d  p a r t n e r s  on 
w h o s e  a d h e r e n c e  we s e t  s t o r e  wou ld  jo in  us  in  a f u l l - s c a l e  e m b a r g o  of 
the USSR, the  e c o n o m i c  i m p a c t  on i t  wou ld  be  l e s s  i m p r e s s i v e  than  i s  
s o m e t i m e s  a s s u m e d .  

- - L i m i t a t i o n s  of E c o n o m i c  W a r f a r e -  - 

I ho ld  th i s  v iew b e c a u s e ,  in  t e r m s  of r e l a t i v e  e c o n o m i c  m a g n i -  
t u d e s ,  f o r e i g n  t r a d e  p l a y s  a m i n o r  r o l e  in  the  bu i ldup  of Sov ie t  b loc  
s t r e n g t h .  At the p r e s e n t  t i m e ,  t r a d e  b e t w e e n  the f r e e  w o r l d  and  the 
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entire Soviet bloc is e~timated to amount to about one-half of I percent 
of the bloc's total gross national product. That is, one-half of 1 per- 
cent of all the goods and services produced in the bloc in any given year. 
In dollar figures, free world exports to the Soviet bloc, ineluding Com- 
munist China, in 1953 amounted to about $i. 4 billion; Soviet bloc exports 
to the West were about $i. 6 billion. By way of comparison, the United 
States itself exported about $16 billion in 1953 ($15 billion in 1954) to all 
countries, and imported about $11 billion ($i0 billion in 1954). Our ex- 
ports, although large in absolute terms and, indeed, exceeding the 
amount spent on our booming residential eonstruction ($13 billion in 1954), 
constitute about 5 percent of the national income. These figures give 
some idea of the relatively limited exchange of goods between the free 
world and the Soviet bloc. 

M o r e o v e r ,  a s  l o n g  a s  t h e  S o v i e t  b l o c  m a i n t a i n s  i t s  p r e s e n t  p o l i t i -  
c a l  o r i e n t a t i o n  a n d  t o t a l i t a r i a n  o r g a n i z a t i o n ,  i t  w i l l  n o t  a l l o w  i t s e l f  to  
b e c o m e  too  d e p e n d e n t  o n  t r a d e  w i t h  t h e  f r e e  w o r l d .  T h e  S o v i e t  b l o c ' s  
o b j e c t i v e  i s  to  a c h i e v e  " i n d e p e n d e n c e  of  t h e  n e e d  to  i m p o r t "  o r ,  s t a t e d  
a n o t h e r  w a y ,  i n v u l n e r a b i l i t y  to  o u t s i d e  p r e s s u r e .  A c c o r d i n g l y ,  b y  a n d  
l a r g e ,  i t s  m i l i t a r y  a n d  i n d u s t r i a l  m a c h i n e  w i l l  be  b u i l t  a n d  m a i n t a i n e d  
on  i t s  o w n  r e s o u r c e s .  I t  c a n  a c h i e v e  t h i s  a i m  b e c a u s e  i t  h a s  a b u n d a n t  
n a t u r a l  r e s o u r c e s ,  a n d  i t  i s  a b l e  to  s h i f t  i t s  p r o d u c t i v e  f a c i l i t i e s  a n d  
m a n p o w e r ,  w i t h i n  l i m i t s ,  of  c o u r s e ,  b u t  i n  a w a y  t h a t  i s  s o m e t i m e s  
b r u t a l l y  u n i n h i b i t e d .  

On  t h e  o t h e r  h a n d ,  t h e  low t o t a l  l e v e l  of  t h e  S o v i e t  b l o c ' s  i m p o r t s  
f r o m  t h e  W e s t  t e n d s  to  u n d e r s t a t e  t h e  r e l a t i v e  i m p o r t a n c e  of  t h e  p r o d -  
u c t s  w h i c h  t h e  b l o c  h a s  o b t a i n e d .  T h e  i n g r e d i e n t  f o r  i n d u s t r i a l  g r o w t h  
w h i c h  t h e  S o v i e t  b l o c  s e e m s  m o s t  to  h a v e  l a c k e d  in  t h e  p a s t  h a s  b e e n  
m e c h a n i c a l  a n d  e n g i n e e r i n g  s k i l l s .  T h e s e  s k i l l s  a r e  e m b o d i e d  i n  t h e  
g o o d s  t h e  S o v i e t  b l o c  h a s  b e e n  m o s t  a n x i o u s  to  o b t a i n - - m a c h i n e r y ,  m a -  
c h i n e  t o o l s ,  a n d  t h e  l i k e .  T h e  S o v i e t  b l o c  a l s o  h a s  l a c k e d  c o p p e r ,  n a t -  
u r a l  r u b b e r ,  a n d  i n d u s t r i a l  d i a m o n d s .  L i m i t a t i o n s  o n  t h e  e x p o r t  o f  
t h e s e  t o o l s  a n d  m a t e r i a l s  p r o b a b l y  h a v e  s l o w e d  u p  t h e  i n d u s t r i a l  g r o w t h  
of  t h e  S o v i e t  b l o c  to  a m o d e s t  e x t e n t  d u r i n g  t h e  p a s t  f e w  y e a r s ,  a n d  t h i s  
i s  t h e  r e a s o n  w h y  w e  c o n t i n u e  to w o r k  h a r d  o n  th.e p r o g r a m .  B u t  i t  i s  
d o u b t f u l  t h a t  t h e s e  m e a s u r e s  h a v e ,  o r  e v e r  c o u l d ,  r e a l l y  h u r t  t h e  o v e r -  
a l l  S o v i e t  b l o c  e c o n o m y  i n  a n y  v i t a l  w a y .  

- - T h e  S u b t l e t y  o f  E c o n o m i c  D e f e n s e - -  

E c o n o m i c  d e f e n s e  i s  a m u c h  m o r e  s u b t l e  a n d  c o m p l e x  i d e a  t h a n  
e c o n o m i c  w a r f a r e .  T h e  o b j e c t i v e s  a r e  r e l a t i v e  r a t h e r  t h a n  a b s o l u t e .  
T h e  b r o a d  p o l i t i c a l  p u r p o s e  i s  n o t  to  p r o s e c u t e  a p r e s e n t  w a r  s u c c e s s f u l l y ,  
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but  to p r e v e n t  a g e n e r a l ,  a l l - o u t  shoo t ing  war .  The e c o n o m i c  p u r p o s e  
is  t o  deve lop  the m i l i t a r y  and e c o n o m i c  s t r e n g t h  a m o n g  the a l l i e s  r e l a -  
t i ve  to that  of the p o t e n t i a l  e n e m y .  Thus  e c o n o m i c  m e a s u r e s  which  w e a k -  
en the  Sovie t  b loc  abso lu t e ly ,  but  wh ich  w e a k e n  the  a l l i e s  m o r e  than  they  
do the b loc ,  a r e  not  e f f ec t ive  fo r  e c o n o m i c  d e f e n s e .  The p o l i t i c a l  c o h e -  
s ion  a m o n g  a l l i e s  f o r g e d  in  the h e a t  of ac tua l  w a r  is  not  a v a i l a b l e  fo r  the  
e x e c u t i o n  and e n f o r c e m e n t  of e c o n o m i c  d e f e n s e  o p e r a t i o n s .  E n f o r c e m e n t  
r e s t s  not  on nava l  b lockade ,  but  on the expor t ,  sh ipping ,  t r a n s i t ,  and 
t r a n s a c t i o n  c o n t r o l s  of the  i nd iv idua l  g o v e r n m e n t s  c o n c e r n e d ,  and the  
e f f i c i e n c y  of t h e i r  i n t e l l i g e n c e  s e r v i c e s .  D ip lomacy ,  a c c o r d i n g l y ,  p lays  
a m u c h  m o r e  p r e d o m i n a n t  r o l e  in e c o n o m i c  d e f e n s e  than  in  e c o n o m i c  

w a r f a r e .  

L e t  us  put i t  a n o t h e r  way.  The conduct  of e c o n o m i c  d e f e n s e  p l a c e s  
on us  the  s a m e  d e m a n d s  of c a r e ,  t ac t ,  c o n s i s t e n c y ,  ye t  f l ex ib i l i t y ,  wh ich  
m u s t  c h a r a c t e r i z e  a l l  of our  e f fo r t s  in  the  f o r e i g n  po l i cy  f ie ld .  And we 
m u s t  not  b e c o m e  so p r e o c c u p i e d  wi th  the p u r s u i t  of p a r t i c u l a r  e c o n o m i c  
d e f e n s e  o b j e c t i v e s  tha t  we not  only do v i o l e n c e  to the e c o n o m i c  d e f e n s e  
p r o g r a m  i t s e l f ,  but  a l so  j e o p a r d i z e  the  a c h i e v e m e n t  of m o r e  i m p o r t a n t  

o b j e c t i v e s .  

L e t  us  now look at two e x a m p l e s  of how e c o n o m i c  d e f e n s e  c o n s i d e r -  
a t i ons  and o t h e r  k i n d s  of e c o n o m i d  c o n s i d e r a t i o n s  a r e  i n t e r t w i n e d  wi th  
p o l i t i c a l  and  s e c u r i t y  f a c t o r s :  One is  D e n m a r k ,  the  o t h e r  i s  J apan .  

D e n m a r k  as  an E x a m p l e  

Our  e c o n o m i c ,  po l i t i ca l ,  and s e c u r i t y  p r o b l e m s  wi th  D e n m a r k  can  
be s u m m a r i z e d  as  fo l lows :  P o l i t i c a l l y  and s t r a t e g i c a l l y  the  Danes  h a v e  
in  the  p a s t  p u r s u e d  a po l i cy  of n e u t r a l i t y ,  in  l ine  wi th  S c a n d i n a v i a n  t r a -  
d i t ion .  D a n i s h  p a r t i c i p a t i o n  in  NATO, the  d e v e l o p m e n t  of a D a n i s h  d e -  
f e n s e  f o r c e ,  and  Dan i sh  c o o p e r a t i o n  in  G r e e n l a n d  a r e  a de f in i t e  abandon-  
m e n t  of tha t  po l icy .  D e n m a r k  ha s  p r o v e d  i t s e l f  a loya l  m e m b e r  of the  
E a s t - W e s t  t r a d e  c o n t r o l  s y s t e m ,  e v e n  at  the  e x p e n s e  of t r a d e  tha t  i s  v i -  
t a l  and  i m p o r t a n t  to i t .  The  Dan i sh  G o v e r n m e n t  now f a c e s  a d i f f i cu l t  
e c o n o m i c  s i t ua t ion ,  as a r e s u l t  of wh ich  o f f e r s  of t r a d e  wi th  Sov ie t  b loc  
c o u n t r i e s  s e e m  a l l  the  m o r e  a t t r a c t i v e .  T h e s e  o f f e r s  b e c o m e  e v e n  m o r e  
e n t i c i n g  w h e n  the  W e s t  s h o w s  s i g n s  of i n c r e a s e d  p r o t e c t i o n i s m .  High  
t a r i f f s ,  i m p o s i t i o n  of quan t i t a t i ve  r e s t r i c t i o n s ,  and  r e s t r i c t i v e  s t a t e  
t r a d i n g  a r e  c r e a t i n g  g r e a t  h a r d s h i p s  fo r  D e n m a r k ,  wh ich  i s  a v e r y  e f f i -  

c i e n t  p r o d u c e r  in  c e r t a i n  f i e ld s .  
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It  is  t h e r e f o r e  r e a d i l y  a p p a r e n t  why,  in o u r  own s e c u r i t y  i n t e r e s t ,  
we m u s t  we igh  ou r  e c o n o m i c  a c t i o n s  c a r e f u l l y  and c o n s i d e r  t h e i r  i m p a c t  
on ou r  p o l i t i c a l  and s e c u r i t y  o b j e c t i v e s .  In so f a r  as  D e n m a r k  i s  con -  
c e r n e d ,  we m u s t  k e e p  u p p e r m o s t  in o u r  m i n d s  tha t  we w i s h  to h a v e  Den-  
m a r k ' s  c o n t i n u e d  c o o p e r a t i o n  in the f r e e  w o r l d ' s  d e f e n s e  e f fo r t  and tha t  
any  r e s t r i c t i v e  e .conomic  a c t i o n  which  t h r e a t e n s  tha t  o b j e c t i v e  s h o u l d  be 
avo ided .  The s a m e  i n t e r r e l a t i o n s h i p  of ou r  e c o n o m i c  a c t i o n s  wi th  o u r  
p o l i t i c a l  and d e f e n s e  o b j e c t i v e s  e x t e n d s  to a l l  a r e a s  of the f r e e  w o r l d .  

J a p a n  as  an E x a m p l e  

L e t  us  go to the oppos i t e  f ace  of the g lobe,  to J apan .  The e c o n o m -  
ic  s i t u a t i o n  t h e r e  g r a v e l y  c o n c e r n s  the Uni t ed  S ta te s  and the e n t i r e  f r e e  
w o r l d .  Should  the e c o n o m y  d e t e r i o r a t e  s u b s t a n t i a l l y ,  J a p a n  m i g h t  w e l l  
l o se  i t s  f r e e d o m .  A s i g n i f i c a n t  d rop  in c o n s u m p t i o n  l e v e l s  wouId  c r e a t e  
s o c i a l  u n r e s t  and p o l i t i c a l  i n s t a b i l i t y  w h i c h  would  inv i t e  s u b v e r s i o n  f r o m  
wi th in .  The c o u n t r y  would  be u n a b l e  to de fend  i t s e l f ,  and wou ld  r e q u i r e  
U n i t e d  S t a t e s  m i l i t a r y  f o r c e s  in and a r o u n d  J a p a n  fo r  an i nde f in i t e  p e r i o d .  
If th i s  i s  to be p r e v e n t e d ,  J a p a n  m u s t  t ake  v i g o r o u s  m e a s u r e s  to s t r e n g t h -  
en  i t s  e c o n o m y ,  and the f r e e  w o r l d  m u s t  be w i l l i n g  to t r a d e  wi th  J a p a n  on 
a s u b s t a n t i a l l y  i n c r e a s e d  s c a l e .  

Should  J a p a n  lo se  i t s  f r e e  s t a t u s  "as a r e s u l t  of f u t u r e  a g g r e s s i o n  
o r  i n t e r n a l  u p h e a v a l  and c o m e  u n d e r  C o m m u n i s t  d o m i n a t i o n ,  the p r e s e n t  
b a l a n c e  of w o r l d  p o w e r  would  be d r a s t i c a l l y  a l t e r e d .  The K r e m l i n  l e a d -  
e r s  c o v e t  J a p a n ' s  i n d u s t r i a l  p o w e r  j u s t  as  t hey  cove t  tha t  of W e s t e r n  
G e r m a n y .  

J a p a n ,  as  you m a y  know,  is  about  the s i z e  of the  State  of C a l i f o r -  
nia .  H o w e v e r ,  only  16 p e r c e n t  of i t s  a r e a ,  o r  23, 000 s q u a r e  m i l e s  i s  
a r a b l e .  I t s  popu la t ion  of 88 m i l l i o n  sou l s  i s  f a r  m o r e  t igh t ly  p a c k e d  on 
Limited a r a b l e  land  than  is  the popu la t ion  of B r i t a i n .  In J a p a n  the popu-  
l a t i on  p e r  s q u a r e  m i l e  of a r a b l e  land is  4, 400, c o m p a r e d  wi th  1 ,800  in  
B r i t a i n  and 225 in the Uni ted  S ta t e s .  M o r e o v e r ,  J a p a n  s u f f e r s  g e n e r a l l y  
f r o m  a s c a r c i t y  of n a t u r a l  r e s o u r c e s .  It m u s t  r e l y  c o m p l e t e l y  on f o r -  
e ign  s u p p l i e s  fo r  f ive  of the p r i n c i p a l  c o m m o d i t i e s  i t  r e q u i r e s :  p h o s p h a t e  
r o c k ,  r a w  co t ton ,  wool ,  baux i t e ,  and c r u d e  r u b b e r .  I t  is  a l s o  h i g h l y  de -  
p e n d e n t  on i m p o r t s  fo r  i r o n  o r e ,  cok ing  coa l ,  p e t r o l e u m ,  t in ,  and l ead .  

T h e s e  few f ac t s  s e r v e  as  e v i d e n c e  of the i m p o s s i b i l i t y  of s e l f -  
s u f f i c i e n c y  fo r  J apan .  But  th i s  does  not  e l i m i n a t e  the a t t a i n m e n t  of a 
r e s p e c t a b l e  s e l f - s u p p o r t .  J a p a n ' s  l a r g e ,  d i l igen t ,  and s k i l l f u l  popu la -  
t ion  is  an  a s s e t  not  to be d i s c o u n t e d .  By i m p o r t i n g  r a w  m a t e r i a l s  in  
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l a r g e  q u a n t i t i e s  and  e x p o r t i n g  m a n u f a c t u r e d  goods  in  a d e q u a t e  q u a n t i t i e s ,  
J a p a n  can  r e a l i z e  a m a r g i n  of p r o f i t  s u f f i c i e n t  to m a i n t a i n : i t s  i n d u s t r i a l  
e s t a b l i s h m e n t  and  p r o v i d e  i t s  peop le  wi th  a d e c e n t  s t a n d a r d  of l i fe .  The 
v e r y  n a t u r e  of th i s  s o l u t i o n  to J a p a n ' s  p r o b l e m  of s u r v i v a l ,  h o w e v e r ,  
r e v e a l s  the n a t i o n ' s  u t t e r  d e p e n d e n c e  upon f o r e i g n  t r a d e .  And th i s  s o -  
lu t ion  w i l l  be r e a c h e d  only  if  the f r e e  w o r l d  m a r k e t s  a r e  o p e n e d  to J a p a n .  

At th i s  po in t  you  m i g h t  w e l l  ask  wha t  th is  had  to do wi th  the e c o -  
n o m i c  d e f e n s e  p r o g r a m .  The a n s w e r  w i l l  be obv ious  if you c o n s i d e r  
J a p a n ' s  e c o n o m i c  and g e o g r a p h i c  s i t u a t i o n  in r e l a t i o n  to the  v a s t  h i n t e r -  
l and  of C o m m u n i s t  Ch ina ,  w h i c h  wou ld  s e e m  to be  J a p a n ' s  n a t u r a l  t r a d -  
i n g  p a r t n e r .  I n d e e d ,  d u r i n g  1938-39 the Ch ina  m a i n l a n d ,  i n c l u d i n g  M a n -  
c h u r i a  and Kwan tung ,  a b s o r b e d  o n e - t h i r d  of J a p a n ' s  e x p o r t s  and s u p p l i e d  
J a p a n  wi th  o n e - s i x t h  of i t s  i m p o r t s .  Now, l e s s  t h a n 2  p e r c e n t  of J a p a n ' s  
$4 b i l l i o n  f o r e i g n  t r a d e  is  c o n d u c t e d  wi th  C o m m u n i s t  China .  Obv ious ly ,  
the  l o s s  of t h i s  p r e w a r  t r a d e ,  a long  wi th  the l o s s  of the f o r m e r  c o l o n i e s  
of F o r m o s a  and  K o r e a ,  ha s  had  a g r a v e  i m p a c t  upon  J a p a n ' s  e c o n o m y .  

F o r  a n u m b e r  of b a s i c  r e a s o n s ,  i t  i s  u n r e a l i s t i c  to e x p e c t  tha t  
J a p a n ' s  t r a d e  wi th  the  C h i n a  m a i n l a n d  can  e v e r  r e g a i n  i t s  p r e w a r  i m -  
p o r t a n c e .  Bu t  t h e r e  a r e  b u s i n e s s m e n  and o f f i c i a l s  in  J a p a n  who w i s h -  
fu l ly  th ink  o t h e r w i s e ,  o r ,  at  l e a s t ,  would  l ike  to t e s t  th i s  c o n c l u s i o n .  
Bu t  J apan ,  l ike  D e n m a r k ,  i s  a l o y a l  m e m b e r  of the E a s t - W e s t  t r a d e  
c o n t r o l  s y s t e m ,  and,  t o g e t h e r  wi th  the  o t h e r  c o u n t r i e s  c o o p e r a t i n g  wi th  
the Un i t ed  S ta te s  in th i s  s y s t e m ,  m a i n t a i n s  a s t r a t e g i c  e m b a r g o  a g a i n s t  
C o m m u n i s t  C h i n a  and  N o r t h K o r e a  tha t  i s  m u c h  m o r e  s w e e p i n g  than  tha t  
i n  e f f e c t  a g a i n s t  the E u r o p e a n  C o m m u n i s t  s t a t e s .  With the l i m i t a t i o n s  
on t r a d e  wi th  t h e  C h i n a  m a i n l a n d  i m p o s e d  by s e c u r i t y  c o n s i d e r a t i o n s  on 
the  one  s ide ,  and  m o r e  i m p o r t a n t l y ,  by the C o m m u n i s t s  t h e m s e l v e s  on 
the o t h e r ,  J a p a n  m u s t  look to the  f r e e  w o r l d  f o r  i n c r e a s e d  t r a d e .  Which  
puts  us  r i g h t  b a c k  w h e r e  we w e r e  a m o m e n t  ago.  

What  a r e  we  doing  about  i t ?  Wel l ,  l a s t  m o n t h  the U n i t e d  S t a t e s  b e -  
gan n e g o t i a t i o n s  in  Geneva ,  S w i t z e r l a n d ,  f o r  the p u r p o s e  of b r i n g i n g  J a -  
pan  in to  the G e n e r a l  A g r e e m e n t  on T a r i f f s  and T r a d e  (GATT).  We have  
s u p p o r t e d  J a p a n ' s  e f f o r t  to b e c o m e  a p a r t y  to the GATT b e c a u s e  we  f e e l  
tha t  J a p a n ' s  fu l l  a c c e s s i o n  to the  G e n e r a l  A g r e e m e n t  w o u l d  be the b i g g e s t  
s ing le  s t ep  w h i c h  cou ld  be t a k e n  to i n c r e a s e  J a p a n ' s  t r a d e  wi th  the  f r e e  
w o r l d .  We a r e  t h e r e f o r e  n e g o t i a t i n g  wi th  J a p a n  d i r e c t l y ,  and a l s o  s t a n d  
r e a d y  to o f f e r  t a r i f f  c o n c e s s i o n s  to t h i r d  c o u n t r i e s  w h i c h  n e g o t i a t e  w i th  
J a p a n ,  if s u c h  c o n c e s s i o n s  wi l l  he lp  t h e m  g r a n t  m o r e  b e n e f i t s  to J a p a n -  
e s e  e x p o r t s  than  t h e y  cou ld  o t h e r w i s e  o f fe r .  
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UNITED STATES CONCEP, W OF THE ROLE OF GOVERNMENT 

IN ECONOMIC AFFAIRS 

In considering the economic defense and other programs through 

which we pursue our foreign policy objectives, it is necessary to keep 
constantly in mind that our concept of the proper role of Governnlent in 
economic affairs is much more narrow than that of most other countries. 
For us, the major normal function of Government in the economic sphere 

is to create a climate in which private enterprise can flourish free from 
artificial restraints. This basic creed is carried over into our econom- 
ic relations with other countries. Our principal specific programs aim 

at the removal of artificial restraints on the movement of goods, serv- 

ices and capital, whether publicly or privately imposed. We seek to 
reduce tariffs, eliminate quota restrictions, get rid of cartels, do away 
with exchange restrictions, and remove restraints on foreign investment. 

We feel that the Government should interfere as little as possible with 

the free market. 

This concept of the role of Government is not shared or understood 

by many other countries of the free world. To them, there appears to be 

a contradiction between our vast responsibilities as leader of the free 
world and what seems to them like the absence of bold, positive, and 
constructive program, except in time of emergency. This difference as 

to the function of Government gives rise to a certain amount of misun- 
derstanding and disappointment abroad in regard to our economic poli- 
cies. It explains why we are restricted in what our Government can do 
economically in peacetime. It is something that we constantly have to 

clarify to our friends abroad as we seek to move forward on both the se- 

curity and the economic lines. I submit we need to move constructively 

forward on both. 

THE PRESIDENT 'S  PROGRAM 

Let us now turn to another aspect of this very broad problem, 
namely, the President's foreign economic program. I think this pro- 
gram is an important means of making significant advances toward 
United States foreign policy objectives in the power struggle with the 
Soviet bloc. 

We have  s e e n  that  the i m p r e s s i v e  p o s t w a r  r a t e  of E u r o p e a n  i n d u s -  
t r i a l  ac t iv i ty  is  u n l i k e l y  to be m a i n t a i n e d .  We have  s e e n  that  the Un i t ed  
Sta tes  and Sovie t  e c o n o m i c  g rowth  is  o u t s t r i p p i n g  E u r o p e .  We have  no ted  
tha t  f u r t h e r  E u r o p e a n  p r o g r e s s  depends  upon b r e a k i n g  b o t t l e n e c k s ,  in -  
c lud ing  t hose  inh ib i t i ng  t r ade ,  no tab ly  wi th  the u n d e r d e v e l o p e d  a r e a s .  
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We have  e x p r e s s e d  the hope that  f u l l - s c a l e  d e c i s i v e  m i l i t a r y  conf l i c t  
wi th  the Sov ie t s  m a y  be s t aved  off i n d e f i n i t e l y ,  in p a r t  by i t s  s h e e r  
h o r r o r .  We h a v e  a l so  no ted  that  e v e n  f u l l - s c a l e  e c o n o m i c  p r e s s u r e  on 
the  Sovie t  Union  has  e x t r e m e l y  l i m i t e d  p o t e n t i a l i t i e s .  We have  c i t ed  
the k e y  i m p o r t a n c e  of the u n d e r d e v e l o p e d  c o u n t r i e s  of As ia  as v i t a l  co ld -  
w a r  b a t t l e g r o u n d s  in t h e m s e l v e s  and a l so  as  c r u c i a l  e l e m e n t s  of con t in -  
u ing  f r e e - w o r l d  e c o n o m i c  growth.  We have  a l so  s t r e s s e d  the n e e d  fo r  
adop t ing  a p p r o a c h e s  to the p r o b l e m  of ga in ing  the suppo r t  of t h e s e  na-  
t i ons  wh ich  wi l l  m a k e  i t  c l e a r  that  i t  i s  not  the Uni t ed  S ta tes  wh ich  k e e p s  
t h e m  f r o m  a t t a in ing  t h e i r  e x a g g e r a t e d  a s p i r a t i o n s .  

If f u r t h e r  aid to E u r o p e  has  l i m i t e d  p r o s p e c t s ,  and m a s s i v e  a id  to 
As ia  canno t  be  e f f e c t i v e l y  a b s o r b e d ,  wha t  m e a s u r e s  a r e  open to us  to 
p r o m o t e  e c o n o m i c  g rowth  and con f idence  in  Un i t ed  S ta tes  l e a d e r s h i p ?  

One v e r y  i m p o r t a n t  a n s w e r  is  a t r a d e  p r o g r a m  which  wi l l :  

1. K e e p  open  the p r o s p e c t  of expand ing  t r a d e  and g rowing  l iv ing  

s t a n d a r d s .  

2. P r o v i d e  a w e e k - t o - w e e k  d e m o n s t r a t i o n  of Un i t ed  S ta tes  w i l l i n g -  
n e s s  to jo in  wi th  o t h e r s  in the c o o p e r a t i v e  r e s o l u t i o n  of p r o b l e m s  of v i t a l  

e c o n o m i c  c o n c e r n  t h rough  the  GATT. 

E l e m e n t s  of the  P r e s i d e n t ' s  P r o g r a m  

T h e s e  a r e  p r e c i s e l y  the  a i m s  of the P r e s i d e n t ' s  p r o g r a m  on f o r -  
s i g n  e c o n o m i c  pol icy ,  wh ich  he  s u b m i t t e d  to the  C o n g r e s s  on 10 J a n u a r y  

1955. The  m a i n  p a r t s  of tha t  p r o g r a m  a r e :  

1. Ta r i f f  r e d u c t i o n . - - A  m o d e r a t e ,  g r adua l ,  and r e c i p r o c a l  p r o -  
g r a m  of cu ts  was  p r o p o s e d .  The P r e s i d e n t  r e q u e s t e d  a 3 - y e a r  e x t e n s i o n  
of the  R e c i p r o c a l  T r a d e  A g r e e m e n t s  Act ,  wh ich  now g ives  h i m  l i m i t e d  
a u t h o r i t y  to l o w e r  t a r i f f s  in  e x c h a n g e  fo r  c o n s i d e r a t i o n s  by o t h e r  coun-  
t r i e s .  U n d e r  the  p r o p o s e d  e x t e n s i o n  he  would  be a u t h o r i z e d  to r e d u c e  
r a t e s  by as m u c h  as  5 p e r c e n t  e a c h  y e a r  f o r  t h r e e  y e a r s .  The s a f e g u a r d s  

a r e  i m p o r t a n t  s i n c e  s t ab i l i t y  of our  po l i cy  is  c r u c i a l .  

2. C u s t o m s  s i m p l i f i c a t i o n .  - - F u r t h e r  s i m p l i f i c a t i o n  of c o m p l e x  
c o m m o d i t y  de f in i t i ons ,  c l a s s i f i c a t i o n s ,  and r a t e  s t r u c t u r e s ,  and b e t t e r  
s t a n d a r d s  fo r  va lua t ion  of i m p o r t s  w e r e  r e c o m m e n d e d .  The P r e s i d e n t  
a l so  p r o m i s e d  f u r t h e r  e f fo r t s  to i m p r o v e  c u s t o m s  a d m i n i s t r a t i o n .  
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3. F o r e i g n  i n v e s t m e n t .  - - T h e  i n c r e a s e d  flow ab road  of Un i t ed  
Sta tes  p r i v a t e  capi ta l ,  p a r t i c u l a r l y  to l e s s - d e v e l o p e d  c o u n t r i e s ,  would  
c o n t r i b u t e  m u c h  to the e x p a n s i o n  of two-way  i n t e r n a t i o n a l  t r a d e  and do 
m u c h  to o f f se t  the f a l se ,  but a l l u r ing ,  p r o m i s e s  of the C o m m u n i s t s ,  the 
P r e s i d e n t  sa id .  He p r o p o s e d  t axa t ion  of b u s i n e s s  i n c o m e  f r o m  f o r e i g n  
s u b s i d i a r i e s  o r  b r a n c h e s  at a r a t e  14 p e r c e n t a g e  points  be low the r a t e  
on d o m e s t i c  i n c o m e  of c o r p o r a t i o n s .  A n o t h e r  r e c o m m e n d a t i o n  was  fo r  
Un i t ed  S ta tes  p a r t i c i p a t i o n  in a p r o p o s e d  $100 m i l l i o n  I n t e r n a t i o n a l  F i -  
nance  C o r p o r a t i o n  to a s s i s t  p r i v a t e  e n t e r p r i s e  in u n d e r d e v e l o p e d  coun-  
t r i e s .  

4. T e c h n i c a l  c o o p e r a t i o n . - - T h e  Uni t ed  S ta tes  has  a vas t  s t o r e  
of p r a c t i c a l  and s c i e n t i f i c  k n o w - h o w  that  is  n e e d e d  in the l e s s - d e v e l o p e d  
a r e a s  of the wor ld .  Uni ted  Sta tes  p a r t i c i p a t i o n  in t e c h n i c a l  c o o p e r a t i o n  
p r o g r a m s  shou ld  be c a r r i e d  f o r w a r d .  

5. E n c o u r a g i n g  i n t e r n a t i o n a l  t r ave l .  - - E n c o u r a g e m e n t  g iven  to 
t r a v e l  a b r o a d  is e x t r e m e l y  i m p o r t a n t ,  both for  i ts  c u l t u r a l  and s o c i a l  
i m p o r t a n c e  in the f r e e  wor ld ,  and for  i ts  e c o n o m i c  bene f i t s .  The P r e s -  
i den t  s u g g e s t e d  that  C o n g r e s s  i n c r e a s e  the p r e s e n t  $500 d u t y - f r e e  a l -  
lowance  fo r  t o u r i s t s  to $1 ,000 ,  e x e r c i s a b l e  e v e r y  s ix mon ths .  

6. E n c o u r a g i n g  Uni t ed  S ta tes  p a r t i c i p a t i o n  in i n t e r n a t i o n a l  t r a d e  
f a i r s .  - - S o v i e t  and s a t e l l i t e  exh ib i t s  in i n t e r n a t i o n a l  t r a d e  f a i r s  in the 
pas t  couple  of y e a r s  have  been  we l l  p l anned  to convey  the i m p r e s s i o n  
that  the USSR is  p r o d u c i n g  on a l a r g e  s c a l e  fo r  p e a c e ,  and is  c r e a t i n g  
a p a r a d i s e  fo r  w o r k e r s .  The Uni ted  Sta tes ,  which  has  a l a r g e r  v o l u m e  
of i n t e r n a t i o n a l  t r a d e  than any o t h e r  na t ion ,  unt i l  r e c e n t l y  had b e e n  con -  
sp i cuous  by i t s  a b s e n c e  at t h e s e  t r a d e  f a i r s .  The P r e s i d e n t ' s  m e s s a g e  
ou t l ined  the r e c e n t l y  i n s t i t u t e d  p r o g r a m  of e n c o u r a g i n g  p a r t i c i p a t i o n  by 
Uni t ed  S ta tes  c o n c e r n s  in  i n t e r n a t i o n a l  t r a d e  f a i r s .  At the f i r s t  f a i r  in 
which  the Uni ted  Sta tes  p r e s e n t e d  a c e n t r a l  exhib i t ,  that  i s ,  at Bangkok  
in D e c e m b e r  1954, our  exh ib i t  was  a w a r d e d  f i r s t  p r i z e .  O v e r  100 A m e r -  
i can  c o m p a n i e s  c o n t r i b u t e d  to th is  exhibi t .  

7. C o n v e r t i b i l i t y .  - - S t e a d y  p r o g r e s s ,  p a r t i c u l a r l y  by w e s t e r n  
E u r o p e a n  c o u n t r i e s ,  i s  be ing  m a d e  t oward  our  m u t u a l  o b j e c t i v e  of r e -  
s t o r i n g  c u r r e n c y  c o n v e r t i b i l i t y ,  which  is  n e c e s s a r y  to a s t e a d i l y  r i s i n g  
v o l u m e  of w o r l d  t r a d e  and i n v e s t m e n t .  We b e l i e v e  that  our  to ta l  f o r -  
e ign e c o n o m i c  pol icy  can m a k e  an i m p o r t a n t  c o n t r i b u t i o n  to the  a c h i e v e -  
m e n t  of c o n v e r t i b i l i t y .  
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8. Of f ic ia l  Un i t ed  S t a t e s  p a r t i c i p a t i o n  in the  GATT.  - - W i t h o u t  
b u r d e n i n g  you  wi th  a d e t a i l e d  a c c o u n t  of the t e r m s  of the GATT,  I w i l l  
m e r e l y  note  tha t  t h e s e  t r a d e  r u l e s  p r o v i d e  a code  wh ich  m i n i m i z e s  the  
i m p a i r m e n t  of t a r i f f  r e d u c t i o n s  t h r o u g h  i n g e n i o u s  r e s t r i c t i v e  d e v i c e s  
s u c h  as  quo ta s ,  i n t e r n a l  t axes ,  and so  on. They  a l s o  s e t  up p r o c e d u r e s  
f o r  r e s o l v i n g  d i s p u t e s .  T h e y  h a v e  s i g n i f i c a n t l y  c o n t r i b u t e d  to a s u b s t a n -  
t i a l  g r o w t h  of t r a d e  in the t u r b u l e n t  p o s t w a r  p e r i o d .  They  p r o v i d e  a fo-  
r u m  fo r  bu i ld ing  c o n f i d e n c e  in the f r e e - w o r l d ' s  c a p a c i t y  to s e t t l e  i s s u e s  
w h e r e  t h e r e  a r e  genu ine  c o n c r e t e  c o n f l i c t s  of c o m m e r c i a l  i n t e r e s t  a t  
s t a k e .  

CONCLUSION 

T h e s e ,  then ,  a r e  s o m e  of the a r e a s  and  m e t h o d s  t h r o u g h  w h i c h  the  
U n i t e d  S ta t e s  i s  e x e r c i s i n g  i t s  l e a d e r s h i p  in p i ' omo t ing  the a c h i e v e m e n t  
of t h o s e  h igh  l e v e l s  of t r a d e  tha t  a r e  d e s i g n e d  to he lp  e n h a n c e  the e c o -  
n o m i c  s t r e n g t h  of the f r e e  w o r l d  upon  wh ich  the  f r e e d o m  and s e c u r i t y  of 
a l l  d e p e n d s .  Some of the  f o r e g o i n g  m e a s u r e s  I have  e n u m e r a t e d  a r e  
qui te  p e d e s t r i a n .  I do not  s a y  th is  a p o l o g e t i c a l l y .  A f t e r  a l l ,  m a n y  of 
h i s t o r y ' s  p ro found  and l a s t i n g  c h a n g e s  o c c u r r e d  t h r o u g h  s u c c e s s i v e  m o d -  
e s t  s t eps  o v e r  a long p e r i o d  of  t i m e .  The i m p o r t a n t  th ing  w a s  c o n t i n u i t y  
and  s t r e n g t h e n i n g  of m o v e m e n t s .  No one of the m e a s u r e s  by i t s e l f  w i l l  
m a k e  fo r  s p e c t a c u l a r  p r o g r e s s  t o w a r d  the d e s i r e d  end; a l l  of t h e m  t a k e n  
t o g e t h e r ,  h o w e v e r ,  c an  have  a s i g n i f i c a n t  i m p a c t .  

The Uni t ed  S ta t e s  h a s  a v a i l a b l e  s t i l l  o t h e r  p o s i t i v e  p r o g r a m s  and 
i n s t r u m e n t s  d e s i g n e d  to i n s p i r e  hope  a b r o a d  and to have  a m u l t i p l i e r  
e f f ec t  in the d i r e c t i o n  of s t e a d y  e c o n o m i c  i m p r o v e m e n t .  T h e s e  i n c l u d e  
a m o d e s t  a m o u n t  of e c o n o m i c  a id  ( m o s t l y  in As ia ) ,  the d i s p o s i t i o n  of 
a g r i c u l t u r a l  s u r p l u s e s ,  the l end ing  a c t i v i t i e s  of the  E x p o r t - I m p o r t  Bank  
and  our  p a r t i c i p a t i o n  in  the I n t e r n a t i o n a l  Bank.  

We s h o u l d  n e v e r  l o se  s igh t  of the  f ac t  tha t  the Un i t ed  S t a t e s  i s  
push ing  t h e s e  p o s i t i v e  and i m a g i n a t i v e  m e a s u r e s  in i t s  own i n t e r e s t s  as  
w e l l  as  in  the i n t e r e s t  of the e c o n o m i c  w e l l - b e i n g  of. the e n t i r e  f r e e  w o r l d .  
I t  shou ld  be e m p h a s i z e d  tha t  the  ends  a r e  good in t h e m s e l v e s  and not  m e r e -  
ly a d e f e n s e  a g a i n s t  c o m m u n i s m .  We w o u l d  be p u r s u i n g  t h e s e  ends  e v e n  
if the C o m m u n i s t  m e n a c e  did not  ex i s t .  

COLONEL O'NIEL: Dr.  K a l i j a r v i ,  on b e h a l f  of G e n e r a l  Nib lo  and  
the  c l a s s ,  I thank you  v e r y  m u c h  f o r  a v e r y  c o m p r e h e n s i v e  c o v e r a g e  of 
i n t e r n a t i o n a l  r e l a t i o n s .  I th ink you have  m a d e  a r e a l  c o n t r i b u t i o n .  

(22 A p r  1 9 5 5 - - 2 5 0 ) S / r o s s  

17 

~67812 


