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M r .  C h a r l e s  F .  Ba ldwin ,  Depu ty  A s s i s t a n t  S e c r e t a r y  fo r  F a r  
E a s t e r n  E c o n o m i c  A f f a i r s ,  D e p a r t m e n t  of S ta te ,  a c a r e e r  F o r e i g n  
S e r v i c e  o f f i ce r ,  was  g r a d u a t e d  f r o m  the School  of F o r e i g n  S e r v i c e  of 
G e o r g e t o w n  U n i v e r s i t y .  A f t e r  h i s  r e l e a s e  f r o m  the  Navy  in  wh ich  he  
s e r v e d  as  an o f f i c e r  fo r  fou r  y e a r s  d u r i n g  W o r l d  W a r  H, he s e r v e d  as  
c o m m e r c i a l  a t t a c h e  at the  U. S. E m b a s s y  in  San t iago ,  C h i l e ;  e c o n o m i c  
c o u n s e l o r  a t  the E m b a s s y  at Os lo ,  N o r w a y ;  U. S. p o l i t i c a l  a d v i s e r  a t  
T r i e s t e ;  and e c o n o m i c  c o u n s e l o r  at the  E m b a s s y  in  London .  E a r l i e r  
Mr .  B a l d w i n  had  a t o u r  of duty  in  A u s t r a l i a .  J u s t  p r i o r  to h i s  appo in t -  
m e n t  as  Depu ty  A s s i s t a n t  S e c r e t a r y  of Sta te ,  he was  c o n s u l  g e n e r a l  a t  
S i n g a p o r e ,  wi th  the  r a n k  of M i n i s t e r .  M r .  B a l d w i n  h a s  had  e x p e r i e n c e  
in  bo th  G o v e r n m e n t  and p r i v a t e  b u s i n e s s .  T h i s  i s  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  C o l l e g e .  
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DR. WILLIAMS:  T h e r e  is  a w e l l - k n o w n  s logan  w i th  w h i c h  I a m  
s u r e  a c e r t a i n  p r o p o r t i o n  of the a u d i e n c e  w i l l  h e a r t i l y  a g r e e :  " J o i n  the 
N a v y  and s e e  the w o r l d .  " A n o t h e r  one m i g h t  be d e v i s e d ,  " P a s s  the  

F o r e i g n  S e r v i c e  e x a m i n a t i o n  and s e e  the w o r l d .  " 

W h e n  you  have  a m a n  who h a s  s p e n t  abou t  a q u a r t e r  of a c e n t u r y  
in  the  F o r e i g n  S e r v i c e  and a l so  s e v e r a l  y e a r s  as  an o f f i c e r  in  the  Navy,  
he  has  r e a l l y  b e e n  a r o u n d .  O u r  s p e a k e r  th i s  m o r n i n g  has  s e e n  the  i n -  
t e r n a t i o n a l  s i t u a t i o n  f r o m  a n u m b e r  of c a p i t a l s  in E u r o p e  and  L a t i n  
A m e r i c a ,  and  j u s t  b e f o r e  he c a m e  to h i s  p r e s e n t  p o s i t i o n  as  D e p u t y  A s -  
s i s t a n t  S e c r e t a r y  of Sta te  f o r  F a r  E a s t e r n  E c o n o m i c  A f f a i r s ,  he w a s  

C o n s u l  G e n e r a l  at S i n g a p o r e .  

I have  n e v e r  b e e n  to S i n g a p o r e  but  I have  b e e n  to m a n y  m o v i e s  so  
I know s o m e t h i n g  about  tha t  s e e t h i n g  c e n t e r  of i n t e r n a t i o n a l  i n t r i g u e .  
I a m  s u r e  if the  s p e a k e r  w a n t e d  to, he c o u l d  t e l l  us  a g r e a t  d e a l  about  
wha t  i s  go ing  on o v e r  t h e r e ,  i n c l u d i n g  m a y b e  s t o r i e s  of b e a u t i f u l  o r i e n t a l  

s p i e s  t ha t  he  has  h e a r d  t h r o u g h  h i s  s u b o r d i n a t e s .  

T h i s  i s  the f i r s t  t i m e  M r .  B a l d w i n  has  b e e n  h e r e  at the I n d u s t r i a l  
C o l l e g e  and I c o n s i d e r  it  qui te  an h o n o r  to m e  to  be  the one to w e l c o m e  

h i m  to th i s  p l a t f o r m .  M r .  B a l d w i n .  

MR. BALDWIN:  D r .  W i l l i a m s ,  G e n e r a l  Niblo ,  l a d i e s ,  and g e n t l e -  
m e n :  I have  n e v e r  b e e n  so a c u t e l y  a w a r e  of m y  a d v a n c e d  y e a r s  as  
d u r i n g  th i s  d e l i g h t f u l  i n t r o d u c t i o n  when  I was  r e m i n d e d  tha t  I had  to 
l e a r n  about  b e a u t i f u l  f o r e i g n  s p i e s  f r o m  m y  s u b o r d i n a t e s .  P e r h a p s  I 
c a n  t e l l  you  about  b e a u t i f u l  f o r e i g n  s p i e s  in  the  q u e s t i o n  p e r i o d .  

B e c a u s e  of i t s  kind,  m y  t a lk  t oday  w i l l  d i s a p p o i n t  any  of you  who 
e n j o y s  l i s t e n i n g  to pub l ic  t a l k s  w h i c h  a r e  p u n c t u a t e d  wi th  abundan t  s t a -  
t i s t i c s  o r  w i th  a b s t r u s e  d i s s e r t a t i o n s  on e c o n o m i c  t h e o r y .  You have  
books  and r e p o r t s  to s a t i s f y  y o u r  appe t i t e  f o r  t h o s e  f o r m s  of k n o w l e d g e .  

I s h a l l  t r y  t o d a y  to p r e s e n t  to you  a p i c t u r e  of the e c o n o m i c  s c e n e  
in  the  F a r  E a s t  in a m a n n e r  w h i c h  I have  found  u s e f u l  in c o n s i d e r i n g  
the o v e r a l l  p r o b l e m s  f a c i n g  us  in  tha t  c r i t i c a l  and  i m p o r t a n t  a r e a .  By  



the  F a r  E a s t  I m e a n  the a r e a  which  i n c l u d e s  B u r m a  on the West ,  and 
e x t e n d s  t h rough  J a p a n  and the P h i l i p p i n e s  on the  E a s t .  That  i s  the  con -  
v e n t i o n a l  State D e p a r t m e n t  de f in i t ion  of the F a r  E a s t .  I h a s t e n  to def ine  
the a r e a  that  I t a lk  about  b e c a u s e  t h e r e  a r e  a l m o s t  as m a n y  d e f i n i t i o n s  
of the F a r  E a s t  and A s i a  as t h e r e  a r e  t hose  who u se  t hose  t e r m s .  I 
s h a l l  not d i s c u s s  India  b e c a u s e  it  is  not  i n c l u d e d  in  that  g e o g r a p h i c  a r e a  
and b e c a u s e  I know it has  b e e n  ably  d i s c u s s e d  h e r e  by our  f o r m e r  A m -  
b a s s a d o r  to India ,  G e o r g e  Al l en .  

If any e v i d e n c e  is  n e e d e d  to p r o v e  the i n s e p a r a b i l i t y  of e c o n o m i c  
and p o l i t i c a l  f o r c e s ,  the F a r  E a s t  can  supply  it in abundant  q u a n t i t i e s .  
The  C o m m u n i s t s  a r e  w e l l  a w a r e  of that  i m p o r t a n t  r e l a t i o n s h i p .  T h e y  
u n d e r s t a n d  the ex t en t  to which  e c o n o m i c  d e v e l o p m e n t s  d i r e c t  o r  i n f lu -  
ence  p o l i t i c a l  f o r c e s  in A s i a  and they  use  e c o n o m i c  w e a p o n s  as  an  i m -  
p o r t a n t  p a r t  of t h e i r  m e a n s  of f igh t ing  aga in s t  the  f r e e  w o r l d  in  the  F a r  
E a s t .  They  w e l l  know that  it is  d i f f icul t ,  i f  not  i m p o s s i b l e ,  to c r e a t e  
a s t r u c t u r e  of p o l i t i c a l  s t a b i l i t y  upon a founda t ion  of e c o n o m i c  i n s t a b i l -  
i ty  in the F a r  E a s t .  We can  be r e a s o n a b l y  c e r t a i n  that  any e f f o r t s  by  
us  to i n c r e a s e  the e c o n o m i c  s t r e n g t h  of that  a r e a  wi l l  be fought  by  the  
C o m m u n i s t s  and that  t hey  wi l l  o v e r l o o k  no o p p o r t u n i t y  to s t r e n g t h e n  
t h e i r  own e c o n o m i c  i n f l u e n c e  in the r e g i o n .  

The  g e n e r a l  p i c t u r e  of the e c o n o m i e s  of the  F a r  E a s t  wh ich  I 
would  l ike  to s k e t c h  for  you today  is  r e a l l y  two e c o n o m i c  s c e n e s ,  e a c h  
of wh ich  r e p r e s e n t s  a s t age  of g e n e r a l  e c o n o m i c  d e v e l o p m e n t .  When 
you t r a v e l  by t r a i n  f r o m  Kyoto to Kobe in Japan ,  you wi l l  f ind that  the  
l a n d s c a p e ,  as G e n e r a l  Niblo  w e l l  knows,  r e s e m b l e s  s o m e w h a t  the  out-  
s k i r t s  of P i t t s b u r g h ,  or  Gary,  IlLinois,  a s c e n e  wh ich  e p i t o m i z e s  the 
p e a k  of A s i a n  e c o n o m i c  d e v e l o p m e n t  and i n d u s t r i a l i z a t i o n  and one of the  
two m a j o r  s e g m e n t s  of A s i a ' s  e c o n o m y ,  a s e g m e n t  o c c u p i e d  by  the  on ly  
i n d u s t r i a l i z e d  A s i a n  c o u n t r y - - J a p a n .  You wi l l  s ee  the o t h e r  e x t r e m e  
of the A s i a n  e c o n o m i c  p i c t u r e  if you j o u r n e y  t h r o u g h  p a r t s  of I n d o n e s i a ,  
B o r n e o ,  B u r m a ,  and Tha i l and ,  w h e r e  you wi l l  f ind the so i l  be ing  t i l l e d  
a l m o s t  e x a c t l y  as it has  b e e n  c u l t i v a t e d  fo r  t h o u s a n d s  of y e a r s .  You 
wi l l  f ind  wooden  p lows ,  s o m e t i m e s  d r a w n  by w a t e r  buffa lo  and s o m e -  
t i m e s  by the f a r m e r ' s  wife if he has  one.  You wi l l  w i t n e s s t h e r e  a l m o s t  
e q u a l l y  r u d i m e n t a r y  f o r m s  of t r a d e  and t r a n s p o r t a t i o n  and o t h e r  c h a r -  
a c t e r i s t i c  e v i d e n c e s  of e c o n o m i c  u n d e r d e v e t o p m e n t .  

But  e v e n  in  t h e s e  u n d e r d e v e l o p e d  c o u n t r i e s  wh ich  c o m p r i s e  the  
o t h e r  m a j o r  s e g m e n t  of the  g e n e r a l  A s i a n  e c o n o m i c  p i c t u r e - - t h e  oppo-  
s i t e  e x t r e m e  of the m u c h  m o r e  h igh ly  d e v e l o p e d  s c e n e  wh ich  is  J a p a -  
n e s e - - s i g n s  of p r o g r e s s  b e l i e  KipLing's  o f t - q u o t e d  p r o p h e c y  tha t  the  



twa in  of the  E a s t  and Wes t  s h a l l  n e v e r  m e e t .  In  one day in B o r n e o ,  I 
have  s e e n  Dyaks  ek ing  out a m a r g i n a l  e x i s t e n c e  by the m o s t  p r i m i t i v e  
m e t h o d s  only  a few s c o r e  m i l e s  away  f r o m  a m o d e r n  oi l  f i e ld  and r e -  
f i n e r y  o p e r a t i o n .  The e c o n o m i c  m e e t i n g  of the p r i m i t i v e  E a s t  and the  
m o d e r n  Wes t  i s  t ak ing  p l a c e  and the  r e s u l t s  f o r e t e l l  what  c an  be  done 
wi th  the  e c o n o m i c  p o t e n t i a l i t i e s  of the  F a r  E a s t ,  g iven  enough  t i m e ,  
c o m p e t e n t  p lann ing ,  s t e a d i l y  i m p r o v i n g  execu t ion ,  and a d e q u a t e  r e -  
s o u r c e s  of c a p i t a l  and t e c h n i c a l  k n o w l e d g e .  

The  p o s s i b l e  fu tu r e  e c o n o m i c  a c h i e v e m e n t s  of the F a r  E a s t  l o o m  
l a r g e  in  the  c u r r e n t  s t r u g g l e  fo r  tha t  a r e a  b e t w e e n  c o m m u n i s m  and the  
f r e e  w o r l d .  C o m m u n i s t s  w e l l  know the  e c o n o m i c  va lue  of the p r i z e  
wh ich  would  fall  in to  t h e i r  hands  by ga in ing  c o n t r o l  of the r e m a i n i n g  f r e e  
c o u n t r i e s  of the F a r  E a s t .  T h e y  would  have  the p r o d u c t i v e  f o r c e  g e n -  
e r a t e d  by a to t a l  popu la t i on  of about  280 m i l l i o n  peop l e .  They  would  
have  v a s t  r e s o u r c e s ,  i nc lud ing  about  65 p e r c e n t  of the w o r l d ' s  p r o d u c -  
t ion  of t in,  about  90 p e r c e n t  of i t s  n a t u r a l  r u b b e r ,  a l a r g e  p o r t i o n  of the 
w o r l d ' s  output  of r i c e ,  v e r y  s u b s t a n t i a l  r e s e r v e s  of p e t r o l e u m ,  v a s t  
s t ands  of t i m b e r ,  and o t h e r  v a l u a b l e  n a t u r a l  r e s o u r c e s  wh ich  as ye t  a r e  
in a r e l a t i v e l y  low s ta te  of d e v e l o p m e n t .  T h e s e  a r e  v a l u a b l e  a s s e t s  to 
the  f r e e  w o r l d .  If t hey  shou ld  be  p e r m i t t e d  to fall  in to  C o m m u n i s t  hands ,  
t hey  would  w e i g h  h e a v i l y  aga in s t  us  in  the b a l a n c e  of w o r l d  r e s o u r c e s .  

P e r h a p s  the m o s t  va luab l e  F a r  E a s t e r n  a s s e t ,  Japan ,  is  b e i n g  e y e d  
c o v e t o u s l y  by  the  C o m m u n i s t s  who have  u n d o u b t e d l y  g iven  a v e r y  h igh  
p r i o r i t y  a m o n g  t h e i r  p o l i t i c a l  o b j e c t i v e s  to the  t a s k  of pu l l ing  J a p a n  out 
"of the  o r b i t  of the f r e e  w o r l d .  P a r t l y  b e c a u s e  it  i s  the on ly  h igh ly  in -  
d u s t r i a l i z e d  A s i a n  coun t ry ,  J a p a n  i s  a p a r t i c u l a r l y  i m p o r t a n t  p r o s p e c t i v e  
v i c t i m  of C o m m u n i s t  a t t e n t i o n s .  

J a p a n  e m e r g e d  f r o m  W o r l d  W a r  II wi th  i t s  e c o n o m y  bad ly  d a m a g e d  
by  the s t r e s s e s  and  s t r a i n s  of the  p r e p a r a t i o n s  fo r  and the  wag ing  of a 
w a r .  The  c o u n t r y ' s  i n d u s t r i a l  m a c h i n e  was  l a r g e l y  o b s o l e t e .  S y n t h e t i c s  
had  g r e a t l y  r e d u c e d  the  w o r l d  d e m a n d  fo r  s i lk .  The  l o s s  of f o r m e r  
J a p a n e s e  t e r r i t o r i e s  of K o r e a ,  F o r m o s a ,  and on the m a i n l a n d  of C h i n a  
m e a n t  the  l o s s  of s o u r c e s  of food,  r aw  m a t e r i a l s ,  and  m a r k e t s  f o r  
m a n u f a c t u r e d  p r o d u c t s .  

Th i s  a c c e n t u a t e d  the  s e v e r i t y  of J a p a n ' s  t r a d i t i o n a l  e c o n o m i c  p r o b -  
l e m - - t h e  p r o b l e m  of s u p p o r t i n g  a r a p i d l y  g r o w i n g  popu la t ion ,  now about  
90 m i l l i o n  and  i n c r e a s i n g  at  the  r a t e  of 1 .5  m i l l i o n  p e r  y e a r - - i n  an a r e a  
l e s s  than  the s i z e  of the State  of C a l i f o r n i a ,  and  capab le  of p r o d u c i n g  
on ly  a few of the b a s i c  r a w  m a t e r i a l s  r e q u i r e d  fo r  i n d u s t r i a l  p u r p o s e s ,  

3 



1940 
a n d  only  about t h r e e - f o u r t h s  of i t s  food r e q u i r e m e n t s .  At the end  of 
the war ,  th i s  p r o b l e m  a p p e a r e d  to be an a l m o s t  h o p e l e s s  one.  J a p a n ' s  
e c o n o m i c  c o l l a p s e  s e e m e d  to be a l m o s t  u n a v o i d a b l e .  

C o l l a p s e  was  a v e r t e d  by a c o m b i n a t i o n  of c i r c u m s t a n c e s ,  the  m o s t  
i m p o r t a n t  of wh ich  w e r e  the m o r e  than  2 b i l l i on  d o l l a r s  of U n i t e d  S ta tes  
p o s t w a r  aid to J a p a n  and the  l a r g e  s u m s  of m o n e y  which  the  U n i t e d  
S ta tes  has  b e e n  s p e n d i n g  in  J a p a n  s ince  1950 fo r  m i l i t a r y  p u r p o s e s .  
T h e s e  s o - c a l l e d  " s p e c i a l  e x p e n d i t u r e s "  have  c o n s i s t e d  of m o n e y  s p e n t  
by  A m e r i c a n  m i l i t a r y  p e r s o n n e l ,  and e x p e n d i t u r e s  in J apan  on goods  
and s e r v i c e s  f o r  Un i t ed  S ta tes  and f r i e n d l y  f o r c e s  in  K o r e a  and  o t h e r  
p a r t s  of the  F a r  E a s t .  In one y e a r ,  1953, t h e s e  e x p e n d i t u r e s  t o t a l e d  
785 m i l l i o n  d o l l a r s .  Th i s  y e a r  t hey  wi l l  be  s o m e w h e r e  in  the  v i c i n i t y  
of 580 m i l l i o n  d o l l a r s .  The to ta l  of such  e x p e n d i t u r e s  s i n c e  1950 has  
e x c e e d e d  J a p a n ' s  to ta l  t r a d e  de f i c i t  d u r i n g  that  p e r i o d .  

Thus  p o s t w a r  J apan  has  b e e n  able  to en joy  a s t a n d a r d  of l i v ing  w h i c h  
was  not  j u s t i f i e d  by the r e a l i t i e s  of the b a s i c  e c o n o m i c  s i t u a t i o n  of the  
c o u n t r y .  V i s i t o r s  to J apan  s i n c e  the w a r  have  s e e n  m a n y  e v i d e n c e s  of 
g r e a t  e c o n o m i c  a c t i v i t y  in m a n y  p a r t s  of the c o u n t r y .  The J a p a n e s e  a r e  
i n d u s t r i o u s  and  the inf lux  of d o l l a r s  p r o v i d e d  a s t r o n g  s t i m u l a n t .  Con-  
s t r u c t i o n  w o r k  i n c r e a s e d  r ap id ly .  The p r o d u c t i o n  i ndex  r o s e  to 180 
as  c o m p a r e d  wi th  140 in 1938. (The b a s e  y e a r s  u s e d  fo r  th i s  i n d e x  a r e  
1934-36 . )  C o n s u m p t i o n  r o s e  to an a v e r a g e  l e v e l  f r o m  5 to 10 p e r c e n t  
above p r e w a r ,  and the r a p i d  c o m m o d i t y  t u r n o v e r  t e n d e d  to d i s t r a c t  
a t t en t i on  f r o m  the i n f l a t i o n a r y  p r i c e  t r e n d .  I m p o r t s  i n c r e a s e d  un t i l  t h e y  
r e a c h e d  a to ta l  of 2 . 4  b i l l i o n  d o l l a r s  in  1953. U n f o r t u n a t e l y ,  t h e r e  was  
not a p a r a l l e l  ga in  in e x p o r t s  wh ich  in the s a m e  y e a r  a m o u n t e d  to on ly  
1 .3  b i l l i on  d o l l a r s ,  l e a v i n g  a de f i c i t  in J a p a n ' s  o v e r s e a s  t r a d i n g  accoun t  
of 1.1 b i l l i o n  d o l l a r s .  Spec i a l  d o l l a r  e x p e n d i t u r e s  and i n v i s i b l e  e a r n -  
ings ,  h o w e v e r ,  b r o u g h t  the  ne t  de f i c i t  down to only  200 m i l l i o n  d o l l a r s .  

The d i s e q u i l i b r i u m  b e t w e e n  J a p a n ' s  e x p o r t s  and  i m p o r t s  c o n t i n u e s  
to be the m o s t  s i gn i f i c an t  i n d i c a t i o n  of the g r a v i t y  of the c o u n t r y ' s  b a s i c  
e c o n o m i c  p r o b l e m - - t h e  n e c e s s i t y  of f ind ing  m e a n s  of i n c r e a s i n g  e x p o r t s  
by  at l e a s t  700 to 800 m i l l i o n  d o l l a r s  p e r  y e a r .  U n i t e d  S ta tes  m i l i t a r y  
s p e n d i n g  in  J apan  m u s t  be c o n s i d e r e d  only  a t e m p o r a r y  f a c t o r  in  J a p a n ' s  
b a l a n c e  of p a y m e n t s .  The  c e s s a t i o n  of K o r e a n  h o s t i l i t i e s ,  the p a r t i a l  
w i t h d r a w a l  of our  f o r c e s  f r o m  Japan  and  K o r e a ,  and  r e d u c e d  o f f s h o r e  
p r o c u r e m e n t  in J a p a n  have  a l r e a d y  d e c r e a s e d  the l e v e l  of U n i t e d  S ta tes  
s p e n d i n g  c o n s i d e r a b l y  and the  t r e n d  is  e x p e c t e d  to con t i nue .  
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M o r e  than  a y e a r  ago, the J a p a n e s e  G o v e r n m e n t  a t t e m p t e d  what  
has  b e e n  c a l l e d  an a u s t e r i t y  p r o g r a m  in an e f fo r t  to a r r e s t  i n f l a t i on  and 
r e d u c e  the f o r e i g n  t r a d e  gap. The p r o g r a m  i n c l u d e d  m o r e  s t r i n g e n t  
c r e d i t  c o n t r o l s  to r e d u c e  n o n p r o d u c t i v e  use  of the  c o u n t r y ' s  r e s o u r c e s ,  
d e c r e a s e d  g o v e r n m e n t  spend ing ,  and m e a s u r e s  d e s i g n e d  to r e d u c e  i m -  
p o r t s  and s t i m u l a t e  e x p o r t s .  Af t e r  s o m e  m o n t h s  t h e s e  m e a s u r e s  b e g a n  
to show g r a t i f y i n g  r e s u l t s  which  w e r e  r e f l e c t e d  in c h a n g i n g  c o n s u m p t i o n  
t r e n d s ,  a s l owing  down of the r i s e  in w h o l e s a l e  p r i c e s ,  and a n a r r o w i n g  
of the gap b e t w e e n  e x p o r t s  and i m p o r t s .  The ga ins  w e r e ,  h o w e v e r ,  by  
no m e a n s  p a i n l e s s .  They  w e r e  a c c o m p a n i e d  by c o n d i t i o n s  which  a c c e n -  
t u a t e d  the p o l i t i c a l  u n a t t r a c t i v e n e s s  of the  d i s i n f l a t i o n a r y  p r o g r a m .  
T h e s e  c o n d i t i o n s  i n c l u d e d  a r e d u c t i o n  in the amoun t  of i n v e s t m e n t  c a p i -  
t a l  ava i l ab l e  fo r  (a) the e x p a n s i o n  and m o d e r n i z a t i o n  of i n d u s t r y ,  (b) 
l and  r e c l a m a t i o n ,  and (c) o t h e r  e c o n o m i c  d e v e l o p m e n t  p u r p o s e s .  They  
a l so  i n c l u d e d  an i n c r e a s e  in  u n e m p l o y m e n t .  

N e v e r t h e l e s s ,  the p r o g r a m  has  c o n t i n u e d  in e f f ec t  and was  l a r g e l y  
r e s p o n s i b l e  fo r  the i m p r o v e d  r e l a t i o n s h i p  in 1954 b e t w e e n  J a p a n ' s  ex -  
p o r t s  and i m p o r t s  and fo r  the fac t  that  the c o u n t r y ' s  b a l a n c e  of p a y m e n t s  
shows  a 100-milLion-dol la~r  s u r p l u s  fo r  the  y e a r .  The m e d i c i n e  t a s t e d  
bad;  it m a d e  the pa t i en t  u n c o m f o r t a b l e ;  but  i t  b rough t  about  i m p r o v e m e n t  
in  the m a l a d y .  

T h e r e  a r e  a d d i t i o n a l  i n t e r n a l  s t e p s  which  J a p a n  cou ld  take  to i m -  
p r o v e  i t s  e c o n o m i c  pos i t i on .  One is  to put out the w e l c o m e  m a t  f o r  
f o r e i g n  i n v e s t o r s  who a p p e a r  w i l l i n g  to put both  m o n e y  and k n o w - h o w  
into  J a p a n  fo r  a f a i r  r e t u r n ;  a n o t h e r  is  to i m p r o v e  the u se  of a v a i l a b l e  
d o m e s t i c  c a p i t a l  by  i m p o s i n g  s e l e c t i v e  c r e d i t  c o n t r o l s  as  c o n t r a s t e d  
wi th  l a r g e l y  quan t i t a t i ve  c o n t r o l s  wh ich  have  b e e n  i m p o s e d  to da te .  

The  U n i t e d  S ta tes  has  e n d e a v o r e d  in  v a r i o u s  w a y s  to a s s i s t  J a p a n  
to so lve  i t s  e c o n o m i c  p r o b l e m s  s i n c e  the  war .  The m o s t  s u b s t a n t i a l  
a id  has  b e e n  the p o s t w a r  o u t r i g h t  a id  t o t a l i n g  c l o s e  to 2 b i l l i on  d o l l a r s  
of r e c o n s t r u c t i o n  a s s i s t a n c e  and the s u b s e q u e n t  s p e c i a l  d o l l a r  e x p e n d i -  
t u r e s .  In add i t ion ,  the  U n i t e d  S ta tes  has  b e e n  e n d e a v o r i n g  to b r i n g  
J a p a n  in to  the  m e m b e r s h i p  of 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), and thus  ob ta in  the b e n e f i t s  of m o s t - f a v o r e d - n a t i o n  
t r e a t m e n t  and  of m u l t i l a t e r a l  n e g o t i a t i o n s  d e s i g n e d  to r e d u c e  b a r r i e r s  
to i n t e r n a t i o n a l  t r a d e .  

J a p a n ' s  e f f o r t s  to i n c r e a s e  e x p o r t s  have  not  only  b e e n  h a n d i c a p p e d  
by  the h igh  p r o d u c t i o n  c o s t s  r e s u l t i n g  p a r t l y  f r o m  the r i s i n g  p r i c e s  of 
i m p o r t e d  m a t e r i a l s  and p a r t l y  f r o m  low p r o d u c t i v i t y ,  but  a l s o  f r o m  the 
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i n a b i l i t y  to b e n e f i t  f r o m  the m u l t i l a t e r a l  r e d u c t i o n s  in  the t a r i f f s  of 
m a n y  c o u n t r i e s  as  a r e s u l t  of n e g o t i a t i o n s  u n d e r  G A T T .  At the p r e s e n t  
t i m e ,  n e g o t i a t i o n s  which,  we hope,  w i l l  e n a b l e  J a p a n  to b e c o m e  a fu l l  
p a r t i c i p a n t  fin the G A T T  a r e  u n d e r  way  at  Geneva .  

It  i s  hoped  tha t  t h e s e  and  o t h e r  m e a s u r e s  to i n c r e a s e  J a p a n ' s  ex-  
p o r t s ,  i n c l u d i n g  a c o n t i n u a t i o n  of the d i s i n f l a t i o n a r y  p r o g r a m ,  w i l l  
g r a d u a l l y  but  s t e a d i l y  r e d u c e  the p r o p o r t i o n s  of J a p a n ' s  s e r i o u s  e c o -  
nomic  p r o b l e m ;  a p r o b l e m  which ,  i f  con t inued ,  would  not on ly  j e o p a r d -  
i z e  the c o u n t r y ' s  i n t e r n a l  p o l i t i c a l  s t a b i l i t y ,  but  m i g h t  m a k e  the  J a p a n e s e  
G o v e r n m e n t  and peop le  m o r e  r e s p o n s i v e  to o v e r t u r e s  of the C o m m u n i s t  
wor ld .  

A l though  the p o t e n t i a l  f o r  t r a d e  b e t w e e n  J a p a n  and C o m m u n i s t  C h i n a  
i s  l i m i t e d  b y  the fac t  tha t  C o m m u n i s t  C h i n a  and the Sovie t  b loc  have  
v e r y  few c o m m o d i t i e s  a v a i l a b l e  fo r  e x p o r t  w h i c h  a r e  of i m p o r t a n c e  to 
Japan ,  p r e s s u r e  i s  i n c r e a s i n g  in  J a p a n  fo r  r e l a x a t i o n  of c o n t r o l s  on t h i s  
t r a d e .  It  m u s t  be r e m e m b e r e d  tha t  J a p a n  c o n t r o l l e d  bo th  ends  of p r e w a r  
m a i n l a n d  t r a d e ,  w h e r e a s  now it  m u s t  dea l  w i th  C o m m u n i s t  C h i n a  t h r o u g h  
a c u m b e r s o m e ,  i n e f f i c i e n t  s t a t e  t r a d i n g  se tup ,  and tha t  the b u l k  of M a n -  
c h u r i a n  s o y b e a n s - - w h i c h  w e r e  the b a c k b o n e  of p r e w a r  S i n o - J a p a n e s e  
t r a d e - - a r e  now going  to the  USSR. T r a d e  wi th  m a i n l a n d  C h i n a  h a s  b e e n  
i n c r e a s i n g  s o m e w h a t  and w i l l  p r o b a b l y  con t inue  to i n c r e a s e  s l o w l y ,  but  
i t  i s  not  the s o l u t i o n  to J a p a n ' s  b a s i c  e c o n o m i c  p r o b l e m ,  and t h e r e  a r e  
a g r e a t  m a n y  peop l e  who know t h i s .  

As  the J a p a n e s e  w o r k  fo r  the i m p r o v e m e n t  of t h e i r  e c o n o m y ,  t h e i r  
e y e s  i n e v i t a b l y  t u r n  to the  c o u n t r i e s  of S o u t h e a s t  A s i a  whose  m a r k e t s  
and r e s o u r c e s  a r e  so i m p o r t a n t  to J a p a n ' s  e c o n o m i c  w e l l - b e i n g .  The  
i n t e r d e p e n d e n c e  b e t w e e n  J a p a n  and t hose  c o u n t r i e s  is  one of two r e a s o n s  
why  the e c o n o m i c  d e v e l o p m e n t  of S o u t h e a s t  A s i a  i s ,  in  the  op in ion  of 
m a n y  of us ,  so i m p o r t a n t  an e l e m e n t  in  the  s t r u g g l e  a g a i n s t  c o m m u n i s m  
in  the F a r  E a s t .  The  o t h e r  r e a s o n  i s  the i m p o r t a n c e  of p r e v e n t i n g  the  
C h i n e s e  C o m m u n i s t s  f r o m  c o n v i n c i n g  the p e o p l e s  of S o u t h e a s t  A s i a  tha t  
the  C o m m u n i s t  r o a d  t o w a r d  the goa l  of e c o n o m i c  w e l l - b e i n g  f u r n i s h e s  a 
b e t t e r  and  f a s t e r  m e a n s  of r e a c h i n g  tha t  goa l  than  does  the  d e m o c r a t i c  
r oad .  

Tha t  i s  the d o c t r i n e  which  the C o m m u n i s t s  h a v e  b e e n  p r e a c h i n g  in  
S o u t h e a s t  A s i a .  The c l a i m s  of e c o n o m i c  i m p r o v e m e n t  wh ich  the  C h i n e s e  
C o m m u n i s t s  have  b e e n  m a k i n g  a r e  d a n g e r o u s  p r o p a g a n d a  i n d e e d  as  i t  
f a l l s  upon the e a r s  of the c o m m o n  m a n  of S o u t h e a s t  A s i a w h o s e  i n t e l l e c -  
t ua l  h o r i z o n  i s  l i m i t e d ,  who has  no deep b e l i e f  in  the p r i n c i p l e s  of 



d e m o c r a c y  as we u n d e r s t a n d  them and l i t t l e  knowledge about o r  f e a r  
of c o n t e m p o r a r y  c o m m u n i s m ,  but who does y e a r n  for  a b e t t e r  way of 
l i fe and for  a h ighe r  s t anda rd  of l iv ing.  

Now I mus t  speak  about th i s  o the r  s egmen t  of the As ian  economic  
scene ,  the underdeve loped  c o u n t r i e s  of Southeas t  As ia ;  the e c o n o m i e s  
of these  coun t r i e s  a re  not iden t i ca l .  Al l  of the coun t r i e s ,  however ,  
p r e s e n t  some common  and fundamen ta l  c h a r a c t e r i s t i c s - - a l l  have a g r a r -  
ian  e c o n o m i e s ;  a l l  have a low p e r  cap i t a  income which p r e v e n t s  the 
f o r m a t i o n  of enough domes t ic  cap i t a l  to keep pace with the need for  in-  
v e s t m e n t s  for  pu rpose s  of e s s e n t i a l  economic  development ;  a l l  need 
g r e a t e r  economic  d i v e r s i f i c a t i o n  to reduce  t h e i r  e x c e s s i v e  dependence  
upon a few s o u r c e s  of income;  a l l  have bount i fu l  r e s o u r c e s  and a suffi~- 
c i en t  populat ion to provide  the n e c e s s a r y  l abo r  fo rce  and consumpt ion  
demand  to suppor t  the p r o c e s s  of economic  deve lopment .  

The b a s i c  economic  p r o b l e m  of these  c o u n t r i e s  i s  to r a i s e  the in-  
come of the i r -peop le  and thus be able to obta in  the addi t iona l  r e s o u r c e s  
which they  need for  m o r e  ample  economic  p r o g r e s s .  F r o m  our  s t and-  
point,  the a c h i e v e m e n t  of that  objec t ive  i s  h igh ly  i m p o r t a n t  fo r  the 
r e a s o n s  which I have a l r e a d y  ment ioned .  M a l a y a  and the p h i l i p p i n e s  
have the h ighes t  p e r  cap i t a  i n c o m e s  in  Southeas t  A s i a - - t h e  f igure  approx i -  
m a t e s  200 Uni t ed  Sta tes  do l l a r s  a y e a r .  The f igure  for  Ceylon  is  about 
one -ha l f  that  amount .  In Thai land,  F r e e  V i e t - N a m ,  Cambodia ,  and 
Laos ,  i t  r a n g e s  f rom $60 to $75, whi le  in B u r m a  it  is  even lower ,  about 
$50. Ours  i s  a p p r o x i m a t e l y  $1, 900 p e r  y e a r .  It i s  obvious that  in a r e a s  
of r a p i d l y  i n c r e a s i n g  popula t ions  such i n c o m e s  can  b a r e l y  s a t i s f y  b a s i c  
human  needs  and leave  l i t t le  or  nothing fo r  s av ings .  

T h e s e  b a s i c  p r o b l e m s  of low p roduc t iv i t y  and low i n c o m e s  have an 
acute  p o l i t i c a l  s ign i f i cance  in those  c o u n t r i e s  of the F a r  E a s t  which  
have  ach ieved  t h e i r  independence  s ince  the wa r .  Among the m a n y  p rob-  
l e m s  of the g o v e r n m e n t s  of those  c o u n t r i e s  has  been  that  of s a t i s f y i n g  the 
economic  a s p i r a t i o n s  of t h e i r  people ;  thus p r even t i ng  the hope which 
po l i t i c a l  independence  b rough t  to them f rom be ing  r e p l a c e d  by b i t t e r  d i s -  

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

I would s a y  p e r h a p s  the b igges t  p r o b l e m  of Southeas t  A s i a  is  that  
of f inding some m e a n s  of t id ing  the peoples  in t hese  newly  independen t  
c o u n t r i e s  ove r  the f o r m a t i v e  y e a r s ,  the infant  y e a r s  of t h e i r  na t i ona l  
l i fe .  By doing th i s  they  wi l l  see  that  th rough  independence  and by  m e a n s  
of d e m o c r a t i c  me thods  they  r e a l l y  can  ach ieve  the kind of life,  the 
s t anda rd  of l iv ing,  that  t h e i r  l e a d e r s  have told t hem wi l l  follow if they  

p u r s u e  the c o u r s e  of d e m o c r a c y .  
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The e c o n o m i c a l l y  u n d e r d e v e l o p e d  c o u n t r i e s  of the  F a r  E a s t ,  p r e -  

v i o u s l y  m e n t i o n e d ,  fa l l  into two c a t e g o r i e s :  T h o s e  which,  s i n c e  the l a s t  
war ,  have  b e e n  v i c t i m s  of d i r e c t  C o m m u n i s t  a g g r e s s i o n ,  such  as Korea ,  
the  f o r m e r  A s s o c i a t e d  S ta tes  of Indochix~a, and Ta iwan;  and the  r e m a i n d e r ,  
which  i n c l u d e s  the s o - c a l l e d  n e u t r a l i s t  c o u n t r i e s  of B u r m a  and I n d o n e s i a  
as we l l  as  the P h i l i p p i n e s ,  Tha i l and ,  and Malaya .  T h e s e  l a t t e r  c o u n t r i e s  
a r e  c o m m i t t e d  to the s t r u g g l e  aga ins t  c o m m u n i s m  and a r e  b e a r i n g  a 
l a r g e  b u r d e n  of m i l i t a r y  e x p e n d i t u r e s .  

War  o r  the t h r e a t  of w a r  is  the d o m i n a t i n g  f a c t o r  in the e c o n o m i e s  
of the f i r s t  g roup  of c o u n t r i e s .  K o r v a  is pa in fu l ly  s t r u g g l i n g  to r e c o v e r  
f r o m  the s h a t t e r i n g  e f f ec t s  of the m a s s i v e  d e s t r u c t i o n  of the  war ,  added  
to the d i s r u p t i o n s  c a u s e d  by the p h y s i c a l  d i v i s i o n  of the p e n i n s u l a  and  by  
the e a r l i e r  p r o b l e m s  r e s u l t i n g  f r o m  the r e p a t r i a t i o n  of the  J a p a n e s e  who 
had b e e n  key f i g u r e s  in the p r e w a r  e c o n o m y  of the coun t ry .  

With m a s s i v e  aid f r o m  the Un i t ed  S t a t e s - - w h i c h  th is  y e a r  a lone  wi l l  
to ta l  s o m e  700 m i l l i o n  d o l l a r s - - s t r e n u o u s  e f fo r t s  a r e  b e i n g  m a d e  to b ind  
the wounds  of w a r  and deve lop  an e c o n o m y  capab l e  of s u p p o r t i n g  a t o l e r -  
able  s t a n d a r d  of l iv ing  and a l a r g e  d e f e n s e  o r g a n i z a t i o n .  K o r e a  has  the 
l a r g e s t ,  b e s t  equ ipped ,  and m o s t  b a t t l e t e s t e d  m i l i t a r y  f o r c e  in  f r e e  As i a .  
E c o n o m i c  p r o g r e s s  has  b e e n  a c h i e v e d  and p r o d u c t i o n  g e n e r a l l y  i s  above  
p r e i n v a s i o n  l e v e l s .  D e s p i t e  h e a v y  f i nanc i a l  aid, h o w e v e r ,  c h r o n i c  i n -  
f l a t ion  c o n t i n u e s  to e x i s t  and v e r y  s u b s t a n t i a l  f u r t h e r  aid on ou r  p a r t  in 
the  fu tu re  wi l l  be n e e d e d .  

The  p r o b l e m s  c r e a t e d  by the h e a v y  d e f e n s e  e s t a b l i s h m e n t  in Ta iwan  
have  b e e n  c o m p l i c a t e d  by  the s h o r t a g e  of the i s l a n d ' s  r e s o u r c e s  and i t s  
r a p i d l y  g r o w i n g  popula t ion .  L a r g e  a m o u n t s  of Un i t ed  S ta tes  a id  a r e  
n e e d e d  to e n c o u r a g e  and a s s i s t  Ta iwan  in d e v e l o p i n g  the kind of l oca l  i n -  
d u s t r i e s  wh ich  wi l l  s u p p l e m e n t  the e s s e n t i a l l y  a g r a r i a n  e c o n o m y  and ho ld  
in c h e c k  the i n f l a t i o n a r y  f o r c e s  c r e a t e d  by the  l a r g e  e x p e n d i t u r e s  on the  
m i l i t a r y  e s t a b l i s h m e n t .  In Taiwan,  as in Korea ,  the we igh t  of the p r e s -  
s u r e  of the  m i l i t a r y  d e f e n s e  e s t a b l i s h m e n t  b u r d e n  on a l i m i t e d  and w e a k  
e c o n o m y  would  c o l l a p s e  that  e c o n o m y  qu i ck ly  wi thou t  v e r y  l a r g e  a m o u n t s  
of Un i t ed  S ta te s  a s s i s t a n c e .  

To the west, Cambodia, Laos and Viet-Nam face extremely serious 
economic problems caused in part by outright Communist aggression 
following upon the economic disruption caused by the Japanese occupation. 
Under these conditions, the low per capita income of these countries has 
not increased, the gross national product has declined considerably, and 
heavy foreign trade deficits exist. All three countries, however, have 
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i m p o r t a n t  n a t u r a l  r e s o u r c e s  and o t h e r  r e q u i r e m e n t s  for  a v i ab l e  e c o n -  
o m y  if i n t e r n a l  s e c u r i t y  can  be e s t a b l i s h e d  and the t h r e a t  of a g g r e s s i o n  
c h e c k e d .  

St i l l  w e s t w a r d  of t h e s e  t h r e e  c o u n t r i e s  l i e s  the  r i c e  bowl  of South-  
e a s t  As ia ,  wh ich  is owned  by  Tha i l and  and B u r m a .  Both  c o u n t r i e s  have  
e x t e n s i v e  n a t u r a l  r e s o u r c e s ,  but the e c o n o m y  of bo th  is  s t i l l  l a r g e l y  de-  
p e n d e n t  upon the p r o d u c t i o n  of r i c e .  About  92 p e r c e n t  of T h a i l a n d ' s  
a g r i c u l t u r a l  a r e a  is  devo t ed  to r i c e ,  wh ich  accoun t s  fo r  about t w o - t h i r d s  
of the c o u n t r y ' s  e x p o r t s  and for  about  o n e - f o u r t h  of i t s  g o v e r n m e n t a l  
r e v e n u e .  

B e f o r e  the war ,  B u r m a  was the  w o r l d ' s  l a r g e s t  e x p o r t e r  of r i c e ,  
but  c u r r e n t  p r o d u c t i o n  is  stiI1 m o r e  than  10 p e r c e n t  be low the  p r e w a r  
f i g u r e .  T h e r e  is  in  both  c o u n t r i e s  a l a r g e  a c c u m u l a t e d  r i c e  s u r p l u s .  The  
e f fec t  of tha t  s u r p l u s  has  b e e n  r e l a t i v e l y  m o r e  s e r i o u s  in  T h a i l a n d  w h e r e  
the e f f ec t s  of d e c r e a s e d  r i c e  e x p o r t s  c o i n c i d e d  wi th  the  fa l l  in p r i c e  of 
two o t h e r  i m p o r t a n t  T h a i l a n d  e x p o r t s ,  r u b b e r  and tin,  and c a u s e d  an un -  
f a v o r a b l e  t r a d e  b a l a n c e  which  has  not  ye t  b e e n  c o r r e c t e d  d e s p i t e  the i m -  
p o s i t i o n  of i m p o r t  and exchange  c o n t r o l s .  

B u r m a ,  on the o t h e r  hand,  has  b e e n  m o r e  f o r t u n a t e  in hav ing  a 
f a v o r a b l e  t r a d e  b a l a n c e  s i n c e  the w a r b e c a u s e  it has  a m o r e  d i v e r s i f i e d  
e c o n o m y .  B u r m a  has  a l s o  m a d e  s u b s t a n t i a l  p r o g r e s s  in e c o n o m i c  p l a n -  
n ing  and has  a c h i e v e d  a 5 - p e r c e n t  i n c r e a s e  in g r o s s  n a t i o n a l  p r o d u c t  
e a c h  y e a r  s i nce  1950. Recen t ly ,  the i m p a c t  of s p e n d i n g  on d e v e l o p m e n t a l  
p r o j e c t s  has  a c c e n t u a t e d  the d a n g e r  of in f l a t ion .  

H e r e  again ,  as is  s o m e w h a t  the c a s e  of Japan ,  we s e e  an i l l u s t r a t i o n  
of the fac t  tha t  fo r  a l m o s t  e v e r y  ac t i on  in the e c o n o m i c  f ie ld ,  t h e r e  is  
p r o d u c e d  a r e a c t i o n .  V e r y  of ten  ac t ions  that  a r e  t aken  fo r  he lpfu l ,  b e n e -  
f ic ia l ,  and  c o n s t r u c t i v e  p u r p o s e s  p r o d u c e  r e a c t i o n s  wh ich  a r e  u n p l e a s a n t ,  
s o m e t i m e s  a l m o s t  i n t o l e r a b l e .  In B u r m a ,  wh ich  has  done an e x c e l l e n t  
job in  the f i e ld  of e c o n o m i c  p lann ing ,  t h e r e  is  now b e g i n n i n g  to a p p e a r  
s o m e  s i g n s  of g r o w i n g  i n f l a t i o n a r y  p r e s s u r e s  r e s u l t i n g  f r o m  i n v e s t m e n t s  
fo r  e c o n o m i c  d e v e l o p m e n t  p u r p o s e s .  An a c c e n t u a t i o n  of th i s  s i t u a t i o n  
m i g h t  i m p o s e  r e s t r a i n t s  upon  the c o u r s e s  of ac t ion  wh ich  the  c o u n t r y  n e e d s  
to pul l  i t s e l f  up f r o m  i ts  r e a l t i v e l y  low e c o n o m i c  pos i t i on .  

E c o n o m i c  p r o g r e s s  in  B u r m a  s i n c e  the wa r  has  b e e n  i m p e d e d  by  
i n t e r n a l  i n s t a b i l i t y  r e s u l t i n g  p a r t l y  f r o m  d i f f i cu l t i e s  e x p e r i e n c e d  by a 
n e w l y  i n d e p e n d e n t  g o v e r n m e n t  and p a r t l y  f r o m  g u e r r i l l a  o p e r a t i o n s .  
One o r  both  of t h o s e  c a u s e s  of i n t e r n a l  u n r e s t  and w e a k n e s s  have  a l so  
c a u s e d  p r o b l e m s  in  Malaya ,  Indonesia~ and the P h i l i p p i n e s .  



Malaya  is  an i m p o r t a n t  p r o d u c e r  Of n u m e r o u s  r aw p r o d u c t s  and 
one of the p r i n c i p a l  w o r l d  s u p p l i e r s  of r u b b e r  and  t in,  and  i t s  e c o n o m y  
is  h igh ly  v u l n e r a b l e  to f l uc tua t ions  in the w o r l d  p r i c e s  of t hose  c o m -  
m o d i t i e s .  It is  the m o s t  i m p o r t a n t  d o l l a r  p r o d u c e r  of the B r i t i s h  C o m -  
m o n w e a l t h ,  and i t s  i n t e r n a l  s e c u r i t y  is a m a t t e r  of both  p o l i t i c a l  and 
e c o n o m i c  i n t e r e s t  to the B r i t i s h  G o v e r n m e n t ,  w h i c h  s i n c e  1938, has  
w a g e d  w a r  a g a i n s t  a r e l a t i v e l y  s m a l l  n u m b e r  of u n i n f o r m e d  C o m m u n i s t  
g u e r r i l l a s  who have  t e r r o r i z e d  the  c o u n t r y  and  i n f l i c t e d  h e a v y  d a m a g e .  
The  r e e s t a b l i s h m e n t  of law and o r d e r  is  e s s e n t i a l  to M a l a y a ' s  f u r t h e r  
e c o n o m i c  p r o g r e s s  and b e t t e r  e c o n o m i c  d i v e r s i f i c a t i o n .  

While  I am not c e r t a i n  that  I can  wi th  p r o p r i e t y  d i v e r t  you wi th  
s t o r i e s  of beau t i fu l  s p i e s  in  S ingapore ,  I could,  if I had  t i m e ,  t e l l  you 
in s o m e  de t a i l  about  the g u e r r i l l a  w a r f a r e  wh ich  has  b e e n  w a g e d  in  
Ma laya  s i n c e  1948 and which  i l l u s t r a t e s  g r a p h i c a l l y  the d i f f icu l ty  of c o m -  
ing  to g r i p s  wi th  the i m p e d i m e n t s  to p o l i t i c a l  a n d  e c o n o m i c  d e v e l o p m e n t  
wh ich  can  deve lop  in the a b s e n c e  of law and o r d e r  in  the F a r  E a s t .  
S c a t t e r e d  t h r o u g h  the j ung l e s  of Malaya ,  u n i n f o r m e d  C o m m u n i s t  t e r r o r i s t ~  
have  " p i n n e d  down" m u c h  l a r g e r  n u m b e r s  of B r i t i s h  e m e r g e n c y  f o r c e s ,  
w e l l  t r a i n e d  and with a l l  the r e q u i r e m e n t s  fo r  m i l i t a r y  s u c c e s s .  D u r i n g  
s e v e n  y e a r s  of e f for t ,  i t  has  not b e e n  p o s s i b l e  to w e e d  out of M a l a y a  
th is  f e s t e r i n g  g rowth  which  has  i m p e d e d  the c o u n t r y ' s  e c o n o m i c  p r o g r e s s  
and i t s  p o l i t i c i a l  s t ab i l i t y .  It is  a v e r y  d r a m a t i c  and v e r y  i m p o r t a n t  
i l l u s t r a t i o n  of one of the b a s i c  p r o b l e m s  wh ich  the f r e e  w o r l d  f a c e s  in 
As i a .  

M a l a y a ' s  s o u t h e r n  n e i g h b o r ,  I n d o n e s i a ,  i s  the g r e a t e s t  w o r l d  s o u r c e  
of n a t u r a l  r u b b e r ,  one of the t h r e e  g r e a t  p r o d u c e r s  of t in,  and an i m -  
p o r t a n t  p r o d u c e r  of p e t r o l e u m .  T h o s e  t h r e e  p r o d u c t s  a c c o u n t e d  fo r  two-  
t h i r d s  of I n d o n e s i a ' s  e x p o r t s  in 1954 and f u r n i s h e d  the g r e a t e r  p a r t  of the  
c a s h  i n c o m e  of the peop le .  F a l l i n g  w o r l d  r aw m a t e r i a l  p r i c e s  c o m m e n c e d  
a h e a v y  d r a i n  on the  c o u n t r y ' s  f o r e i g n  e x c h a n g e  r e s e r v e s  in  1952 and, 
whi le  the d r a i n  has  b e e n  c h e c k e d ,  the  g e n e r a l  e c o n o m i c  s i tuat iQn c o n -  
t i nues  to be d i f f icu l t  and def ic i t  f i n a n c i n g  has  c r e a t e d  i n f l a t i o n a r y  p r e s -  
s u r e s .  Sound p lann ing ,  d i v e r s i f i c a t i o n ,  i n c r e a s e d  p r o d u c t i v i t y  and, of 
c o u r s e ,  the t y p i c a l  A s i a n  n e e d  fo r  m o r e  i n v e s t m e n t  c a p i t a l  a r e  n e e d e d  
b a d l y  in  th i s  l a r g e  and e x t r e m e l y  i m p o r t a n t  c o u n t r y .  

The f o r m e r  i n t e r n a l  s e c u r i t y  p r o b l e m  of the P h i l i p p i n e s  has  
g r e a t l y  d e c r e a s e d  and c o n s i d e r a b l e  e c o n o m i c  p r o g r e s s  has  r e c e n t l y  b e e n  
a c c o m p l i s h e d .  T h e r e  has  b e e n  a s t e a d y  i n c r e a s e  in the  p r o d u c t i o n  of 
a l m o s t  a l l  the  i m p o r t a n t  c o m m o d i t i e s  and a s t e a d y  r i s e  in i n d u s t r i a l  out-  
put s i n c e  the w a r .  The g r o s s  na t iona l  p r o d u c t  r o s e  25 p e r c e n t  b e t w e e n  
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1950 and 1953. D o m e s t i c  p r i c e s  have  b e e n  r e l a t i v e l y  s t ab l e  and no 
d a n g e r o u s  i n f l a t i o n a r y  t r e n d s  a r e  e v i d e n t .  The  g o v e r n m e n t  has  shown  
k e e n  i n t e r e s t  in e c o n o m i c  p l a n n i n g  and in m e a n s  of a t t r a c t i n g  f o r e i g n  
i n v e s t m e n t  cap i ta l .  T h e r e  is  a g r a t i f y i n g  and g r o w i n g  a w a r e n e s s  of the 
c o u n t r y ' s  e c o n o m i c  n e e d s  a m o n g  bo th  publ ic  and p r i v a t e  F i l i p i n o s .  
C o n s i d e r i n g  the fact  that  the P h i l i p p i n e s  w e r e  in a s e r i o u s  e c o n o m i c  
s i t ua t ion  not  long  ago, the  i s l a n d s  today  a r e  c e r t a i n l y  one of the b r i g h t e r  
spo ts  on the A s i a n  e c o n o m i c  s c e n e .  

In m y  r e m a r k s  about  Japan ,  I m e n t i o n e d  s o m e  of the r e m e d i a l  
m e a s u r e s  w h i c h  tha t  s i t ua t ion  r e q u i r e s .  What a re  t h e  m o s t  e f f e c t i v e  
r e m e d i e s  w h i c h  can  be a d m i n i s t e r e d  to g ive  g r e a t e r  h e a l t h  and s t r e n g t h  
to the r e s t  of As ia ,  to the u n d e r d e v e l o p e d  c o u n t r i e s  w h i c h  I have  b e e n  
d i s c u s s i n g ?  T h e s e  r e m e d i e s  a re ,  I think,  four  in n u m b e r :  

F i r s t  and m o s t  e s s e n t i a l  is a d d i t i o n a l  f i n a n c i a l  r e s o u r c e s .  The l a s t  
C o l o m b o  P l a n  Repor t ,  whi le  c i t i ng  p r o g r e s s  in  e c o n o m i c  d e v e l o p m e n t  in  
the C o l o m b o  P l a n  c o u n t r i e s ,  spoke  f e e l i n g l y  of the c o n t i n u e d  s h o r t a g e  of 
r e s o u r c e s  wh ich  k e e p s  wide  the gap b e t w e e n  what  has  b e e n  done and 
what  n e e d s  to be  done .  In no c o u n t r y  of the a r e a  e x c e p t  J a p a n  is  t h e r e  
su f f i c i en t  i n t e r n a l  c a p i t a l  to f i nance  d e v e l o p m e n t a l  n e e d s .  In s o m e  
c o u n t r i e s  t h e r e  has  b e e n  an i n c r e a s e  in  i n d i g e n o u s  c a p i t a l - - m u c h  of i t  
in  the  hands  of l o c a l  C h i n e s e : - b u t  the d e m a n d  v a s t l y  e x c e e d s  the  supply .  
D e p e n d e n c e  upon e x t e r n a l  s o u r c e s  of i n v e s t m e n t  c ap i t a l  i s  t h e r e f o r e  a 
c o m m o n  c h a r a c t e r i s t i c  of t h e s e  c o u n t r i e s .  

Whi le  t h e r e  has  b e e n  s o m e  p r i v a t e  f o r e i g n  i n v e s t m e n t  s i n c e  the w a r ,  
m u c h  of i t  f r o m  c o m p a n i e s  that  a l r e a d y  had  m a d e  l a r g e  i n v e s t m e n t s  in  
oil,  r u b b e r ,  tin, and o t h e r  p r o j e c t s ,  the flow of c a p i t a l  has  b e e n  a t r i c k l e  
c o m p a r e d  wi th  the need .  T h e r e  a r e  s t i l l  s u b s t a n t i a l  f o r e i g n  i n v e s t m e n t s  
in  t h e s e  c o u n t r i e s  ( B r i t i s h  c a p i t a l  in  Ma laya  and  B o r n e o ,  Dutch c a p i t a l  
in  I n d o n e s i a ,  s o m e  A m e r i c a n  and o t h e r  f o r e i g n  c a p i t a l  t h r o u g h o u t  the 
a rea )  but  new c a p i t a l  is  n e e d e d .  Un t i l  l oca l  c o n d i t i o n s ,  m e a n i n g  p r i m a r -  
i ly,  the  C o m m u n i s t  t h r e a t  and the a t t i t ude  of l oca l  g o v e r n m e n t s  t o w a r d  
p r i v a t e  i n v e s t m e n t ,  b e c o m e  m o r e  a t t r a c t i v e  to p r i v a t e  cap i t a l ,  the  n e e d  
wi l l  have  to be f i l l e d  f r o m  n o n p r i v a t e  s o u r c e s  if  at a l l .  

F r o m  the end  of the w a r  to 30 June  1954, the U n i t e d  S ta tes  m a d e  
a v a i l a b l e  to the c o u n t r i e s  of the F a r  E a s t  in  n o n m i l i t a r y  aid 5. 695 b i l l i o n  
d o l l a r s ,  of wh ich  5. 226 b i l l i o n  d o l l a r s  w e r e  in  the f o r m  of g r a n t s .  
J a p a n  was the  l a r g e s t  r e c i p i e n t  with 2 . 4 9  b i l l i o n  d o l l a r s ,  wh i l e  the 
P h i l i p p i n e s  r e c e i v e d  805 m i l l i o n  d o l l a r s .  
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Desp i t e  th is  i n fus ion  of funds,  m u c h  of wh ich  was s p e n t  to r e p a i r  
w a r  d a m a g e ,  the  u n s a t i s f i e d  n e e d  fo r  e c o n o m i c  d e v e l o p m e n t  c a p i t a l  
c o n t i n u e s .  T h e r e  is a l i m i t  to the c a p a c i t y  of the  c o u n t r i e s  to a b s o r b  
add i t i ona l  cap i t a l  wi thout  p r o d u c i n g  d a m a g i n g  in f la t ion ,  but  tha t  l i m i t  
has  not ye t  b e e n  r e a c h e d .  

The  s e c o n d  r e m e d y  fo r  t h e s e  u n d e r d e v e l o p e d  c o u n t r i e s  is  an e s s e n -  
t i a l  c o u n t e r p a r t  to f i n a n c i a l  r e s o u r c e s - - o n e  w h i c h  is  n e e d e d  to m a k e  
c e r t a i n  that  r e s o u r c e s  a r e  e f f e c t i v e l y  used ,  n a m e l y ,  s u f f i c i e n t  c o m p e t e n t  
t e c h n i c a l  p e r s o n n e l .  The l ack  of t e c h n i c a l  s k i l l  and knowledge  is  a c r y -  
ing  n e e d  t h roughou t  m u c h  of the  F a r  Eas t ,  a g a i n  wi th  the e x c e p t i o n  of 
the J a p a n e s e .  It h a m p e r s  the a c c o m p l i s h m e n t  of p r o j e c t s  f o r  which  r e -  
s o u r c e s  can  be found and it h a m p e r s  the e f f e c t i v e  g o v e r n m e n t a l  p l a n n i n g  
of developmental programs which would entail their utilization of addi- 
tional resources. 

The  ab i l i ty  of t h e s e  u n d e r d e v e l o p e d  c o u n t r i e s  not  only  to s t ep  up the 
t e m p o  of t h e i r  g e n e r a l  e c o n o m i c  d e v e l o p m e n t ,  but to d i v e r s i f y  t h e i r  
e c o n o m i e s  and thus  m a k e  t h e m  m o r e  r e s i s t a n t  to the f l uc tua t i ons  of 
w o r l d  p r i c e s  and d e m a n d  depends  upon a p r o p e r  c o m b i n a t i o n  of m o n e y ,  
c o m p e t e n t  p lann ing ,  and s k i l l e d  t e c h n i c a l  e x e c u t i o n .  With th is  c o m b i n a -  
t ion,  the a g r i c u l t u r a l  founda t ion  of the e c o n o m i e s  of t h e s e  c o u n t r i e s  
can  be s t r e n g t h e n e d ,  t r a n s p o r t a t i o n  and  p o w e r  f a c i l i t i e s  i n c r e a s e d ,  and 
a p p r o p r i a t e  s e c o n d a r y  i n d u s t r i e s  d e v e l o p e d  as a p r e l u d e  to l a t e r  and 
m o r e  a d v a n c e d  e c o n o m i c  p r o g r e s s .  

We have  b e e n  w i s e  in  p l a c i n g  so m u c h  e m p h a s i s  upon t e c h n i c a l  
a s s i s t a n c e  in  the  F a r  E a s t  and we and o t h e r  c o u n t r i e s ,  i n c l u d i n g  Canada ,  
A u s t r a l i a ,  and New Z e a l a n d  which  have  a l so  b e e n  ac t ive  in  th i s  f ie ld ,  
cou ld  p r o f i t a b l y  i n c r e a s e  our  e f f o r t s .  Un to ld  s u m s  of m o n e y  cou ld  be  
p o u r e d  in to  the F a r  E a s t  only  to be w a s t e d  if  t h e r e  is  not  su f f i c i en t  
t e c h n i c a l  c o m p e t e n c e  to i n s u r e  that  the funds a r e  c o n s t r u c t i v e l y  spen t .  

The  t h i r d  r e m e d i a l  m e a s u r e  w i l l  be  to i n c r e a s e  e c o n o m i c  c o o p e r a t i o n  
of a l l  k inds  a m o n g  the c o u n t r i e s  of the a r e a .  A s t a r t  has  a l r e a d y  b e e n  
m a d e  in that  d i r e c t i o n  by E C A F E  (the U n i t e d  Na t ions  E c o n o m i c  C o m -  
m i s s i o n  fo r  A s i a  and the F a r  Eas t )  and the s o - c a l l e d  C o l o m b o  P l a n  (the 
C o m m i t t e e  for  E c o n o m i c  D e v e l o p m e n t  in  South and Sou theas t  As i a ) .  
The  a c t i v i t i e s  of t h e s e  o r g a n i z a t i o n s - - o n e  o p e r a t i n g  wi th in  the f r a m e w o r k  
of the U n i t e d  Na t ions ;  the o the r ,  the C o l o m b o  P lan ,  o r i g i n a l l y  a B r i t i s h  
C o m m o n w e a l t h  P lan ,  but  wh ich  has  s i n c e  b e c o m e  v e r y  l a r g e l y  A s i a n  
in  c o l o r a t i o n  and  m o t i v a t i o n - - h a v e  m a d e  the f r e e  A s i a n  c o u n t r i e s  b e t t e r  
a c q u a i n t e d  wi th  e a c h  o t h e r ' s  e c o n o m i c  p r o b l e m s  and p r o d u c e d  t a n g i b l e  
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e x a m p l e s  of r e g i o n a l  e c o n o m i c  c o o p e r a t i o n .  The  o p p o r t u n i t i e s  h e r e  

a r e  not  l i m i t l e s s .  

The  c o u n t r i e s  of the F a r  E a s t  a r e  m u c h  l e s s  c o m p l e m e n t a r y  e c o n o m -  
i c a l l y  than  a r e ,  f o r  e x a m p l e ,  the c o u n t r i e s  of E u r o p e .  E x c e p t  fo r  r i c e  
and a few o t h e r  c o m m o d i t i e s ,  the u n d e r d e v e l o p e d  c o u n t r i e s  a r e  not  i m -  
p o r t a n t  b u y e r s  of e a c h  o t h e r ' s  p r i n c i p a l  p r o d u c t s .  Th is  i s  an i m p o r t a n t  
po in t  to r e m e m b e r  in c o n n e c t i o n  wi th  a good dea l  of the d i s c u s s i o n  today  
about r e g i o n a l  e c o n o m i c  c o o p e r a t i o n i n  As ia .  It is  bad ly  needed ,  but  the  
o p p o r t u n i t i e s  a r e  not u n l i m i t e d .  T h e s e  c o u n t r i e s  a re  e c o n o m i c a l l y  c o m -  
p l e m e n t a r y  to J a p a n  and t h e r e  is  an u r g e n t  n e e d  fo r  f u r t h e r  e c o n o m i c  

c o o p e r a t i o n  b e t w e e n  t h e m  and Japan .  

F i n a l l y ,  the m o s t  e s s e n t i a l  i n g r e d i e n t  in the e c o n o m i c  r e m e d y  wi l l  
be  f r e e d o m  f r o m  f e a r  and f r o m  c o m m u n i s m .  In the  c a s e  of such  na t i ons  
as the  Repub l i c  of China,  Korea ,  the P h i l i p p i n e s ,  Tha i l and ,  and the Indo-  
ch ina  c o u n t r i e s ,  e f f o r t s  to bu i ld  up a defer ise  a g a i n s t  the C o m m u n i s t  
a g g r e s s o r  r e p r e s e n t  a h e a v y  f i n a n c i a l  b u r d e n  fo r  t hose  c o u n t r i e s ,  and, 
of c o u r s e ,  a h e a v y  one fo r  us ,  It a l so  r e p r e s e n t s  a h e a v y  p s y c h o l o g i c a l  
b u r d e n  w h i c h  i s  f a r  f r o m  ce~duczive to the  c o n d i t i o n s  u n d e r  wh ich  p l ans  

fo r  e c o n o m i c  d e v e l o p m e n t  can  b e s t  p r o s p e r .  

I co,~ld wi th  a c c u r a c y  have  added  a n o t h e r  i n g r e d i e n t - - t i m e .  E c o n o -  
m i e s  in  a r e l a t i v e l y  low s ta te  of d e v e l o p m e n t  canno t  deve lop  o v e r n i g h t .  
E c o n o m i c  g r o w t h  shou ld  be s t eady ;  if i t  i s  p u s h e d  too r ap id ly ,  d a m a g e  
w i l l  r e s u l t .  Un fo r tuna t e ly ,  the t e m p o  of p o l i t i c a l  even t s  in the F a r  E a s t  
is  r a p i d  and e c o n o m i c  p r o g r e s s  lags  beh ind .  The p r o b l e m  is  to a c c e l e r -  
a te  th i s  p e a c e f u l  e c o n o m i c  d e v e l o p m e n t  wi thout  e x c e e d i n g  the s p e e d  l i m i t  
of p r u d e n c e .  The  job m u s t  be  t a c k l e d  and it canno t  be  done wi thou t  sub-  
s t a n t i a l  U n i t e d  S ta tes  a s s i s t a n c e ,  u n l e s s  it i s  done wi th  the k ind  of a s s i s t -  
ance  w h i c h  would  aid the C o m m u n i s t  c a u s e  and  i m p a i r  o u r s .  I am con-  
v i n c e d  that  t h e r e  is  f a r  too m u c h  at s t ake  in  th i s  s i t u a t i o n  fo r  us to p e r m i t  

that  to happen .  

T h a n k  you v e r y  m u c h .  

(The d i s c u s s i o n  was  off the r e c o r d )  

(15 Apr  1 9 5 5 - - 2 5 0 ) S / g m h  
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