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H o n o r a b l e  B a r r y  G o l d w a t e r ,  R e p u b l i c a n  S e n a t o r  f r o m  A r i z o n a ,  
w a s  b o r n  1 J a n u a r y  1909 in  P h o e n i x ,  A r i z o n a .  He  r e c e i v e d  h i s  
e d u c a t i o n  in  l o c a l  p u b l i c  s c h o o l s  a n d  a t t e n d e d  t h e  U n i v e r s i t y  of  
A r i z o n a .  He s t a r t e d  w i t h  G o l d w a t e r  E n t e r p r i s e s  in  1929 a n d  i s  n o w  
C h a i r m a n  of  t h e  B o a r d .  F r o m  1948 u n t i l  1950,  he  w a s  a m e m b e r  o f  
t h e  a d v i s o r y  c o m m i t t e e  on  I n d i a n  A f f a i r s ,  D e p a r t m e n t  of  t h e  I n t e r i o r .  
He  e n t e r e d  p o l i t i c s  i n  1949 w h e n  he  w a s  e l e c t e d  t o  t h e  P h o e n i x  C i t y  
C o u n c i l .  He  w a s  r e e l e c t e d  in  1951.  He  w a s  e l e c t e d  to  t h e  U.  S.  
S e n a t e  i n  1952 .  He  i s  p r e s e n t l y  s e r v i n g  on t h e  f o l l o w i n g  c o m m i t t e e s :  
S e n a t e  I n t e r i o r  a n d  I n s u l a r  C o m m i t t e e ;  S u b c o m m i t t e e  on I n d i a n  A f f a i r s ;  
S u b c o m m i t t e e  on T e r r i t o r i e s  ( p r e s e n t l y  h e a r i n g  A l a s k a n  s t a t e h o o d ) ;  
S e n a t e  C o m m i t t e e  on L a b o r  and  P u b l i c  W e l f a r e ;  S u b c o m m i t t e e  on  
L a b o r ;  S u b c o m m i t t e e  on  V e t e r a n s  A f f a i r s ;  J o i n t  C o m m i t t e e  on  
E c o n o m i c  R e p o r t ;  a n d  S e l e c t  C o m m i t t e e  on  S m a l l  B u s i n e s s .  S e n a t o r  
G o l d w a t e r  s e r v e d  in  t h e  U.  S.  A r m y  a n d  l a t e r  t r a n s f e r r e d  to  t h e  A i r  
F o r c e .  At  t h e  p r e s e n t  t i m e  he  i s  a q u a l i f i e d  j e t  p i l o t  a n d  h o l d s  t h e  
r a n k  of  c o l o n e l  in  t h e  A N G U S .  He  i s  C h i e f  of  S t a f f  of t h e  A r i z o n a  A i r  
N a t i o n a l  G u a r d .  He  i s  a f i r m  b a c k e r  of  t h e  N a t i o n a l  G u a r d  a n d  i s  a l s o  
in  f a v o r  of t h e  n e w  m i l i t a r y  p a y  b i l l  a s  a m e a n s  of  r e t a i n i n g  q u a l i f i e d  
p e r s o n n e l .  T h i s  i s  h i s  f i r s t  l e c t u r e  a t  t h e  I n d u s t r i a l  C o l l e g e .  
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E C O N O M I C  S T R E N G T H  A N D  N A T I O N A L  P O W E R  

27 M a r c h  1957 

G E N E R A L  H O L L I S :  A d m i r a l  W o o l d r i d g e ,  G e n t l e m e n  of  t h e  
J o i n t  C o l l e g e s :  In  t h e  c o n t i n u i n g  s t r u g g l e  b e t w e e n  t h e  C o m m u n i s t  b l o c  
a n d  t h e  f r e e  w o r l d ,  t h e  U n i t e d  S t a t e s  h a s  s p a r k e d  t h e  r e v i v a l  o f  f r e e  
E u r o p e  a n d  o t h e r  p a r t s  o f  t h e  w o r l d .  We d id  t h i s  n o t  s o  m u c h  b e c a u s e  
we  a r e  k i n d  a n d  p h i l a n t h r o p i c  p e o p l e  b u t  b e c a u s e  we  h a v e  r e a l i z e d  t h a t  
o u r  o w n  s e c u r i t y  i s  e m i n e n t l y  b o u n d  to  t h a t  of t h e  f r e e  w o r l d ,  b o t h  
m i l i t a r i l y  a n d  f o r  o u r  e c o n o m i c  w e l l  b e i n g .  

O u r  s p e a k e r  t h i s  m o r n i n g ,  S e n a t o r  B a r r y  G o l d w a t e r  o f  A r i z o n a ,  
w i l l  t a l k  t o  us  on  t h e  s u b j e c t  of  " E c o n o m i c  S t r e n g t h  a n d  N a t i o n a l  P o w e r .  " 
S e n a t o r  G o l d w a t e r  w a s  u n t i l  r e c e n t l y  a m e m b e r  of  t h e  J o i n t  C o m m i t t e e  
o n  t h e  E c o n o m i c  R e p o r t ,  a n d  h a s  h a d  a c o n t i n u i n g  i n t e r e s t  in  t h e  s t u d y  
of  t h e  r e l a t i v e  e c o n o m i c  s t r e n g t h s  o f  t h e  f r e e  w o r l d  a n d  of  t h e  S o v i e t  
b l o c .  

T h e  J o i n t  C o m m i t t e e  w a s  r e s p o n s i b l e  f o r  t h e  p r e p a r a t i o n  of  a n  
e x c e l l e n t  r e p o r t  e n t i t l e d  T r e n d s  in  E c o n o m i c  G r o w t h :  A C o m p a r i s o n  
of  t h e  W e s t e r n  P o w e r s  a n d  t h e  S o v i e t  B l o c .  T h i s  d o c u m e n t  c o n t a i n s  a 
w e a l t h  o f  i n f o r m a t i o n  w h i c h  i s  a l t o g e t h e r  r e l e v a n t  to  t h e  f o c u s  o f  
i n t e r e s t  of  b o t h  o f  t h e s e  C o l l e g e s ,  a n d  I s u g g e s t  t h a t  i t  i s  w e l l  w o r t h  
y o u r  s c r u t i n y .  

M y  f i r s t  a c q u a i n t a n c e  w i t h  o u r  s p e a k e r  of  t h i s  m o r n i n g  w a s  w h e n  
I s a w  a p i l o t  c h e c k i n g  in  l a s t  s p r i n g  a t  T i n k e r  F i e l d  A i r  F o r c e  B a s e  
in  a r a t h e r  b e a t - u p  f l y i n g  s u i t  w i t h  G o l d w a t e r  a c r o s s  h i s  c h e s t .  I 
t h o u g h t ,  s u r e l y  n o t .  B u t ,  a s  i t  d e v e l o p e d ,  h e  h a d  j u s t  f l o w n  in  in  h i s  
o w n  T - 3 3 ,  w h i c h  i s ,  i f  n o t  a u n i q u e  a c c o m p l i s h m e n t  in  t h e  U n i t e d  
S t a t e s  S e n a t e ,  a t  l e a s t  a n  u n u s u a l  o n e .  

Senator Goldwater, it is a great privilege to introduce you to the 
two classes this morning. 

S E N A T O R  G O L D W A T E R :  G e n t l e m e n ,  i t  i s  a g r e a t  p l e a s u r e  t o  b e  
h e r e  w i t h  y o u  t h i s  m o r n i n g .  I a m  g l a d  t h a t  w h e n  I m e t  t h e  g e n e r a l  i t  
w a s n ' t  t h e  p r e v i o u s  o c c a s i o n  t h a t  I h a d  e x p e r i e n c e d  a t  T i n k e r  F i e l d .  
W h e n  I go t  o u t  o f  t h e  A i r  F o r c e  in  o r d e r  to  g e t  i n t o  t h e  A i r  N a t i o n a l  
G u a r d ,  I t o o k  a r e d u c t i o n  f r o m  c o l o n e l  t o  c a p t a i n .  I h a d  f l o w n  in  in  
a P - 5 1  o n e  d a y  a n d  w a s  s t a n d i n g  a t  t h e  d e s k  w r i t i n g  ou t  a c l e a r a n c e .  



I had on th is  s a m e  b e a t - u p  su i t  and m y  g r a y  h a i r .  I no t i c ed  th is  
young  s econd  l i e u t e n a n t  by m e  f i l l i ng  out a n o t h e r  f o r m .  He kept  
looking  at m e  and at  m y  c a p t a i n  b a r s .  F i n a l l y  he sa id ,  " P a r d o n  m e ,  
Cap ta in ,  but jus t  w h e r e  did you s c r e w  u p ? "  

I a m  happy  to be h e r e  this  m o r n i n g  fo r  m a n y  r e a s o n s ,  not the 
l e a s t  of which  is the g r e a t  p r i d e  that  I have  in what  th i s  i n s t i t u t i o n  is 
do ing ,  not on ly  fo r  the f u t u r e  of our  m i l i t a r y ,  but,  m o r e  i m p o r t a n t l y ,  
I th ink,  fo r  the f u t u r e  of o u r  e c o n o m i c  s y s t e m  and the f u t u r e  of o u r  
way of l i fe .  I i m a g i n e  t h e r e  a r e  m a n y  m e n  in th i s  r o o m  today  with 
whom I s e r v e d .  I wou ldn ' t  be s u r p r i s e d  but what  t h e r e  a r e  s o m e  of 
you  who w e r e  c a d e t s  when  I was  t e a c h i n g  s q u a d r o n  d u t i e s ,  and now you 
a r e  up h e r e  r e a d y  to t ake  on jobs  of m u c h  h i g h e r  r e s p o n s i b i l i t y .  

If m y  ta lk  t oday  s o u n d s  a l i t t l e  p o l i t i c a l  at  t i m e s ,  I m u s t  r e m i n d  
you that  p o l i t i c s  have  b e c o m e  so en twined  in the e c o n o m i c  s y s t e m  and 
in ou r  d a i l y  l i v e s  that  it is  a l m o s t  i m p o s s i b l e  for  a p e r s o n  to s p e a k  on 
e c o n o m i c s ,  o r  m i l i t a r y  s t r e n g t h ,  o r  n a t i o n a l  p o l i c y  wi thout  i n j e c t i n g  
s o m e t h i n g  that  m i g h t  sound l ike  p o l i t i c s .  I wi l l  c e r t a i n l y  keep  a w a y  
f r o m  p a r t i s a n  p o l i t i c s ,  but ,  if I do sound a l i t t l e  p o l i t i c a l  at t i m e s ,  i t ' s  
jus t  b e c a u s e  of the n a t u r e  of the s u b j e c t .  

E c o n o m i c  s t r e n g t h  has  b e c o m e  r e c o g n i z e d  m o r e  s i n c e  Wor ld  W a r  
II as  an  i n s t r u m e n t  of n a t i o n a l  p o l i c y  than  it e v e r  was  b e f o r e .  I don ' t  
r e a l l y  th ink  that  we in A m e r i c a  u n d e r s t o o d  e i t h e r  m i l i t a r y  f o r c e  as  an  
i n s t r u m e n t  of n a t i o n a l  p o l i c y  n o r  e c o n o m i c  s t r e n g t h  as  an  i n s t r u m e n t  
of n a t i o n a l  p o l i c y  unt i l  we e x p e r i e n c e d  Wor ld  War  II and then  e x p e r i -  
e n c e d  K o r e a .  

Of c o u r s e  we had G r e a t  B r i t a i n  in h i s t o r y  to look to, with h e r  
g r e a t  hold on the w o r l d ' s  e c o n o m y  and the way  in which  she  e x e r c i s e d  
s e a  p o w e r  to m a i n t a i n  tha t .  We have  s e e n  s e a  p o w e r  d i s a p p e a r  as  the 
p i v o t a l  s o u r c e  of s t r e n g t h - - a n d  I s a y  that  wi thout  d i s r e s p e c t  to the 
Navy  p e o p l e  p r e s e n t ,  b e c a u s e  a i r  p o w e r  is c e r t a i n l y  a p a r t  of t h e i r  
r e s p o n s i b i l i t y ,  j u s t  as  it i s  p a r t  of the r e s p o n s i b i l i t y  of the A r m y ,  the 
A i r  F o r c e ,  and the M a r i n e s .  But t oday  we find c o n c e n t r a t e d  in the 
Uni ted  S ta tes  the g r e a t  s o u r c e s  of a i r  p o w e r ;  t h e r e f o r e  we find the 
g r e a t  s o u r c e s  of e c o n o m i c  s t r e n g t h .  One of the r e a s o n s  we have  that  
is  b e c a u s e  of our  ab i l i t y  to t r a n s p o r t  by a i r .  

Now th is  e c o n o m i c  s t r e n g t h  that  we have  I th ink  can  be u sed  m o r e  
t o d a y  in th is  age  fo r  p e a c e  than  at any  o t h e r  t i m e  in the h i s t o r y  of the  
w o r l d ,  if we u n d e r s t a n d  it .  If we don ' t  u n d e r s t a n d  it, if  we don ' t  



r e c o g n i z e  the r e a l  n a t u r e  of our  e c o n o m i c  s t r e n g t h ,  t hen  it p o s s i b l y  
can  l ead  to war  jus t  as  f a s t  as  it c an  lead  to p e a c e .  And I f e e l  today ,  
as  a c i t i z e n  and as a Uni ted  S ta te s  S e n a t o r ,  one who is i n t e r e s t e d  in 
n ~ l i t a r y  and e c o n o m i c  a f f a i r s ,  tha t  we have  p e a c e  th is  m o r n i n g  c h i e f l y  
b e c a u s e  of g r e a t  m i l i t a r y  s t r e n g t h  s t r a t e g i c a l l y  l o c a t e d  a r o u n d  the 
w o r l d ,  and b e c a u s e  of ou r  g r e a t  e c o n o m i c  s t r e n g t h  wi th in  the c o n f i n e s  
of the  Uni ted  S ta te s  and the g r o w i n g  e c o n o m i c  s t r e n g t h  of a f e w - - n o t  
e n o u g h - - o f  o u r  a l l i e s .  

Along  with th is  thought ,  I don ' t  th ink  t h e r e  h a s  e v e r  b e e n  a t i m e  
in h i s t o r y  when  one c o u n t r y  r e q u i r e d  i t s  m i l i t a r y  l e a d e r s  to know 
e c o n o m i c s  as m u c h  as  we r e q u i r e  you g e n t l e m e n  to know t h e m  today .  
You m a y  w o n d e r  why I m a d e  that  s t a t e m e n t .  I wi l l  get  to that  in a 
m o m e n t .  But ,  l e ad ing  to that ,  I th ink  it i s  n e c e s s a r y  that  we r e c o g n i z e  
the t h r e e  e s s e n t i a l  s o u r c e s  of A m e r i c a n  s t r e n g t h .  I want  to m e n t i o n  
t h e m .  I don ' t  want  to d i s c u s s  a l l  of t h e m .  I j u s t  want  to d i s c u s s  one 
of t h e m .  We h a v e ,  as  you know, t h r e e  b a s i c  f u n d a m e n t a l  s o u r c e s  of 
s t r e n g t h  in th is  c o u n t r y  tha t  have  m a d e  us the  w o r l d  l e a d e r s  that  we 
a r e .  The  f i r s t  one,  of c o u r s e ,  is  the  s p i r i t u a l  s t r e n g t h  of our  p e o p l e ,  
the  fac t  that  in the D e c l a r a t i o n  of I n d e p e n d e n c e  we r e c o g n i z e  that  the 
s o u r c e  of  a l l  ou r  r i g h t s  and f r e e d o m s  s t e m s  f r o m  God. That  f ac t  ha s  
been  a d h e r e d  to down t h r o u g h  the n e a r l y  200 y e a r s  of ou r  h i s t o r y ,  and 
has  g iven  us a p e o p l e  who a r e  un ique  in h i s t o r y .  N e v e r  b e f o r e  in the 
h i s t o r y  of the w o r l d  has  th is  s o u r c e  b e e n  r e c o g n i z e d .  Now, m a i n l y  
as  a r e s u l t  of that ,  b e c a u s e  of p e o p l e  r e c o g n i z i n g  the d ign i ty  of m a n ,  
the d ign i ty  of the i nd iv idua l ,  and the a p p l i c a t i o n  of f r e e d o m  in i ts  
f r e e s t  t e r m s  to the i nd iv idua l ,  we have  g r o w n  into  a g iant  and a s t r o n g  
e c o n o m i c  n a t i o n - - o r ,  you m i g h t  s ay ,  a m a t e r i a l  na t ion .  

The  b a s i c  d i f f e r e n c e ,  as  you s tudy ,  b e t w e e n  our  p h i l o s o p h y  and 
R u s s i a ' s  p h i l o s o p h y ,  o u r  e n e m y ' s  p h i l o s o p h y ,  is  the d i a l e c t i c  m a t e r i a l -  
i s m  of the  R u s s i a n s  c o m p a r e d  to the s p i r i t u a l  a p p r o a c h  of ou r  own.  
T h e r e  is  a d a n g e r  in  th i s  c o u n t r y  at the p r e s e n t  that  we a r e  d r i f t i n g  
into  the m a t e r i a l  c o n c e p t  and away  f r o m  the s p i r i t u a l  c o n c e p t .  I don ' t  
th ink  t h e r e  is  m u c h  d a n g e r  of i t ,  though;  as  long as  we have  f a m i l y  l i fe  
in t h i s  c o u n t r y  and p e o p l e  g r o w i n g  up u n d e r  the t e a c h i n g s  of f a t h e r s  and 
n ~ t h e r s ,  we can  r e t a i n  tha t  s p i r i t u a l  s t r e n g t h .  

A n o t h e r  s o u r c e  of s t r e n g t h  is the m i l i t a r y .  I want to d i s c u s s  
only  e c o n o m i c s  with  you today .  C e r t a i n l y  I a s s u m e  that  e v e r y b o d y  
h e r e  r e c o g n i z e s  the s p i r i t u a l  s o u r c e  of o u r  s t r e n g t h ,  and c e r t a i n l y  
e v e r y b o d y  h e r e  r e c o g n i z e s ,  is  i n t e r e s t e d  in, and knows  f a r  m o r e  
about  ou r  m i l i t a r y  s o u r c e  of s t r e n g t h  than I do.  



I th ink  that  we c a n  s a f e l y  s a y  that ,  with the g r o w i n g  i n t e r e s t  in 
m a t e r i a l i s m  in th i s  c o u n t r y - - a l t h o u g h  I r e c o g n i z e  it not  to be an  
e x t r e m e l y  d a n g e r o u s  t h i n g - - w e  m u s t  r e c o g n i z e  tha t  a lot  of o u r  
c i t i z e n s  don ' t  r e a l l y  u n d e r s t a n d  what  the f r e e - e n t e r p r i s e  s y s t e m  i s  
and how it o p e r a t e s  and what  we m u s t  do to keep  it o p e r a t i n g .  I have  
a l i t t l e  s t o r y  I t e l l  about  f r e e  e n t e r p r i s e  wh ich  is  p r o b a b l y  the  q u i c k e s t  
e x p l a n a t i o n  of it .  

T h r e e  g e n t l e m e n  d i ed  at p r e c i s e l y  the  s a m e  m o m e n t - - a n  I r i s h -  
man,  a N e g r o ,  and a J e w .  T h e y  a s c e n d e d  to the  P e a r l y  G a t e s  in 
p e r f e c t  f o r m a t i o n  and hi t  the  g a t e s  at the s a m e  m o m e n t  and  w e r e  m e t  
by Saint  P e t e r .  Saint  P e t e r  sa id ,  " F e l l o w s ,  i t ' s  a good th ing  you  got 
h e r e  today .  I a m  in a jov ia l ,  e x p a n s i v e  m o o d ,  and I wi l l  g ive  you  one 
w i sh  a p i e c e .  " The  I r i s h m a n  sa id ,  "Sa in t  P e t e r ,  I want enough t  I r i s h  
w h i s k y  to l a s t  m e  a l l  t h r o u g h  e t e r n i t y .  " He got tha t .  The  N e g r o  sa id ,  
"Sa in t  P e t e r ,  I had a h a r d  t i m e  when  I was  on e a r t h .  I was  s e g r e g a t e d ,  
I c o u l d n ' t  ge t  any  e d u c a t i o n ,  and I c o u l d n ' t  get  work .  I want  a big 
m a n s i o n  with p i l l a r s  in f r o n t  of i t .  And I want  14 whi te  s e r v a n t s ,  a 
so l i d  gold C a d i l l a c ,  and $2 m i l l i o n .  " Saint  P e t e r  shook  h i s  h e a d ,  
but he s a i d ,  "Al l  r i g h t ,  you  m a y  have  it .  " T h e n  he t u r n e d  to the 
J e w i s h  boy  and a s k e d ,  "What  do you w a n t ? "  The  J e w  sa id ,  "Sa in t  
P e t e r ,  a l l  I want  is $30 w o r t h  of c o s t u m e  j e w e l r y  and tha t  c o l o r e d  
b o y ' s  a d d r e s s .  " T h a t ' s  a qu i ck  e x p l a n a t i o n  of it .  

Now, I m e n t i o n e d  at the  s t a r t  the  i m p o r t a n c e  of you p e o p l e  in the  
m i l i t a r y  knowing  about  e c o n o m i c s .  I th ink  if we look  at  h i s t o r y  we c a n  
s e e  a lot  of d a n g e r  w r a p p e d  up in the  s i t u a t i o n  that  we l i ve  in t oday  in 
the  Uni ted  S ta t e s  anti in o t h e r  c o u n t r i e s ,  w h e r e b y  the  v e r y  n a t u r e  of 
the w o r l d  s i t u a t i o n  is  s u c h  that  we have  to m a i n t a i n  s t r o n g  m i l i t a r y  
f o r c e s ,  w h e r e  we find the m i l i t a r y  budget  g r e a t e r  than  the d o m e s t i c  
budge t ,  w h e r e  we find the m i l i t a r y  m a n  c o m i n g  m o r e  and m o r e  in to  
the d i c t a t i n g  o r  c o n t r o l l i n g  of the o p e r a t i o n s  of not o n l y  the m i l i t a r y  
but the  e c o n o m i c  l i fe  of the c o u n t r y .  

H i s t o r i c a l l y - - a n d  you m i l i t a r y  p e o p l e  c a n ' t  deny  t h i s - - I  d o n ' t  
s a y  it in a c r i t i c a l  way,  I s a y  it in a w a r n i n g  w a y - - t h i s  h a s  not  w o r k e d .  
H i s t o r i c a l l y  it has  w r e c k e d  a lot  of c o u n t r i e s .  I th ink  tha t ,  wi th  the 
a p p r o a c h  we a r e  u s i n g  in th i s  c o u n t r y  today ,  and which  m a n y  of o u r  
a l l i e s  a r e  u s ing ,  we can  o v e r c o m e  the  t e n d e n c y  to e v e n t u a l l y  le t  the  
m i l i t a r y  take  o v e r  a l l  o p e r a t i o n s  of G o v e r n m e n t .  T h a t ' s  why I th ink  
it is n e c e s s a r y  that  you  c o n t i n u e  y o u r  s t u d i e s  and y o u r  i n t e r e s t  in 
e c o n o m i c s  e v e n  up to the point  w h e r e  t h e y  e q u a l  s t u d y  of m i l i t a r y  
t a c t i c s  and s t r a t e g y  and the m a i n t e n a n c e  and p r o c u r e m e n t  of 
e q u i p m e n t .  
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L e t ' s  not have  h i s t o r y  r e p e a t  i t s e l f  as  we go a h e a d  in t r y i n g  to 
p r e s e r v e  p e a c e .  W a r s  of the f u t u r e  a r e  go ing  to need  e c o n o m i c  p o w e r .  
We have  won o u r  w a r s  of the  p a s t ,  a l t hough  we h a v e  los t  a lot of t h e m  
at the p e a c e  t ab le .  We have  won t h e m  t h r o u g h  the s t r e n g t h  of o u r  you th  
and the s t r e n g t h  of ou r  t r a i n e d  m i l i t a r y  l e a d e r s ;  and,  as  i m p o r t a n t  as  
e i t h e r  of t h o s e ,  t h r o u g h  o u r  a b i l i t y  to p r o d u c e .  We can  p r o d u c e  m o r e  
fo r  w a r  and f o r  p e a c e  than  can  any  o t h e r  na t ion  in the h i s t o r y  of the  
w o r l d .  

S p e a k i n g  of h i s t o r y ,  I th ink  it is  n e c e s s a r y  that  we look at h i s t o r y  
and r e c o g n i z e  s o m e  of the th ings  that  m i g h t  be f a c i n g  us today ,  r e c o g -  
n i ze  that  Some  b a s i c  l aws  n e v e r  c h a n g e .  The  e c o n o m i c  l aws  n e v e r  
c h a n g e .  The  law of supp ly  and d e m a n d ,  w h e n e v e r  it ha s  b e e n  t a m p e r e d  
with  down t h r o u g h  h i s t o r y ,  has  r e s u l t e d  in c h a o s  fo r  the c o u n t r y  that  
h a s  t r i e d  it and,  I m i g h t  s ay ,  it ha s  led  to the downfa l l  of m o r e  n a t i o n s  
than  has  any  o t h e r  s i n g l e  s o u r c e .  

You can  go back  to the  d a y s  of H a m m u r a b i .  You c a n  go to 
B a b y l o n  and Egyp t .  I th ink  that  the m o s t  s p e c t a c u l a r  e x a m p l e  p r o b a b l y  
would  be R o m e ,  w h e r e ,  t h r o u g h  the d e s i r e s  of the peop l e  to l e an  m o r e  
and m o r e  on the  g o v e r n m e n t  and have  the g o v e r n m e n t  p r o v i d e  m o r e  and 
n ~ r e  fo r  the p e o p l e ,  e v e n t u a l l y  the g o v e r n m e n t  was  do ing  e v e r y t h i n g  
f o r  the peop l e ,  and t hey  had to have  c o n t r o l s .  When they  t r i e d  to 
t a m p e r  with  the law of supp ly  and d e m a n d ,  the R o m a n  E m p i r e  f e l l .  

It was  an i n t e r e s t i n g  th ing  to m e  l a s t  y e a r  d u r i n g  the d e b a t e  on 
the  f a r m  b i l l  to r e a l i z e  that  the  f a r m  bi l l  that  we w e r e  d e b a t i n g ,  wi th  
the  e x c e p t i o n  of the l a n g u a g e ,  was  p r e t t y  m u c h  the  f a r m  b i l l  tha t  
s t a r t e d  R o m e  on h e r  f ina l  d e c l i n e .  I don ' t  s a y  that  in a way of w a r n i n g .  
I s a y  it to r e m i n d  you g e n t l e m e n  tha t  h i s t o r y  h a s  to be s t u d i e d .  We a r e  
not  l i v ing  t h r o u g h  a n y  d i f f e r e n t  p e r i o d ,  with the e x c e p t i o n  of the i n t r o -  
d u c t i o n  of the a t o m i c  and the n u c l e a r  b o m b s ,  than  p e o p l e  l ived  t h r o u g h  
on the b a n k s  of the  Ni le  t h o u s a n d s  of y e a r s  ago when  t hey  t r i e d  to do 
the s a m e  th ings .  My p u r p o s e  of i n j e c t i n g  that  at th i s  poin t  is  m e r e l y  to 
t r y  to po in t  out to you  that ,  as  you  p r o g r e s s  in y o u r  s t u d i e s  of e c o n o m -  
i c s ,  in y o u r  a p p l i c a t i o n  of m i l i t a r y  p r o b l e m s  to  e c o n o m i c s  and 
e c o n o m i c s  to m i l i t a r y  p r o b l e m s ,  you  m u s t  r e m e m b e r  tha t  t h e r e  a r e  
s o m e  f u n d a m e n t a l  l aws  that  canno t  be c h a n g e d ,  r e g a r d l e s s  of how m u c h  
you  th ink  t h e y  can  be c h a n g e d .  E v e r y  t i m e  tha t  h a s  b e e n  t r i e d ,  it h a s  
r e s u l t e d  in c h a o s  f o r  the  c o u n t r y  i n v o l v e d .  

Now, o u r  s y s t e m  of f r e e  e n t e r p r i s e ,  o u r  c a p i t a l i s t  s y s t e m ,  o u r  
p r o f i t  s y s t e m ,  o r  w h a t e v e r  you want  to c a l l  i t ,  wh ich  I don ' t  th ink  is  
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u n d e r s t o o d  as  c o m p l e t e l y  a r o u n d  the  c o u n t r y  as  it cou ld  be,  is  b a s e d  
c h i e f l y  on th is  th ing  we ca l l  f r e e d o m .  It i s  b a s e d  on the f r e e d o m  of the  
i n d i v i d u a l  to i n v e s t  h is  m o n e y  and to m a k e  a p r o f i t  on it; f r e e d o m  of the  
i n d i v i d u a l  to go into any  b u s i n e s s  that  he  f e e l s  he is  c a p a b l e  of han -  
d l i n g - - o r ,  if he  wan t s  to f ee l  i n c a p a b l e ,  he can  s t i l l  go into  it .  It is  
the f r e e d o m  of p e o p l e  to be r e w a r d e d  in p r o p o r t i o n  to the a m o u n t  of 
w o r k  t hey  put into t h e i r  j o b s - - t h e  i n c e n t i v e  p lan .  In o t h e r  w o r d s ,  it i s  
the f e e l i n g  b a s i c  in a l l  A m e r i c a n s  that  t hey  want  to be at  the top. If 
t h e r e  a r e  f ive  s t a r s  at the  top, t h e y  want f ive  s t a r s .  Tha t  is  why t h e r e  
has  a l w a y s  b e e n  k e e n  c o m p e t i t i o n  in A m e r i c a n  b u s i n e s s  and A m e r i c a n  
l i fe .  

Now, when  g o v e r n m e n t s  s t ep  in and s ay ,  "You c a n ' t  p r o d u c e  
that ;  you m u s t  p r o d u c e  this ;  we wi l l  c o m p e l  you  to spend  m o r e  and to 
s a v e  l e s s ;  we wi l l  tax you and take  a w a y  the g r e a t  p a r t  of the e x t r a  
e a r n i n g s  you m a k e  as  the r e s u l t  of e x t r a  w o r k ,  " b e w a r e .  G e n t l e m e n ,  
as  you  go on t h r o u g h  l i fe ,  when  we peop l e  on the  Hi l l  s t a r t  t a l k ing  l ike  
tha t ,  you c o m e  up and t e l l  us  we a r e  off b a s e ;  t e l l  us to get  back  on 
the  t r a c k .  

Th i s  f r e e - e n t e r p r i s e  s y s t e m  that  we have  h e r e - - a n d  y o u ' v e  
h e a r d  th is  t i m e  and a g a i n - - h a s  p r o d u c e d  m o r e  than  any  o t h e r  s y s t e m  in 
the  h i s t o r y  of the wor ld .  It h a s  p r o d u c e d  it b e c a u s e  of th i s  f r e e d o m ,  
b e c a u s e  of the fac t  that  p e o p l e  can  i n v e s t  and do i n v e s t ,  and c a n  m a k e  
p r o f i t s ,  and do m a k e  p r o f i t s ,  in sp i t e  of the fac t  that  m a k i n g  p r o f i t s  
t oday  is f r o w n e d  upon by s o m e  of o u r  l a t e r - d a y  t h i n k e r s ,  who would 
r a t h e r  s e e  us in a s o c i a l i s t  pa th  than  in the old pa th  of f r e e  e n t e r p r i s e  
and c a p i t a l i s m ,  o r  p r o f i t s .  Many  p e o p l e  have  the f a l s e  c o n c e p t i o n  that  
the  G o v e r n m e n t  can  p r o v i d e  th is  w h e r e w i t h a l ,  th is  c a p i t a l .  One th ing  
you  have  to r e m e m b e r  in c o n n e c t i o n  with  o u r  s y s t e m  is  that  m o n e y  c a n  
be p r i n t e d ,  but c a p i t a l  has  to be s a v e d .  M o n e y  can  be p r i n t e d ,  but 
c a p i t a l  has  to be s a v e d .  Now, the i g n o r i n g  of that  fac t  ha s  r e s u l t e d  in 
s o m e  p r e s e n t  p r o b l e m s  in ou r  e c o n o m i c  s y s t e m .  

I a m  at the p r e s e n t  going t h r o u g h  the e c o n o m i c  p r o b l e m s  and v i r -  
t ue s  of o u r  own c o u n t r y  b e f o r e  going into  the  s a m e  f i e ld s  in o t h e r  p a r t s  
of the  w o r l d .  One of o u r  b i g g e s t  p r o b l e m s  at the  p r e s e n t  t i m e  is  
i n f l a t ion .  In f la t ion  is no th ing  new.  It is r e a l l y  no th ing  s e r i o u s  o r  
d a n g e r o u s ,  if it d o e s n ' t  get  out of hand and out of bounds .  We can  
e x p e c t  a n o r m a l  i n f l a t i on  of the c u r r e n c y  in th is  c o u n t r y ,  I would s ay ,  
an  in f l a t ion  of s o m e t h i n g  l ike  1 - 1 / 2  p e r c e n t  to as  high a s  3 p e r c e n t ,  
v a r y i n g  with the y e a r s .  Tha t  h a s  b e e n  h i s t o r i c  down t h r o u g h  the y e a r s .  
When  we beg in  to l o se  c o n t r o l  and in f l a t ion  ge t s  out of hand,  we find 



o u r s e l v e s  i n  t h e  s i t u a t i o n  w h e r e  we  w e r e  l a t e  l a s t  y e a r ,  w h e n  we w e r e  
s h o r t  i n  m a n y  a r e a s  of  s u p p l y  a n d  e x t r e m e l y  l o n g  in  m o n e y ;  a n d  w h e r e  
b i d d i n g  s t a r t e d  to  t a k e  p l a c e  in  t h e  m a r k e t  p l a c e ,  s o  t h a t  t h e  G o v e r n -  
m e n t  h a d  to  s t e p  in ,  i n  o n e  of  i t s  f ew  r i g h t f u l  r o l e s ,  to  r e g u l a t e  t h e  
c r e d i t  a n d  t h e  d i s c o u n t  r a t e s ,  s o  we  w e r e  a b l e  to  s l o w  d o w n  a n d  g e t  t he  
e c o n o m y  b a c k  i n t o  s o m e  s e m b l a n c e  of  b a l a n c e - - t o  w h e r e  t h e  b u i l d i n g  
s u p p l i e s ,  in  p a r t i c u l a r ,  c a m e  b a c k  i n t o  s o m e  s e m b l a n c e  o f  o r d e r .  

O n e  of  t h e  r e s u l t s  we h a v e  h a d  in  t h i s  r e c e n t  i n f l a t i o n - - a n d  l e t ' s  
n o t  k id  o u r s e l v e s ;  we  h a v e  h a d  i t - - h a s  b e e n  an  a c t u a l  r e d u c t i o n  of  
a v a i l a b l e  s p e n d i n g  m o n e y  in  t h i s  y e a r .  You w i l l  r e a d  in  t h e  e c o n o m i c  
r e p o r t  w h i c h  one  of  t h e  c o m m i t t e e s  I a m  on  p u t s  ou t  e a c h  m o n t h  t h a t  
c o n s u m e r  b u y i n g  p o w e r ,  a s  d i s p l a y e d  t h e r e  b y  d i s p o s a b l e  i n c o m e - -  
w h i c h  i s  i n c o m e  a f t e r  c e r t a i n  d e d u c t i o n s  h a v e  b e e n  m a d e - - i s  a b o u t  
2 - 1 / 2  p e r c e n t  h i g h e r  n o w  t h a n  i t  w a s  t h i s  t i m e  l a s t  y e a r .  W h e n  y o u  
r e a l i z e  t h a t  t h e  c o s t  of  l i v i n g  i n d e x  h a s  g o n e  up  3 p e r c e n t ,  y o u  s e e  t h a t  
we h a v e  a b o u t  1 / 2  p e r c e n t  l e s s  m o n e y  to  s p e n d .  You a d d  to  t h i s  t h e  
f a c t  t h a t  e n t h u s i a s m  in  t h e  p a s t  24 m o n t h s  h a s  c r e a t e d  a n  a b i l i t y  i n  
t h i s  c o u n t r y  to  p r o d u c e  a b o u t  4 p e r c e n t  m o r e  c o n s u m e r  g o o d s  t h a n  we  
p r o d u c e d  a y e a r  a g o ,  a n d  we f i n d  o u r s e l v e s  in  a l i t t l e  b i t  of  i m b a l a n c e .  
I d o n ' t  t h i n k  i t  i s  s e r i o u s .  I d o n ' t  t h i n k  t h a t  1 / 2  p e r c e n t ,  o r  1 p e r c e n t ,  
o r  2 p e r c e n t ,  o r  e v e n  5 p e r c e n t  i s  a n y t h i n g  to be  c o n c e r n e d  a b o u t .  It  
d o e s  s h o w  y o u  w h a t  t h i s  s u b t l e  i n f l a t i o n  we h a v e  h a d  h a s  d o n e  to  t h e  
a v a i l a b l e  c a p i t a l  f o r  t h e  c o m i n g  y e a r .  

W h a t  c a u s e d  t h a t ?  H e r e  a g a i n  we  a r e  in  t h i s  s i t u a t i o n  b e c a u s e  
we p u t  s o m e  u n n a t u r a l  f o r c e s  to  w o r k  in w h a t  s h o u l d  a l w a y s  be  a 
n a t u r a l  o p e r a t i o n .  We h a d  t w o  b a s i c  c a u s e s  of  t h i s  w e a k e n i n g  of  o u r  
c u r r e n c y ,  o r  i n f l a t i o n .  O n e  w a s  t h e  u n w a r r a n t e d  i n c r e a s e  in  t h e  
s t e e l  i n d u s t r y  w i t h  n o  a c c o m p a n y i n g  i n c r e a s e  in  p r o d u c t i v i t y .  In f a c t ,  
a n  a c t u a l  d e c r e a s e  h a s  o c c u r r e d  in t h e  A m e r i c a n  m a n ' s  p r o d u c t i v i t y  
d u r i n g  t h e  p a s t  s e v e r a l  y e a r s .  T h a t  r e s u l t e d  in  o n l y  o n e  t h i n g ,  h i g h e r  
p r i c e s  in  t h e  s t e e l  i n d u s t r y ,  w h i c h  h a s  m o r e  e f f e c t  on  t h e  p r i c e s  of  
t h i n g s  in  A m e r i c a  t h a n  h a s  a n y  o t h e r  b a s i c  i n d u s t r y .  W h e n  we a d d  to 
t h a t  t h e  f a c t  t h a t  C o n g r e s s ,  a y e a r  a n d  o n e - h a l f  o r  two  y e a r s  a g o ,  
r a i s e d  t h e  m i n i m u m  w a g e  r a t e  f r o m  75¢ to  $ 1 . 0 0 ,  w h e n  i t  s h o u l d  h a v e  
g o n e  only to  p o s s i b l y  94¢ o r  96¢,  we  p u t  t h o s e  two  f a c t o r s  t o g e t h e r  and  
f i n d  t h i s  i n f l a t i o n  t h a t  we a r e  c o n f r o n t e d  w i t h  t o d a y .  

O n e  o t h e r  p r o b l e m  we  h a v e  w h i c h  h a s  b e e n  a r e s u l t  o f  t h e  f a l s e  
c o n c e p t  t h a t  t h e  F e d e r a l  G o v e r n m e n t  c a n  do  a lo t  i n  t h e  f i e l d  o f  e c o n o m -  
i c s  h a s  b e e n  o u r  c o n t i n u e d  d e f i c i t  s p e n d i n g .  T o d a y  we h a v e  t h e  l a r g e s t  
d e f i c i t  t h a t  we  h a v e  h a d  in  t h e  h i s t o r y  of  o u r  c o u n t r y ,  and  we a r e  f a c e d  



with the p r o b a b i l i t y  of i ts  ge t t i ng  e v e n  l a r g e r .  That  has  no g r e a t  
i m m e d i a t e  e f fec t  u n l e s s  you a r e  a r e t i r e d  p e r s o n ,  u n l e s s  you  a r e  l i v ing  
on s o m e  a n n u i t i e s  o r  on s o m e  r e t i r e m e n t  p lan .  It r a i s e s  havoc  with  
that  type  of p e r s o n .  It is a f u t u r e  d a n g e r .  H o w e v e r ,  any  r e c e s s i o n  o r  
any  a d j u s t m e n t  of the  e c o n o m i c  s y s t e m  at the p r e s e n t  t i m e ,  with s u c h  
a l a r g e  d e f i c i t ,  cou ld  r e s u l t  in  r a t h e r  c h a o t i c  c o n d i t i o n s .  

T h i s ,  of c o u r s e ,  has  c o m e  about ,  as  I s a id ,  t h rough  the  f a l l a c y  
of G o v e r n m e n t  s p e n d i n g ,  t h r o u g h  the  idea  that  the G o v e r n m e n t  can  
spend  th i s  c o u n t r y  in to  p r o s p e r i t y ,  the idea  tha t  the  G o v e r n m e n t  c a n  
r e l i e v e  d e p r e s s i o n  c o m p l e t e l y .  I wil l  show you the f a l l a c y  of tha t .  I 
made a s t u d y  of the e f f ec t s  of G o v e r n m e n t  s p e n d i n g  b e t w e e n  1932 and 
1939, u s i n g  1932 as 100. No i n d e x e s  that  I u s e d ,  with the  e x c e p t i o n  of 
p e r s o n a l  i n c o m e - - a n d  tha t  c a m e  about  as  the r e s u l t  of the  n o r m a l  
i n f l a t i o n  that  we h a v e - - r e a c h e d  100 un t i l  the a c t u a l  t h r e a t  of w a r  
o c c u r r e d  in kate 1939. D u r i n g  that  t i m e  the F e d e r a l  G o v e r n m e n t  spen t  
about  5 2 - 1 / 2  p e r c e n t  of i t s  to ta l  budget  on what we would ca l l  p r o p s  
o r  c r u t c h e s  u n d e r  the  e c o n o m y .  

One of the d a n g e r s  of t h i s  a p p r o a c h  is that  t h e r e  is no way  to 
m e a s u r e  the e f f e c t s  of G o v e r n m e n t  spend ing ,  and t h e r e  is  no s u c h  th ing  
as p r o f i t  f r o m  G o v e r n m e n t  i n v e s t m e n t s .  In b u s i n e s s  we go out and 
i n v e s t  our  m o n e y ,  and at the  end of the  y e a r  we can  look at it and s e e  
that  X n u m b e r  of d o l l a r s  p r o d u c e d  X n u m b e r  of d o l l a r s ,  and a c e r t a i n  
a m o u n t  of that  p ro f i t  went  back  into the s t r e a m  of c a p i t a l .  But the 
G o v e r n m e n t  t a k e s  m o n e y  and i n v e s t s  it in w a r  e q u i p m e n t ,  wh ich  is  
m a t e r i a l  and h a r d w a r e  fo r  w a r .  Tha t  does  not r e m a i n  in the Uni ted  
S ta te s  e n t i r e l y .  It does  not have  any  e a r n i n g  c a p a c i t y .  So we c a n ' t  s a y  
what  e f fec t  G o v e r n m e n t  s p e n d i n g  ha s ,  o t h e r  than  to s a y  that  $44 b i l l i on  
goes  into  the blood s t r e a m  of A m e r i c a n  c o m m e r c e ,  wh ich  is not  t r u e  
when  you b r e a k  it down.  We don ' t  know e x a c t l y  what  the e f fec t  of 
G o v e r n m e n t  s p e n d i n g  i s ,  excep t  that  a c o n t i n u a t i o n  of it u n d e r  de f i c i t  
c o n d i t i o n s  can  r a i s e  a l l  m a n n e r  of h a v o c  with the e n t i r e  a p p r o a c h .  

To show you  tha t  th is  is  not j u s t  an i dea  that  i s  c a r r i e d  by A m e r i -  
can  e c o n o m i s t s ,  t h e r e  was  an i n t e r e s t i n g  l i t t l e  e d i t o r i a l  in The 
E c o n o m i s t ,  wh ich  is p r i n t e d  in London ,  in  the F e b r u a r y  9 i s s u e  of th i s  
y e a r .  I wi l l  jus t  r e a d  one s e n t e n c e .  It po in t s  up what  h a p p e n e d  in 
E n g l a n d  and what  could  happen  in any  f r e e  c o u n t r y  if th i s  i s  con t inued .  

" T h e  d i l e m m a  is  tha t  the  e x p e n d i t u r e  of the n a t i o n ' s  m e a n s  
on o t h e r  th ings ,  on c o n s u m p t i o n ,  on s o c i a l  p r o g r a m s  and the 
c o n c e r n s  of g o v e r n m e n t ,  i nc lud ing  d e f e n s e ,  has  not left  r o o m  
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enough  fo r  the n e c e s s a r y  h igh v o l u m e  of i n v e s t m e n t  in 
p r o d u c t i o n .  " 

In o t h e r  w o r d s ,  t h e r e  has  not b e e n  the v o l u m e  of s a v i n g s  to 
f i n a n c e  i t .  That  type  of s p e n d i n g  r e s u l t s  in l o w e r e d  s a v i n g s ;  it r e s u l t s  
in l o w e r e d  p r i v a t e  i n v e s t m e n t ;  and it wi l l  u l t i m a t e l y  r e s u l t  in  g o v e r n -  
merit o p e r a t i o n  of b u s i n e s s  if it  is  not c h e c k e d .  

To s o l v e  t h e s e  i m m e d i a t e  p r o b l e m s  that  we have  h e r e  with us 
today ,  I would l ike  to jus t  m a k e  t h e s e  s u g g e s t i o n s :  

We shou ld  f i r s t  conf ine  the G o v e r n m e n t  to i t s  p r o p e r  r o l e  in 
t h e - - I  don ' t  l ike  to u s e  the  word  m a n i p u l a t i o n  so I wi l l  s a y - - c o n t r o l  of 
the  c u r r e n c y ,  to the use  of the  F e d e r a l  R e s e r v e  p o w e r s ,  to the be s t  of 
t h e i r  ab i l i t y ,  to put c h e c k s  w h e r e  c h e c k s  a r e  n e e d e d ,  to open  the va lve  
a l i t t l e  bit when  an open ing  is needed ;  bu t  not to a s s u m e  tha t  the 
F e d e r a l  G o v e r n m e n t  should  be the g r e a t  g r a n d f a t h e r  of a l l  A m e r i c a n  
b u s i n e s s ,  tha t  it c a n  m a k e  up f o r  the m i s t a k e s  of A m e r i c a n  b u s i n e s s -  
men,  that  it can  p u n i s h  the m a n  who is  too s u c c e s s f u l  and r e w a r d  the 
n ~ n  who is  not s u c c e s s f u l  and who shou ld  not be s u c c e s s f u l  b e c a u s e  of 
l a c k  of ab i l i t y .  I th ink  the F e d e r a l  G o v e r n m e n t  shou ld  i m m e d i a t e l y  
b a l a n c e  the  F e d e r a l  Budget  and keep  it in b a l a n c e  and,  in k e e p i n g  it 
in  b a l a n c e ,  r e d u c e  the def ic i t ;  and,  in so doing ,  i n c r e a s e  the p u r c h a s i n g  
p r i c e  of the d o l l a r .  

When  we have  c o m e  into  s o m e  kind of o r d e r  out of that ,  I would 
s u g g e s t  tha t  we r e d u c e  t a x e s .  If we do those  th ings  which  a r e  p e r f e c t l y  
n o r m a l ,  wh ich  shou ld  be e x p e c t e d  by  any  g o v e r n m e n t ,  p a r t i c u l a r l y  
y o u r  G o v e r n m e n t  and m i n e ,  t hen  we i n c r e a s e  the i n c e n t i v e  to A m e r i c a n  
you th  to go out and e a r n  m o n e y .  We have  put a lot  of r o a d  b l o c k s  in the 
way  of young  m e n  today  who want  to go into b u s i n e s s .  The u n u s u a l l y  
h igh  tax r a t e s ,  the low p r o f i t s ,  and the i n c r e a s i n g  g r a d u a t e d  s c a l e  of 
t a x e s  on p r o f i t s  a r e  g r e a t  h i n d r a n c e s  to the young  m a n  in b u s i n e s s  who 
can  m a k e  m o n e y ,  but c a n ' t  m a k e  e • u g h  to pay  back  the banks  and at  
the  s a m e  t i m e  buy  n e w  i n v e n t o r y  and new e q u i p m e n t .  R e d u c t i o n  in th i s  
f i e l d ,  a long  with the o t h e r  th ings ,  I th ink  wi l l  do m o r e  f o r  the e c o n o m y  
of t h i s  c o u n t r y  and f o r  the  p e a c e  of the wor ld  than  any th ing  that  cou ld  be 
done  at  the p r e s e n t  t i m e .  I d o n ' t  th ink  it c an  be done  in the i m m e d i a t e  
f u t u r e .  It i s  p r o b a b l y  an o p e r a t i o n  that  wi l l  t ake  2 o r  3 y e a r s ;  but I 
t h ink  we shou ld  have  b e e n  in it  b e f o r e  th i s ,  and it shou ld  be s t a r t e d .  

One m o r e  a r e a  we have  to e x p l o r e  in t a lk ing  about  ou r  own 
e c o n o m i c  s i t u a t i o n  is  our  a l l i e s '  p r e s e n t  and p o t e n t i a l  p o s s i b i l i t i e s .  



• 

I don ' t  want  to go into  th is  in g r e a t  de t a i l ,  excep t  to point  out to you the 
g r a p h i c  e x a m p l e  of G e r m a n y  as  what  can  be done  in a c o u n t r y  tha t  goes  
to the c a p i t a l i s t i c  o r  f r e e - e n t e r p r i s e  i n c e n t i v e  r o u t e .  G e r m a n y  has  had 
one of the m o s t  r e m a r k a b l e  r e c o v e r i e s  in a p o s t w a r  p e r i o d  of any  
n a t i o n  in  the h i s t o r y  of the wor ld .  In fac t  I th ink it is s a f e  to s a y  that  
t h e r e  has  n e v e r  b e e n  a na t ion  in h i s t o r y  that  e q u a l l e d  G e r m a n y ' s  output  
and a b i l i t y  to p r o d u c e  s i n c e  Wor ld  W a r  II; and she  was  p r a c t i c a l l y  
d e v a s t a t e d .  T o d a y  she  has  b e c o m e  a m a j o r  f a c t o r  in w o r l d  e c o n o m i e s ,  
and s h e  wi l l  c o n t i n u e  to be so .  We want to keep  h e r  as an  a l ly ,  not  j u s t  
b e c a u s e  of tha t ,  a l t hough  that  is  one of the r e a s o n s ,  but a l so  b e c a u s e  
she  u n d e r s t a n d s  what  we a r e  t a l k ing  about  when  we ta lk  about  o u r  
s y s t e m  of e c o n o m i c s .  And n a t u r a l l y  we want to keep  h e r  fo r  h e r  
g r e a t  m i l i t a r y  ab i l i t y .  

Eng land  is  a c o u n t r y  that  we have  as  an a l l y  and m u s t  keep  as  an 
a l ly .  She wi l l  be our  n a t u r a l  a l l y  at a l l  t i m e s .  She has  had t r o u b l e  
g e t t i n g  back  into  t h e o p e r a t i o n  of a f r e e  e c o n o m y .  She has  b e e n  in it; 
she  has  b e e n  out of it .  I th ink  she  would l ike  to r e t u r n  to it ,  but t h e r e ' s  
that  old t e m p t a t i o n .  Once  y o u ' v e  s l ep t  u n d e r  the  m o n e y  t r e e  and "had 
t h o s e  b i l l s  d r o p  in y o u r  lap wi thout  w o r k i n g  f o r  t h e m ,  i t ' s  p r e t t y  h a r d  
to get  out and m o v e  in the sun  w h e r e  you have  to work .  I hope  Eng l and  
is  back  on the r i gh t  t r a c k .  With s o m e  he lp  f r o m  us she  can  c o n t i n u e  
a long  the  pa th  to e c o n o m i c  r e c o v e r y .  

F r a n c e ,  one of o u r  h i s t o r i c  a l l i e s ,  u n f o r t u n a t e l y  has  been  r a t h e r  
s l o w  in the d e v e l o p m e n t  of a d o m e s t i c  e c o n o m y  c o m p a r a b l e  to what  she  
had b e f o r e  the wa r .  I b e l i e v e  tha t  can  be b l a m e d  m o r e  on h e r  i n t e r n a l  
p o l i t i c s  than  on any  l a c k  of u n d e r s t a n d i n g  of what  wi l l  p r o d u c e  e c o n o m i -  
c a l l y  fo r  h e r .  

Our  o t h e r  a l l i e s  a r e  e i t h e r  in the c o n d i t i o n  of Eng l and  o r  
a p p r o a c h i n g  the c o n d i t i o n  of G e r m a n y .  T h o s e  a r e  o u r  ch i e f  s o u r c e s  of 
o u t s i d e  s t r e n g t h .  T h o s e  a r e  the ones  I j u s t  wanted  to touch  on b r i e f l y .  

L e t ' s  ge t  into the f i e ld  of R u s s i a  and h e r  s a t e l l i t e s .  I a m  tak ing  
a c o r r e s p o n d e n c e  c o u r s e  at  the  W a r  C o l l e g e .  T h e y  d o n ' t  want us to 

c a l l  it R u s s i a ,  but to s a y  " e n e m y  f o r c e s .  " But R u s s i a  is  k ind of 
qu i ck  to say ,  and t h e r e ' s  no need  to kid o u r s e l v e s .  

R u s s i a  has  the  p o t e n t i a l  of b e i n g  the  w o r l d ' s  g r e a t e s t  p o w e r .  She 
has  e v e r y t h i n g  m a t e r i a l l y  in h e r  f a v o r .  R u s s i a ' s  g r e a t  popu la t ion ,  
p lus  the fac t  that  s h e  has  m o r e  n a t u r a l  r e s o u r c e s  than  any  o t h e r  one 
c o u n t r y  in the w o r l d ,  m a k e s  us a d m i t  that  she  could  be the w o r l d ' s  No. 
1 p o w e r .  But she  is not ,  f o r  two r e a s o n s .  One is  h e r  s y s t e m  of 
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g o v e r n m e n t ,  w h i c h  i s  c o m m u n i s m ,  a n d  t h e  o t h e r  i s  h e r  s y s t e m  of  
b u s i n e s s ,  w h i c h  i s  s o c i a l i s m ,  w i t h  g o v e r n m e n t  p l a n n i n g ,  c e n t r a l  
p l a n n i n g .  We c a n ' t  i g n o r e  R u s s i a  in  t h e  e c o n o m i c  f i e l d .  On  t h e  o t h e r  
h a n d ,  R u s s i a n s  a r e  n o t  2 0 - f e e t  t a l l .  T h e y  h a v e  n o t  c o m e  t h e  g r e a t ,  
g r e a t  d i s t a n c e  t h a t  m a n y  p e o p l e  in  t h i s  c o u n t r y  w o u l d  l i k e  u s  to  b e l i e v e  
t h e y  h a v e  c o m e .  T h e y  s t i l l  h a v e  a l o n g  w a y  to  go to  c a t c h  u s .  

I w a n t  to  c i t e  y o u  m y  r e a s o n s  f o r  s a y i n g  t h a t .  In 1951 to  1956 t h e  
g o v e r n m e n t  p l a n n e d  t h a t  p r o d u c t i o n  in R u s s i a  w o u l d  i m p r o v e  by  a b o u t  
9 p e r c e n t  p e r  y e a r .  S i n c e  t h e  f i v e - y e a r  p l a n  s t a r t e d  in  1928,  t h e r e  
h a s  b e e n  a n a v e r a g e  i n c r e a s e  of  a b o u t  7 - 1 / 2  p e r c e n t  e a c h  y e a r .  In  
1951 to  1956,  i n s t e a d  of  r e a c h i n g  9 p e r c e n t ,  I t h i n k  we  a r e  s a f e  in  
a s s u m i n g  t h a t  s h e  r e a c h e d  m a y b e  a s  h i g h  a s  7 p e r c e n t ,  a n d  m a y b e  a s  
low a s  6 p e r c e n t .  L e t ' s  b e  p e s s i m i s t i c  a n d  s a y  7 p e r c e n t .  I d o n ' t  
t h i n k ,  in v i e w  of  t h e  f a c t  t h a t  R u s s i a ' s  i n c r e a s e  in  p r o d u c t i v i t y  
d e c r e a s e d  a f t e r  W o r l d  W a r  II ,  i n s t e a d  of  i n c r e a s i n g ,  t h a t  we  c a n  
e x p e c t  h e r  to  m a i n t a i n  t h a t  h i g h ,  i n c r e a s e d  r a t i o .  I t h i n k  i t  w i l l  
p r o b a b l y  l e v e l  of f  a t  4 p e r c e n t ,  o r  m a y b e  a l i t t l e  h i g h e r - - m a y b e  l o w e r ,  
b u t  4 p e r c e n t  i s  a p r e t t y  g o o d  f i g u r e  t o  u s e .  I f  t h e y  c a n  h o l d  7 - 1 / 2  
p e r c e n t  r i g h t  on a c r o s s  t h e  b o a r d ,  a n d  if  o u r  i n c r e a s e  d r o p s  f r o m  2 
p e r c e n t  to  1 - 1 / 2  p e r c e n t ,  w h i c h  it  h a s  d o n e ,  by  1970 I t h i n k  w e  c a n  
s a y  t h a t  R u s s i a  w o u l d  e q u a l  t h e  U n i t e d  S t a t e s  in  e c o n o m i c  p o w e r .  H o w -  
e v e r ,  i f  t h e y  h o l d  to  t h e  4 p e r c e n t ,  w h i c h  I b e l i e v e  we  c a n  e x p e c t  t h e m  
to  do ,  a n d  i f  we  m a i n t a i n  o u r  2 p e r c e n t  a n n u a l  i n c r e a s e ,  w h i c h  we  c e r -  
t a i n l y  s h o u l d  do ,  t h e n  by  1970 t h e i r  e c o n o m y  w o u l d  e q u a l  o n l y  a b o u t  
t h r e e - f i f t h s  of  o u r  own .  

T o  g i v e  you  s o m e  m o r e  r e a s o n i n g  on t h a t ,  t h e r e  i s  a v e r y  e x c e l -  
l e n t  r e p o r t  of  D r .  N u t e r - - I  k n o w  m o s t  of  y o u  h a v e  r e a d  i t - - f r o m  t h e  
U n i v e r s i t y  o f  V i r g i n i a .  He  w e n t  t o  R u s s i a  a n d  s t u d i e d  t h e i r  s y s t e m  
a s  b r o a d l y  a s  a n  o u t s i d e  e c o n o m i s t  c o u l d .  He  p u b l i s h e d  s o m e  of  h i s  
f i n d i n g s  in  U. S. N e w s  a n d  W o r l d  R e p o r t  in  a r e c e n t  i s s u e .  T o  g i v e  
y o u  a n  e x a m p l e  o f  s o m e  of  h i s  f i n d i n g s  in  b a s i c  p a r t s  o f  t h e i r  i n d u s t r y ;  

In  s t e e l  in  1913 t h e y  w e r e  21 y e a r s  b e h i n d  u s .  In  1955 t h e y  w e r e  
29 y e a r s  b e h i n d  u s .  

In  e l e c t r i c  p o w e r  in  1913 t h e y  w e r e  13 y e a r s  b e h i n d  u s .  In  1955 
t h e y  w e r e  16 y e a r s  b e h i n d  u s .  

In  c o a l  in  1913 t h e y  w e r e  45 y e a r s  b e h i n d  u s .  In  1955 t h e y  w e r e  
47 y e a r s  b e h i n d  u s .  
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In p e t r o l e u m ,  c r u d e  p e t r o l e u m ,  in  1913 t h e y  w e r e  14 y e a r s  b e h i n d  
u s .  N o w  t h e y  a r e  34 y e a r s  b e h i n d  u s .  

In  n a t u r a l  g a s  in  1913 t h e y  w e r e  32 y e a r s  b e h i n d  u s .  N o w  t h e y  a r e  
52 y e a r s  b e h i n d  u s .  

G e t t i n g  i n t o  s o m e  of  t h e  a r e a s  w h e r e  p e o p l e  c a n  buy :  

In c e m e n t  t h e y  w e r e  19 y e a r s  b e h i n d  u s  in  1913. T h e y  a r e  32 
y e a r s  b e h i n d  us  n o w .  

O n e  of  t h e i r  g r e a t e s t  t r o u b l e s  o v e r  t h e r e  h a s  b e e n  t r a n s p o r t a t i o n .  
I t  c o s t s  t h e m  40 p e r c e n t  m o r e  p e r  m i l e  to  t r a n s p o r t  g o o d s  t h a n  i t  
c o s t s  u s  b e c a u s e  t h e y  d o n ' t  h a v e  m u c h  of  a r a i l r o a d  s y s t e m .  In  1913 
t h e y  w e r e  33 y e a r s  b e h i n d  u s  in  t h e  p r o d u c t i o n  of  f r e i g h t  c a r s .  In 1955 
t h e y  w e r e  69 y e a r s  b e h i n d  u s .  T r a n s p o r t a t i o n  i s  p r o b a b l y  R u s s i a ' s  
g r e a t e s t  h i n d r a n c e  in  d e v e l o p i n g  a r e a l  e c o n o m i c  s y s t e m ,  o u t s i d e  o f  
t h e  f a c t  t h a t  t h e  e c o n o m y  i s  p r e t t y  m u c h  s t a t e  c o n t r o l l e d .  

T h e r e  i s  o n e  c o n c l u s i o n  we  c a n  c o m e  to in  a n a l y z i n g  t h e  d i f f e r -  
e n c e s  b e t w e e n  R u s s i a ' s  e c o n o m y  a n d  o u r s ,  and  t h a t  i s  t h a t  s h e  c a n n o t  
n o w  n o r  in  t h e  i m m e d i a t e  f u t u r e  p r o d u c e  f o r  w a r  and  f o r  p e a c e  a t  t h e  
s a m e  t i m e  a s  we  c a n - - i n  o t h e r  w o r d s ,  m a k e  b u t t e r  a n d  g u n s  a t  t h e  
s a m e  t i m e .  It  w o u l d  be  m y  r o u g h  g u e s s  t h a t ,  i f  s h e  c o n t i n u e s  h e r  
p r e s e n t  i n c r e a s e  in  e c o n o m i c  p r o d u c t i o n ,  a n d  i f  s h e  c o n t i n u e s  u n d e r  
h e r  p r e s e n t  l e a d e r s h i p ,  who  a r e  a b i t  on  t h e  o v e r o p t i m i s t i c  s i d e ,  we  
m i g h t  e x p e c t  s o m e  k i n d  of w o r l d  t r o u b l e  b e t w e e n  1965 and  1970,  b e c a u s e  
s h e  m i g h t  f e e l  t h a t  s h e  w a s  s t r o n g  e n o u g h  t h e n  to  r i s k  t h e  c h a n c e .  

I d o n ' t  o f f e r  t h a t  a s  a m i l i t a r y  w i z a r d .  I m e r e l y  o f f e r  i t  a s  o n e  
w h o  h a s  b e e n  i n t e r e s t e d  in  t h e  e c o n o m i e s  of  b o t h  c o u n t r i e s  a n d  who  
r e a l i z e s  t h a t  w h e n  t h e  d a y  c o m e s  t h a t  R u s s i a  f e e l s  s h e  c a n  b e a t  u s  s h e  
i s  g o i n g  to be  o v e r  h e r e .  She  d o e s  n o t  h a v e  t h a t  s t r e n g t h  n o w .  

T h e  s a t e l l i t e  s i t u a t i o n  i s  o n e  t h a t  i s  no t  e n c o u r a g i n g  to t h e  
R u s s i a n  b l o c .  W h e n  t h e  e n d  of W o r l d  W a r  II  c a m e ,  s h e  m a d e  t r a d e  
a g r e e m e n t s  w i t h  the  s a t e l l i t e  n a t i o n s  to  p r o d u c e  c o n s u m e r  g o o d s  f o r  
R u s s i a .  T h e  h e a v y  e q u i p m e n t  p r o d u c t i o n  w a s  r e t a i n e d  f o r  R u s s i a  
a l o n e ,  and  c o n s e q u e n t l y  t h e  s a t e l l i t e  c o u n t r i e s  a r e  n o w  s u f f e r i n g  
t e r r i b l y  b e c a u s e  o f  t h e  f a c t  t h a t  t h e y  h a v e  no h e a v y  i n d u s t r y  to s p e a k  
of  o p e r a t i n g  in  t h e i r  c o u n t r i e s .  

I t h i n k  t h i s  c a n  o p e r a t e  to  o u r  a d v a n t a g e .  M a n y  p e o p l e  s a y  we  
c a n ' t  t r a d e  w i t h  t h e  s a t e l l i t e  c o u n t r i e s .  I d o n ' t  m a k e  t h e  b r o a d  
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s t a t e m e n t  tha t  we shou ld  s t a r t  i m m e d i a t e l y ,  but I do th ink  we s h o u l d  
s e r i o u s l y  c o n s i d e r  the a d v a n t a g e s  of t r a d i n g  with the  s a t e l l i t e  coun-  
t r i e s  if we can  a s s u r e  o u r s e l v e s  that  a m i n i m u m ,  and p r e f e r a b l y  none ,  
of the m a t e r i a l s  would e v e r  f low into the c o u n t r y  of any  e n e m y  of o u r s .  

Now t h e r e  is an  i n t e r e s t i n g  poin t  that  c o m e s  up as  we d i s c u s s  
R u s s i a ' s  p o t e n t i a l ,  and I o f fe r  th is  m e r e l y  as  a h y p o t h e t i c a l  c a s e ,  as  
s o m e t h i n g  that  you g e n t l e m e n  can  th ink  a b o u t - - b e c a u s e  it can  happen .  
I have  g r o w n  to b e l i e v e  that  a n y t h i n g  can  happen .  You jus t  don ' t  s a y  
it c a n ' t  happen .  T h e r e  is  a p o s s i b l e  a l t e r n a t i v e  fo r  R u s s i a  wh ich  has  
c o m e  to m y  mind  wi th in  the l a s t  s e v e r a l  y e a r s .  We have  to m a k e  s o m e  
a s s u m p t i o n s  in a r r i v i n g  at th i s .  

F i r s t  I th ink  we have  to a s s u m e  that  c o m m u n i s m  is no l o n g e r  a 
mo t iva t ing  f o r c e  in t h e i r  d e s i r e  to be a w o r l d  p o w e r .  Don ' t  t ake  th is  
as  m y  g o s p e l .  I a m  m e r e l y  c i t i ng  s o m e t h i n g  that  I th ink  could  happen .  
We r e c o g n i z e  that  t h e y  have  t w o - t h i r d s  of the  w o r l d ' s  p e o p l e  u n d e r  
t h e i r  p h i l o s o p h y .  T h e y  have  gone about  a s  f a r  as  t hey  can  go with  the  
m e a n s  t h e y  have  e m p l o y e d .  Le t  us a s s u m e  f u r t h e r ,  if  we s a y  tha t  
i s  c o r r e c t ,  that  the on ly  th ing  R u s s i a  is  c o n c e r n e d  wi th  and i n t e r e s t e d  
in is  w o r l d  l e a d e r s h i p .  She t r i e d  to get  it t h r o u g h  the  C o m m u n i s t  
method  and has  f a i l ed  up to the p r e s e n t  t i m e .  In wan t ing  to b e c o m e  the 
w o r l d  l e a d e r ,  she  r e m e b e r s  what  S ta l in  s a i d - - I  th ink  it was  in 1924--  
to the e f f ec t  that  he  would take  the W e s t e r n  Wor ld  wi thout  f i r i n g  a shot  
but by d e s t r o y i n g  t h e i r  e c o n o m i e s .  

Le t  us a s s u m e  a l l  of t h o s e  a s s u m p t i o n s  have  b e e n  a c c e p t e d ,  and 
then  s a y  that  t hey  adopt  c a p i t a l i s m  i n s t e a d  of s o c i a l i s m .  T h e r e  is  
e v e r y  e v i d e n c e  in  the  w o r l d  to poin t  to the  fac t  that  R u s s i a  t oday  is  
a c c e p t i n g  c a p i t a l i s m  in s o m e  f a c e t s  of h e r  e c o n o m y ,  p a r t i c u l a r l y  in 
f a r m i n g .  We find i n c e n t i v e  s y s t e m s  b e i n g  u s e d  t h r o u g h o u t  the f a c t o r i e s .  
We find i n c e n t i v e  s y s t e m s  b e i n g  u s e d  f o r  e n g i n e e r s  and s c i e n t i s t s .  T h o s e  
a r e  th ings  tha t  c a m e  out of o u r  c o n c e p t  of c o n d u c t i n g  a b u s i n e s s .  

Le t  us  a s s u m e  that  at  the  s a m e  t i m e  that  t h e y  m a k e  a f l i p - f l op  to 
c a p i t a l i s m  we c o n t i n u e  o u r  r a t h e r  d r u n k e n  s t a g g e r  t o w a r d  s o c i a l i s m  
in th is  c o u n t r y .  A g a i n  I r e m i n d  you that  I a m  m e r e l y  s u g g e s t i n g  th i s  
as  a p o s s i b l e  a l t e r n a t i v e .  If that  h a p p e n s ,  if R u s s i a  i s  i n t r o d u c e d  to 
f r e e d o m  by adop t ing  c a p i t a l i s m  in  an i n c r e a s i n g  o r d e r ,  and if she  
v~uld e v e n t u a l l y  s a y  tha t  if th is  is  good in e c o n o m i c  f i e l d s  it is  good in  
p o l i t i c a l  f i e l d s ,  we m i g h t  s o m e  d a y  s e e  the f o r m u l a t i o n  of a c o n s t i t u t i o n  
in R u s s i a  and f r e e d o m  c r e e p  into  h e r  p o l i t i c a l  p h i l o s o p h y .  
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If we a l l o w  o u r  e c o n o m y  to b e c o m e  s o c i a l i z e d  and if we c o n t i n u e  
to look to the  G o v e r n m e n t  fo r  s o u r c e s  of s t r e n g t h ,  it  is  not  i m p o s s i b l e  
to c o n c e i v e  that  we can  wind up by be ing  the s o c i a l i s t  c o u n t r y .  What  
would h a p p e n ?  R u s s i a  would be the wor ld  p o w e r ,  which  is  j u s t  what  
she  wan t s  today .  

T h e r e  is one o t h e r  a v e n u e  you can  d e p a r t  f r o m  in a r r i v i n g  at 
that  r a t h e r  w i l d - e y e d  a s s u m p t i o n .  Tha t  i s  that ,  if R u s s i a  d o e s  c o n t i n u e  
to go into  c a p i t a l i s t  w a y s  and does  d e v e l o p  a f r e e  c o u n t r y ,  a f r e e  repub- ,  
l i c ,  it wi l l  t ake  m a n y  y e a r s  to do that .  Then  we wi l l  have  the s i t u a t i o n  
of two g r e a t  c o u n t r i e s  in the  wor ld ,  the two l e a d i n g  p o w e r s ,  hav ing  
i d e n t i c a l  e c o n o m i c  s y s t e m s  and i d e n t i c a l  g o v e r n m e n t a l  s y s t e m s - - i f  
that  could  e v e r  c o m e .  The  q u e s t i o n  c o m e s  to m i n d ,  g e n t l e m e n :  Don ' t  
we get  back  in the old s i t u a t i o n  w h e r e  we m i g h t  h a v e  to go to w a r  to 
m a i n t a i n  e c o n o m i c  p o w e r  in the wor ld  ? So we a r e  in a s i t u a t i o n  l ike  the  
one in w h i c h  the s n a k e  e a t s  i t s  t a i l .  You don ' t  know w h e r e  you wind up. 

To s u m m a r i z e  and to look at the w o r l d  s i t u a t i o n  e c o n o m i c a l l y ,  
as  A m e r i c a n  k n o w - h o w  s p r e a d s  a r o u n d  the  w o r l d ,  a s  A m e r i c a n  
m a c h i n e r y  and e q u i p m e n t  ge t s  into o t h e r  hands :  T h e r e  is  no q u e s t i o n  
that  w o r l d  p r o d u c t i o n  is  going to i n c r e a s e .  C o m p e t i t i o n  is  go ing  to 
get  s t r o n g e r .  

F o r  e x a m p l e ,  I h a v e  b e e n  v i s i t i n g  Mex ico  a l l  of m y  l i fe .  I r e m e m -  
b e r  in 1949 that  the  p r e s i d e n t  of S e a r s  R o e b u c k  down t h e r e  told m e  that  
93 p e r c e n t  of the m e r c h a n d i s e  c a m e  f r o m  the Uni ted  S t a t e s .  When that  
g e n t l e m a n  r e t i r e d  two y e a r s  ago,  I th ink  he s a id  that  on ly  27 p e r c e n t  
of the m e r c h a n d i s e  was  c o m i n g  f r o m  the Uni ted  S t a t e s .  I have  s e e n  
p e o n s  w o r k i n g  a W a r n e r  and S w a z e y  l a the ,  and a l l  t h e y  had to do was ,  
"Una ,  dos ,  t r e s ,  cua t ro ,  " and out c a m e  a s h o t g u n  b a r r e l .  It d o e s n ' t  
t ake  a lot of i n t e l l i g e n c e  to push  bu t tons .  So we c a n  e x p e c t  to f ind o u r  
own m a r k e t s  d i m i n i s h i n g  as  we supp ly  t h e s e  m a c h i n e  too l s  to the r e s t  
of the wor ld  and as  the r e s t  of the  w o r l d ' s  e c o n o m i c  s y s t e m s  t ake  on 
o u r  p r o d u c t i o n - l i n e  m e t h o d s ;  as  we s a y  to the  peop le  of the w o r l d  who 
l ive  in f o r m e r l y  u n i n h a b i t a b l e  s e c t i o n s ,  " O u r  m e d i c i n e s ,  our  m e d i c a l  
k n o w - h o w ,  wi l l  le t  you l ive  in t h e s e  j u n g l e s ,  wi l l  le t  you l ive  at  t h e s e  
a l t i t u d e s ,  wi l l  le t  you l ive  w h e r e  you c o u l d n ' t  l ive  b e f o r e .  " We a r e  
e n c o u r a g i n g  the i n c r e a s e  of popu l a t i on  and we a r e  e n c o u r a g i n g  at  the  
s a m e  t i m e  the  d e m a n d  of that  popu la t i on  fo r  goods ;  and it is  on ly  
n a t u r a l  tha t  t hey  look to t h e i r  own c o u n t r i e s .  

You m a y  say ,  "What  i s  going  to h a p p e n  to the Uni ted  S t a t e s  s t a n -  
d a r d  of l i v ing  if tha t  h a p p e n s ? "  If we do no th ing  about  it ,  the t e n d e n c y  
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w i l l  be  f o r  o u r  s t a n d a r d  o f  l i v i n g  to  c o m e  d o w n  and  f o r  t h a t  o f  t h e  r e s t  
of  t h e  w o r l d  to  go  u p .  T h a t  to  m e  i s  t h e  g r e a t  c h a l l e n g e  t h a t  f a c e s  
A m e r i c a .  It i s  g o i n g  to  t a x  o u r  a b i l i t i e s .  C e r t a i n l y  i t  i s  a c h a l l e n g e  
to  o u r  s c i e n t i s t s  a n d  to o u r  e n g i n e e r s  to  d e v e l o p  b e t t e r  m e t h o d s  o f  
p r o d u c t i o n  a n d  to  i m p r o v e  o u r  e q u i p m e n t ,  to  m a k e  m o r e  a u t o m a t i o n  
p o s s i b l e ,  and  c e r t a i n l y  t o  o v e r c o m e  w h a t  i s  o n e  o f  t h e  m a j o r  p r o b l e m s  
f a c i n g  o u r  w h o l e  e c o n o m i c  s y s t e m ,  w h i c h  i s  to  r e c o v e r  m o r e  m a t e r i a l s  
f r o m  p o o r e r  s o u r c e s  o f  s u p p l i e s .  You  k n o w  t h r o u g h  y o u r  s t u d i e s  t h a t  
we  h a v e  g o n e  a l o n g  w a y  t o w a r d  d e p l e t i n g  t h e  n a t u r a l  r e s o u r c e s  o f  t h i s  
c o u n t r y .  

I c a n  r e m e m b e r  t h e  d a y  in  A r i z o n a  in  o u r  c o p p e r  m i n i n g  w h e n  10 
p e r c e n t  to  15 p e r c e n t ,  o r  p o s s i b l y  20 p e r c e n t ,  c o p p e r  w a s  no t  u n u s u a l .  
T o d a y  o u r  m i n i n g  i s  m o s t l y  d o n e  o n  c o p p e r  b o d i e s  t h a t  go  b e l o w  1 p e r -  
c e n t ;  s o  we  a r e  b e g i n n i n g  to  s c r a t c h  t h e  b o t t o m .  B u t  t h e  b o t t o m  i s  a 
g r e a t  b ig ,  f a t  b o t t o m ,  a n d  we  h a v e  to  e n c o u r a g e  p e o p l e  to  g e t  i n t o  t h e  
e n g i n e e r i n g  o f  i t ,  w e  h a v e  to  e n c o u r a g e  c a p i t a l  to  g e t  i n t o  t h e  i n v e s t -  
rnent  o f  i t ,  s o  t h a t  we  c a n  go d e e p e r  a n d  g e t  m o r e  o f  t h e s e  m a t e r i a l s ,  
e v e n  t h o u g h  t h e  s o u r c e  i s  p o o r e r  a n d  p o o r e r .  Of c o u r s e  we  h a v e  to 
d e v e l o p  n e w  s o u r c e s  o f  s u p p l y ,  n e w  n a t u r a l  r e s o u r c e s .  

It i s  a c h a l l e n g e  to w o r k e r s  o f  t h i s  c o u n t r y  to  i n c r e a s e  t h e i r  
p r o d u c t i v i t y .  I d o n ' t  t h i n k  t h i s  i s  a n y  t i m e  in  o u r  h i s t o r y  w h e n  t h e  
w o r k i n g  m a n  c a n  g o  b a c k ,  b e c a u s e  we  h a v e  t h e  w o r k e r s  o f  t h e  r e s t  o f  
t h e  w o r l d  t h a t  h a v e  h a d  a t a s t e  o f  o u r  w a y  o f  l i f e  a n d  t h e y  w a n t  to  
i m p r o v e  t h e m s e l v e s .  

It  i s  a c h a l l e n g e  to  t h e  G o v e r n m e n t  to  r e c o g n i z e  m o r e  a n d  m o r e  
i t s  p r o p e r  p l a c e  in  o u r  e c o n o m i c  w o r l d  a n d  to s t a y  c u t  o f  i t  u n l e s s  i t  i s  
in  a p r o p e r  a c t i o n .  

It  i s  a c h a l l e n g e  to  c a p i t a l  to  p r o v i d e  m o r e  i n v e s t m e n t  s o  t h a t  t h e  

e c o n o m y  c a n  c o n t i n u e  to  g r o w .  

It  i s  a c h a l l e n g e  to  t h e  A m e r i c a n  p e o p l e ,  m o r e  t h a n  i t  i s  a c h a l -  
l e n g e  to  a n y  o t h e r  b o d y ,  to  k n o w  o u r  s y s t e m  a n d  to  r e s p e c t  i t  a n d  to  
a d h e r e  to  i t ,  no  m a t t e r  h o w  b e a u t i f u l  t h e  s i r e n  c a l l  o f  s o c i a l i s m  m i g h t  
b e  o r  h o w  w o n d e r f u l  i t  m i g h t  s o u n d .  T h e y ' v e  go t  to  p l u g  up  t h e i r  e a r s  
a nd  s i n g  t h e  A m e r i c a n  s o n g  a l i t t l e  b i t  l o u d e r  a s  t h e y  go  by  t h o s e  b l a c k  
r o c k s  o n  w h i c h  t h o s e  s i r e n s  s i t ;  o r  we  c a n  g e t  o u r s e l v e s  i n t o  t r o u b l e .  

T h i s  c e r t a i n l y  i n c l u d e s  y o u ,  who  a r e  t h e  m i l i t a r y  l e a d e r s  o f  
t o m o r r o w .  I w a n t  to  c l o s e  be  r e i t e r a t i n g  w h a t  I s t a t e d  a t  t h e  f i r s t .  
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I d o n ' t  th ink  t h e r e ' s  a g r o u p  of peop le  in A m e r i c a  who have  m o r e  
r e s p o n s i b i l i t y  on t h e i r  s h o u l d e r s  than  you peop l e  h e r e  t oday  who a r e  
go ing  to be the g e n e r a l s  and the a d m i r a l s  of t o m o r r o w .  I th ink  f a r  
m o r e  r e s p o n s i b i l i t y  r e s t s  on you than  on us ,  the m e m b e r s  of C o n g r e s s .  
I s a y  that  b e c a u s e  I a m  c o n v i n c e d  that  in m y  l i f e t i m e  and in the l i f e t i m e  
of m y  c h i l d r e n ,  and p r o b a b l y  in the l i f e t i m e  of t h e i r  c h i l d r e n ,  th i s  
c o u n t r y  is  going  to c o n c e n t r a t e  i ts  e c o n o m i c  e f f o r t s  and i ts  p e r s o n n e l  
e f f o r t s  t o w a r d  the m a i n t e n a n c e  of p e a c e .  To do tha t  we m u s t  h a v e  a 
s t r o n g  e c o n o m i c  s y s t e m  and a s t r o n g  m i l i t a r y  s y s t e m .  

You g e n t l e m e n  wi l l  be the ones  in the  next  y e a r s  who wi l l  be 
c o m i n g  up to the Hi l l  to a s k  fo r  m o n e y  and to e x p l a i n  why you  n e e d  it .  
I hope  that ,  as  you f o r m u l a t e  y o u r  b u d g e t s ,  you keep  in m i n d  the fac t  
that  th i s  is  a l i f e - l o n g  p a r t n e r s h i p  now.  It is  not a w a r  that  h a s  e n d e d  
and h a s  r e l e g a t e d  you  back  to the d a r k  days  of the 1930's and the 1920's .  
I t ' s  a w a r  that  is  n e v e r  going to end in y o u r  l i f e t i m e  o r  m i n e .  I t ' s  a 
w a r  that  is  go ing  to c h a l l e n g e  the  bes t  e f f o r t s  of  you and the  b e s t  
e f f o r t s  of the  c i t i z e n s  of th is  c o u n t r y  to s e e  that  the m i l i t a r y  s t a y s  in 
i t s  p r o p e r  r o l e ,  that  the c i t z e n r y  s t a y s  in i t s  p r o p e r  r o l e ,  and that  
the  e c o n o m y  of the  c o u n t r y  is  m a i n t a i n e d  at a v e r y  h e a l t h y  and h igh  
l e v e l  of d e v e l o p m e n t .  

It ha s  b e e n  a p l e a s u r e  to a d d r e s s  t h e s e  few r e m a r k s  to you .  I 
u n d e r s t a n d  that  q u e s t i o n s  a r e  in o r d e r .  I wi l l  be w i l l i ng  to a n s w e r  any  
e x c e p t  on the b l a c k  book we got f r o m  Mr .  B r e w s t e r  in P o r t l a n d .  

C A P T A I N  MOTT:  G e n t l e m e n ,  S e n a t o r  G o l d w a t e r  is  r e a d y  fo r  
y o u r  q u e s t i o n s .  

QUESTION:  S e n a t o r ,  you s u g g e s t e d  that  the one a v e n u e  fo r  
G o v e r n m e n t  Lrffluence in o u r  e c o n o m y ,  which  is  c e r t a i n l y  a p r o b l e m ,  
c o n t r o l  of the  c u r r e n c y .  I shou ld  l ike  to a s k  you  to c o m m e n t ,  s i r ,  on 
the r e a s o n s  why the G o v e r n m e n t  c o n t r o l  of c u r r e n c y  a p p a r e n t l y  f a i l ed  
to s t e m  the  d i f f i c u l t i e s  in ou r  e c o n o m y  b e t w e e n  1929 and 1932. 

is  

SENATOR G O L D W A T E R :  Wel l ,  we d idn ' t  have  the ful l  s e t  of 
c o n t r o l s  that  we have  today .  We d idn ' t  have  the F e d e r a l  D e p o s i t  I n s u r -  
a n c e  C o r p o r a t i o n .  We d idn ' t  have  the S e c u r i t i e s  and E x c h a n g e  C o m m i s s i o n .  
The  F e d e r a l  R e s e r v e  o p e r a t i o n  was  a u t h o r i z e d ,  but is  was  n e v e r  used ;  
n o r  would it ,  in m y  m i n d ,  have  b e e n  m u c h  of a r e s t r a i n i n g  f a c t o r  in 
the 1929 t r o u b l e .  I don ' t  b e l i e v e ,  e i t h e r ,  that ,  b e c a u s e  we have  F e d e r a l  
D e p o s i t  I n s u r a n c e  now,  and b e c a u s e  we have  SEC,  and b e c a u s e  we have  
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a m u c h  m o r e  a c t i v e  F e d e r a l  R e s e r v e ,  we could  have  c h a n g e d  it m u c h - -  
o r  l e t ' s  s a y  that  we could  not have  had any  m o r e  i m p a c t  than I r e l a t e d  
t h r o u g h  the s p e n d i n g  of 52 p e r c e n t  of the budge t .  

Some  of t h e s e  s o - c a l l e d  b u i l t - i n  p r o t e c t o r s  wi l l  p r o t e c t  c e r t a i n  
a r e a s ,  but t h e y  a r e  the a r e a s  w h e r e  p r o b a b l y  the p r o t e c t i o n  would be 
the l e a s t  "felt, p a r t i c u l a r l y  in F e d e r a l  D e p o s i t  I n s u r a n c e .  In the 
a m o u n t s  that  t h e y  i n s u r e  we don ' t  f ind m u c h  s a v i n g  at the p r e s e n t  
t ime.  In SEC the e c o n o m y  has ,  I th ink,  o u t g r o w n  Wal l  S t r e e t  and Wal l  
S t r e e t ' s  e f fec t .  You r e c a l l  back  in the l a t e  t w e n t i e s  that  e v e r y b o d y  who 
w o r k e d  with you o r  fo r  you had the  Wal l  S t r e e t  R e p o r t  in h i s  hip p o c k e t  
as  soon  as  it c a m e  out and he was  go ing  h o m e  to find what  e l s e  he  could  
put on m a r g i n  to get  a few m o r e  s h a r e s  of s tock .  When  the c r a s h  c a m e  
in O c t o b e r  1929 it v e r y  s e r i o u s l y  h u r t  p e o p l e .  T o d a y  we find g r e a t  
t r u s t  in the s t o c k  m a r k e t .  The  un ion  funds ,  m u c h  of the 4-1 /2  b i l l i on  
d o l l a r s  of the w e l f a r e  funds ,  a r e  i n v e s t e d .  You f ind e d u c a t i o n a l  and 
r e l i g i o u s  t r u s t s  i n v e s t e d  in s t o c k s ,  w h e r e  t h e y  don ' t  p a r t i c u l a r l y  c a r e  
about  g a i n s - - w h a t  t h e y  a r e  i n t e r e s t e d  in is i n c o m e .  So, wi th  tha t  
s i t u a t i o n ,  I doubt  tha t  Wal l  S t r e e t  i t s e l f  would be  m u c h  of a f a c t o r  in 
s t a r t i n g  a r e c e s s i o n  o r  a d e p r e s s i o n  in th is  c o u n t r y .  

Tha t  is  the a r e a  we c o n t r o l  m o s t l y .  

QUESTION:  S e n a t o r ,  in  the  New York  T i m e s  th i s  m o r n i n g  J a m e s  
R e s t o n  r e f e r r e d  to you as  t ak ing  the l e ad  in the  m o v e m e n t  a g a i n s t  c o m -  
p u l s o r y  u n i o n i s m .  Is th is  the r o l e  that  you b e l i e v e  the G o v e r n m e n t  
shou ld  t ake  a g a i n s t  o r g a n i z e d  l a b o r ?  

SENATOR G O L D W A T E R :  I b e l i e v e  that  s o m e  e l e m e n t  of G o v e r n -  
m e n t  has  to t ake  it .  We now have  on the l aws  in Sec t i on  14 (b) of the 
T a f t - H a r t l e y  Act  the  r i g h t  fo r  the s t a t e s  to t ake  that  r o l e .  E i g h t e e n  
s t a t e s  in  the  c o u n t r y  have  e n a c t e d  s o - c a l l e d  r i g h t - t o - w o r k  l aws  that  
in  e f f ec t  s a y  tha t  a m a n  c a n ' t  be d e n i e d  e m p l o y m e n t  f o r  m e m b e r s h i p  
o r  n o n m e m b e r s h i p  in a l a b o r  o r g a n i z a t i o n .  

P u t t i n g  that  in the  n a t i o n a l  s c e n e - - a n d  I a m  v e r y  m u c h  i n t e r e s t e d  
in hav ing  that  h a p p e n  in th i s  c o u n t r y - - I  th ink  it would be the m o s t  h e a l t h y  
th ing  in the w o r l d  tha t  could  h a p p e n  f o r  the l a b o r  m o v e m e n t  to get  a w a y  
f r o m  c o m p u l s o r y  u n i o n i s m  in  any  f o r m  and to get back  to v o l u n t a r y  
u n i o n i s m .  Of the  51 m e m b e r  n a t i o n s  of the  I n t e r n a t i o n a l  L a b o r  O r g a n i -  
za t ion ,  we a r e  the on ly  na t i on  that  in law s p e l l s  out any  f o r m  of c o m p u l -  
s i o n  tha t  you have  to be long .  T h e r e  a r e  f ive  o t h e r  na t ions  that ,  by 
e l i m i n a t i o n  o r  n e g l e c t  to m e n t i o n  it in  t h e i r  l a w s ,  we m i g h t  say ,  have  it 
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in  t h e i r  l a w s .  But the g r e a t  m a j o r i t y  of the  n a t i o n s  of the wor ld  have  
l aws  a g a i n s t  c o m p u l s o r y  u n i o n i s m ,  and t h e y  have  the g r e a t e s t  p e r -  
c e n t a g e  of t h e i r  l a b o r  f o r c e s  w o r k i n g  as  m e m b e r s  of un ions .  

I don ' t  th ink  it i s  r i gh t  u n d e r  ou r  c o n c e p t  of g o v e r n m e n t  to t e l l  
any  m a n  tha t  he  has  to be long  to th is  o r g a n i z a t i o n  o r  tha t .  I th ink  it 
c e r t a i n l y  i n f r i n g e s  on the F i r s t  A m e n d m e n t ,  on the F i f th  A m e n d m e n t ,  
o n  the  Nin th  A m e n d m e n t ,  and on the F o u r t e e n t h  A m e n d m e n t .  If we 
c o n t i n u e  i t ,  I th ink  it i s  go ing  to w o r k  a h a r d s h i p  to o u r  c o n c e p t  of 
f r e e d o m s ,  and I th ink  it is  go ing  to be a h a r d s h i p  to the  u n i o n s .  I 
would r a t h e r  s e e  un ion  l e a d e r s - - a n d  the  m a j o r i t y  of  t h e m  a r e  good 
m e n - - n o t  l ike  what  we l~ave up h e r e  t o d a y - - s p e n d i n g  t h e i r  t i m e  on 
i m p r o v i n g  t h e i r  un ions  than  s e e  t h e m  s p e n d i n g  the  t i m e  t h e y  do on 
p o l i t i c a l  a c t i v i t y .  Th i s  has  no r e l a t i o n s h i p  at a l l  to w a g e s  and h o u r s .  

In fac t  I a m  told that  in t h e s e  new b u i l d i n g s  of un ion  o r g a n i z a t i o n s  
t h e r e  a r e  not  e v e n  n e g o t i a t i n g  r o o m s .  So t h e y ' v e  go t t en  a w a y  f r o m  the  
o r i g i n a l  c o n c e p t .  

I d idn ' t  know the New Y o r k  T i m e s  had tha t  in i t .  I wi l l  have  to 
r e a d  i t .  I don ' t  u s u a l l y  s e e  it .  

QUESTION:  S i r ,  I g a t h e r  f r o m  y o u r  ta lk  that  you f e e l  that  if  the  
e c o n o m i e s  of t h o s e  o t h e r  n a t i o n s  deve lop  we wi l l  have  m o r e  c o m p e t i t i o n  
and t h e r e f o r e  ou r  e c o n o m y  wil l  be d e p r e s s e d .  T h e r e  is a n o t h e r  v iew 
w h i c h  s a y s  that  as  t h e i r  e c o n o m i e s  i m p r o v e  they  wil l  be b e t t e r  ab l e  
to buy  o u r  p r o d u c t s .  Th i s  h a s  to do wi th  the v a l u e s  of the n a t u r a l  d i v i -  
s i on  of l a b o r .  I w o n d e r  if you wi l l  c o m m e n t  on that  as  a p o s s i b i l i t y .  

SENATOR G O L D W A T E R :  T h e r e  a r e  two c o m m e n t s  I would l ike  
to m a k e  on i t .  I d o n ' t  want  you to get  the i dea  that  o u r  e c o n o m y  would 
n e c e s s a r i l y  b e c o m e  d e p r e s s e d .  I sa id  if we don ' t  do a n y t h i n g  about  
c o n t i n u i n g  o u r  t e c h n o l o g i c a l  a d v a n c e m e n t s ,  and so fo r t h ,  that  o u r  
s t a n d a r d  of l iv ing  wi l l  r e m a i n  the s a m e  o r  go down to m e e t  the r i s i n g  
s t a n d a r d  of l iv ing  of the  w o r l d .  Tha t  could  o r  could  not a f f ec t  ou r  
e c o n o m i c  s y s t e m .  

A s  to the idea  that  a s  o t h e r  n a t i o n s  d e v e l o p  t h e i r  e c o n o m i c  sys~- 
t e rns  t h e y  c a n  buy  m o r e  f r o m  us ,  that  is  t r u e  up to a point .  But we a r e  
a l s o  g r o w i n g .  Our  p o p u l a t i o n  wi l l  be 200 m i l l i o n  by 1975, and we a r e  
go ing  to have  a p r o b l e m  of p r o d u c i n g  m o r e  and m o r e  fo r  ou r  own p e o p l e .  

T h e n  we have  the p r o b l e m  of d e p l e t i n g  o u r  n a t u r a l  r e s o u r c e s  
whi le  the  g r e a t  m a j o r i t y  of the w o r l d  h a s  not e v e n  begun  to touch  t h e i r  
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n a t u r a l  r e s o u r c e s .  So t h e  p r o p o s i t i o n  t h a t  y o u  m a k e  w o u l d  be  t r u e  in  
s o m e  a r e a s ,  bu t  I d o n ' t  t h i n k  i t  w o u l d  h a v e  a n y  g r e a t  e f f e c t .  I t h i n k  
we w o u l d  r e t a i n  t h e  s a m e  i m b a l a n c e  in  t r a d e  e v e n  a f t e r  t h o s e  e f f e c t s  
w e r e  f e l t .  

T h a t  i s  o n e  of  t h e  t h e o r i e s  of  t h e  o p e n - d o o r  t a r i f f  p o l i c y  w h i c h  I 
d o n ' t  e x a c t l y  a g r e e  w i t h .  We h a v e  a n  a v e r a g e  t a r i f f  o f  o n l y  8 p e r c e n t  
a n d  y e t  we a r e  c o m p e t i n g  w i t h  c o u n t r i e s  t h a t  h a v e  a v e r a g e  t a r i f f s  o f  
20 p e r c e n t  and  h i g h e r  a g a i n s t  o u r  g o o d s .  T h e  p r o b l e m  is  to  c o n t i n u e  
to i m p r o v e  o u r  o w n  w a y s  of  d o i n g  t h i n g s  and  k e e p  a h e a d  of t h e  w o r l d .  
L e t  t h e m  c o p y  t h o s e  t h i n g s ,  bu t  t o m o r r o w  c o m e  ou t  w i t h  b e t t e r  o n e s - -  
k e e p  b u i l d i n g  b e t t e r  m o u s e  t r a p s .  

Q U E S T I O N :  S i r ,  I r e c o g n i z e  t h a t  i t  i s  d i f f i c u l t  to  a s s e s s  t h e  
s p i r i t u a l  f o r c e  t h a t  we h a v e .  I w i l l  a s k  t h i s  q u e s t i o n  in  r e l a t i o n  to  
c o n d i t i o n s  w h i c h  e x i s t  now on  t h e  H i l l  and  e x i s t e d  l a s t  y e a r ,  a s  f a r  a s  
t h e  r a c k e t e e r i n g  i s  c o n c e r n e d .  W h y  i s  i t ,  s i n c e  we  h a v e  s u c h  a l a r g e ,  
f o r c e f u l  s p i r i t u a l i t y  w i t h i n  t h e  U n i t e d  S t a t e s ,  t h a t  i t  r e q u i r e s  a s e n a -  
t o r i a l  i n v e s t i g a t i o n  t e a m  on  t h e  h i g h e s t  g o v e r n m e n t a l  l e v e l  to  f e r r e t  
ou t  r a c k e t e e r s  and  c r o o k s ,  a n d  t h a t  o n l y  a f t e r  t h a t  d o e s  i t  b e c o m e  
a p p a r e n t  t h a t  t h e  a c t i o n  c h a n g e d  l o n g  b e f o r e ?  

S E N A T O R  G O L D W A T E R :  I t h i n k  y o u  h a v e  a s k e d  a q u e s t i o n  t h a t  
i n v o l v e s  t w o  a r e a s  t h e r e .  If y o u  d o n ' t  m i n d ,  I w i l l  a n s w e r  i t  o n e  a n d  
t w o .  T h e  f i r s t  r e l a t e s  to  t h e  g a s - b i l l  i n c i d e n t ,  l a s t  y e a r  o n  t h e  H i l l .  
I h a p p e n  to be  a m e m b e r  of  b o t h  c o m m i t t e e s ,  t h e  o n e  s t u d y i n g  r a c k e t -  
e e r i n g  and  t he  o n e  s t u d y i n g  l o b b y i n g  and  c a m p a i g n i n g .  We a r e  a b o u t  
to  f i n i s h  t h a t  one  u p .  Now,  in  a n y  g r o u p ,  e v e n  in  t h i s  g r o u p ,  w h e n  y o u  
g e t  10 m e n  t o g e t h e r ,  1 o r  2 o f  t h e m  a r e  g o i n g  to  h a v e  a l i t t l e  l o w e r  
r ~ r a l  s t a n d a r d s  t h a n  t h e  o t h e r s .  I d o n ' t  t h i n k  we  c a n  e v e r  h o p e  to  
h a v e  e v e r y b o d y  in  t h i s  c o u n t r y  on  t h e  s a m e  m o r a l  p l a n e .  B e c a u s e  of  
t h a t ,  we f ind  in  C o n g r e s s  p e o p l e  who  w i l l  t a k e  m o n e y .  We f i n d  i t  i n  
t h e  s t a t e  l e g i s l a t u r e s .  We f i n d  i t  in  t h e  c i t y  c o u n c i l s .  B u t  I w i l l  s a y  
t h i s  a b o u t  t h i s  C o n g r e s s ,  t h a t ,  a f t e r  s p e n d i n g  a y e a r  i n v e s t i g a t i n g  
t h e s e  t h i n g s ,  I t h i n k  t h a t  t h e y  a r e  a w a y  a b o v e  t h e  a v e r a g e  in  t h a t  
r e s p e c t .  I d o n ' t  t h i n k  t h a t  t h e  t e n d e n c y  to t a k e  b r i b e s  e x i s t s  on  t h e  
H i l l .  R e m e m b e r  t h i s :  T a k e  m y  j o b .  It i s  w o r t h  $ 1 3 2 , 0 0 0  f o r  s i x  
y e a r s .  W h o  i s  g o i n g  to  i m a g i n e  t h a t  t h e y  c a n  b r i b e  a j ob  l i k e  t h a t  w i t h  
$ 5 0 0  o r  $1, 000 ,  o r  $ 2 , 0 0 0 ?  A n y t h i n g  a b o v e  t h a t  w o u l d  be  k n o w n  

i m m e d i a t e l y .  

I don't think it is any great problem in this country. I don't 
think we have to write laws against that particular thing. I have come 
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to the c o n c l u s i o n ,  fo r  i n s t a n c e ,  a f t e r  a y e a r  of s t u d y  of th i s ,  tha t ,  
i n s t e a d  of t r y i n g  to r e s t r i c t  c a m p a i g n  e x p e n d i t u r e ,  we ought  to t h r o w  
the d o o r  open and spend  a l l  the m o n e y  we want;  we should  jus t  l i m i t  
the  a m o u n t  e a c h  i n d i v i d u a l  can give ,  and m a k e  r e p o r t i n g  a l i t t l e  m o r e  
s t r i c t  than  it a c t u a l l y  i s .  

The  a v e r a g e  A m e r i c a n  is a v e r y  h o n e s t  cook i e .  He i s n ' t  go ing  to 
t r y  to c h e a t  you,  and he d o e s n ' t  expec t  you to t r y  to chea t  h i m .  It bo i l s  
down to a m o r a l  p r o b l e m .  If you want  to be c r o o k e d ,  t h a t ' s  y o u r  own 
b u s i n e s s .  We c a n ' t  w r i t e  a l aw in the w o r l d  that  s a y s  you  c a n ' t  t ake  a 
b r i b e ,  b e c a u s e ,  as  long as t hey  a r e  p r i n t i n g  that  g r e e n  s tuf f  downtown 
and t h e y  can  p a s s  it a r o u n d ;  as  long as t hey  a r e  p r i n t i n g  m o n e y  in th is  
c o u n t r y  and t hey  have  t in  c a n s ,  that  kind of th ing  is going to go on. 

The  s e c o n d  q u e s t i o n  is  on the p r e s e n t  i n v e s t i g a t i o n  into r a c k e t e e r -  
ing  in l a b o r  un ions .  Tha t  has  been  known f o r  y e a r s  and y e a r s  and 
y e a r s .  We had no i dea  of the ex ten t  to which  it went .  F o r  i n s t a n c e ,  I 
have  b e e n  c o n c e r n e d  f o r  a n u m b e r  of y e a r s  with jus t  one s m a l l  p r o b l e m  
of the whole  m a j o r  p r o b l e m ,  which  goes  on in e v e r y  one of the towns  
you l ive  in.  It is  t h i s  p a r t i c u l a r  bit of r a c k e t e e r i n g ,  if you  want  to 
c a l l  it tha t .  

Take  the p l u m b e r s '  un ion ,  and the  p l u m b i n g  c o n t r a c t o r s .  T h e y  get  
t o g e t h e r  in,  l e t ' s  s ay ,  P h o e n i x ,  w h e r e  th i s  c a s e  i s .  T h e y  f o r m  an 
a s s o c i a t i o n .  T h e y  ca l l  it by s o m e  o t h e r  n a m e ,  but t h a t ' s  what  it i s .  
The  un ion  b e l o n g s  to it and the m a n a g e m e n t  be longs  to i t .  You c o m e  
into town.  You a r e  a p l u m b e r  and a c a r d  c a r r i e r .  You want  to open up 
a l i t t l e  p l u m b i n g  shop .  You f i r s t  have  to be long  to the a s s o c i a t i o n .  You 
find tha t  j o in ing  that  a s s o c i a t i o n  is  p r e t t y  h a r d .  In fac t ,  t hey  can  keep  
you  out .  You say ,  " T h e  d e v i l  wi th  t h e m .  I ' l l  s t a r t  wi thout  i t . "  You 
go out and t ake  a c o n t r a c t  to do s o m e  p l u m b i n g .  You c a l l t h e  ha l l  and 
a s k  fo r  s ix  p l u m b e r s .  T h e y  s a y  t hey  c a n ' t  s end  t h e m  to you b e c a u s e  
you a r e  not a m e m b e r  of the a s s o c i a t i o n .  Then  t hey  work  to the end 
that  t hey  c o n t r o l  and r e g u l a t e  b idding .  L e t ' s  s a y  t h e r e  a r e  f ive  of us,  
and we a r e  p l u m b i n g  c o n t r a c t o r s .  You f e l l ows  say ,  " B a r r y ,  i t ' s  y o u r  
t u rn .  You t e l l  us what  you a r e  go ing  to bid on th is  and w e ' l l  bid h i g h e r .  " 

Th i s  i s  the kind of c o l l u s i o n  and r e s t r a i n t  of t r a d e  that  has  b e e n  
going  on, which  I though th i s  c o m m i t t e e  would b a s i c a l l y  c o n c e r n  i t s e l f  
with.  When we t a lked  about  the e s t a b l i s h m e n t  of th is  s u b c o m m i t t e e ,  
the G o v e r n m e n t a l  O p e r a t i o n s  S u b c o m m i t t e e  was  i n v e s t i g a t i n g  p u r c h a s e s  
of m i l i t a r y  u n i f o r m s .  T h e y  kept  ge t t i ng  back  to one  f e l low in downtown 
New Y o r k .  No m a t t e r  what  d i r e c t i o n  t hey  took,  h e r e  would be one 
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f e l low downtown  in the g a r m e n t  s e c t i o n  in New York .  T h e y  found 
p a p e r  un ions ,  t h e y  found p a p e r  m a n u f a c t u r e r s .  T h e y  found a lot of 
s h e n a n i g a n s  go ing  on. T h e y  r e p o r t e d  to o u r  L a b o r  C o m m i t t e e .  We 
f o r m e d  th i s  jo in t ,  s e l e c t  c o m m i t t e e  which  has  m a d e  the d i s c l o s u r e s .  
We th ink  th is  job wi l l  t ake  the  b e t t e r  p a r t  of two y e a r s .  I th ink  what  
wi l l  c o m e  out of it wi l l  be l aws  tha t ,  as  you  s u g g e s t ,  we have  known 
shou ld  have  b e e n  e n a c t e d  a long t i m e  ago.  

Mind you,  when  you  s t a r t  to e n a c t  t aws  to r e g u l a t e  and c o n t r o l  an 
o r g a n i z a t i o n  a s  b ig  as  o r g a n i z e d  l a b o r  in th i s  c o u n t r y ,  you r u n  into the  
s a m e  t r o u b l e  that  we r a n  into in the d a y s  when  we found big b u s i n e s s  
too big and we had to r e g u l a t e  it t h r o u g h  the S h e r m a n  A n t i - T r u s t  Act  
and o t h e r  a n t i m o n o p o l y  l a w s .  T h e y  put the e n a c t m e n t  of t h o s e  off f o r  
a long t i m e  t h r o u g h  s h e e r  p o l i t i c a l  p r e s s u r e .  

Now the p o l i t i c a l  p r e s s u r e  is c o m i n g  f r o m  the g r o u p  that  get  l aws  
e n a c t e d ,  and t h a t ' s  the  p e o p l e  of the Uni ted  S ta t e s  and the  un ion  m e m -  
b e r s  t h e m s e l v e s .  T h e y  s ay ,  "We don ' t  l ike  i t .  Make  p e o p l e  r e p o r t  
n ~ r e  a c c u r a t e l y .  P u t  s o m e  c o n t r o l s  to s top  th i s  c o l l u s i o n  and r e s t r a i n t  
of t r a d e .  " T h e r e  a r e  m a n y  r e q u e s t s  c o m i n g  in now,  in k e e p i n g  with  the 
T i m e s  a r t i c l e ,  to t ake  a w a y  c o m p u l s o r y  u n i o n i s m .  

In o t h e r  w o r d s ,  you have  a p e n d u l u m  h e r e .  T h a t ' s  the way the 
l a w s  r u n .  You have  l a b o r  h e r e  and m a n a g e m e n t  o v e r  h e r e .  It was  
a w a y  o v e r  on m a n a g e m e n t ' s  s i de  fo r  a t i m e ,  t hen  it s w u n g  c o m p l e t e l y  
o v e r  to the  l a b o r  s i d e .  Now i t ' s  s t a r t i n g  back  down.  Our  job is to 
make  it hang  s t r a i g h t  down and not f a v o r  e i t h e r  s i d e .  I th ink  t h o s e  a r e  
the kind of l aws  we wi l l  have  c o m e  out of tha t .  

QUESTION:  S e n a t o r ,  would you  c a r e  to g ive  us y o u r  v i e w s  on 
the  i m m e d i a t e  f u t u r e  of ou r  f o r e i g n - a i d  p r o g r a m  and the l o n g e r  t e r m  
p r o s p e c t s  of the p r o g r a m  in the Uni ted  S ta te s  ? 

SENATOR G O L D W A T E R :  Yes .  I would l i ke  to d iv ide  f o r e i g n  a id ,  
though,  in to  t h r e e  p a r t s ,  in  do ing  i t ,  wh ich ,  by  the  way,  I th ink  shou ld  
be done ,  and I h a v e  s u g g e s t e d  it to the E x e c u t i v e  B r a n c h  m a n y  t i m e s - -  
m i l i t a r y  aid,  t e c h n i c a l  a s s i s t a n c e ,  and s o - c a l l e d  f o r e i g n  aid o r  m u t u a l  
s e c u r i t y  funds .  

I th ink m i l i t a r y  f o r e i g n  a id ,  m i l i t a r y  a id ,  wi l l  be a v a i l a b l e  in 
r e a s o n a b l e  a m o u n t s - - a n d  I th ink  t h e y  a r e  r e a s o n a b l e  t o d a y - - f o r  the 
f u t u r e .  I th ink  t e c h n i c a l  a s s i s t a n c e ,  which  is  the  bes t  a p p r o a c h ,  in m y  
mind,  to h e l p i n g  f o r e i g n  c o u n t r i e s ,  wi l l  be a v a i l a b l e .  It is  an 

21 



i n e x p e n s i v e  way  of g e t t i n g  f o r e i g n  g o v e r n m e n t s  to r e a l i z e  how we 
o p e r a t e .  F o r  i n s t a n c e ,  we have  p e o p l e  f r o m  m y  s t a t e  in Egyp t  and 
I s r a e l  n o w - - i n  Egypt  to t r y  to t e a c h  t h e m  how to c l e a n  up the D e l t a  on 
the Ni le .  A n o t h e r  app roach  would be to give Egyp t  two b i l l i on  d o l l a r s  
and le t  t h e m  bungle  a long  and s e e  if t hey  could  c l e a n  up the  s i t u a t i o n ,  
wh ich  t h e y  wou ldn ' t  do. T h r o u g h  our  a s s i s t a n c e  of f ive  m e n  t h e y  a r e  
g r a d u a l l y  ge t t i ng  it done .  

On e c o n o m i c  a s s i s t a n c e ,  the t h i r d  one ,  I b e l i e v e  we a r e  go ing  to 
have  r o u g h  s l e d d i n g .  It i s  p r o b a b l y  the  g r e a t e s t  a r e a  we can  cut  in 
the budge t .  T h e r e  is  m o r e  q u e s t i o n  about  what  ha s  b e e n  done  with  
tha t  m o n e y  than  about  any  o t h e r  s o u r c e  of funds .  About  $57 b i l l i on  have  
gone o v e r s e a s  s i n c e  1946. C e r t a i n l y  in s o m e  a r e a s  it is  done  wel l .  
We c a n ' t  a r g u e  tha t .  But t h e r e  a r e  a lot  of q u e s t i o n s  in ou r  m i n d s  as  
we t r a v e l  a r o u n d  and s e e  what  goes  on with  th i s  m o n e y ,  s e e  w h e r e  no 
p r o g r e s s  has  b e e n  m a d e .  A g r o w i n g  s e n t i m e n t  in C o n g r e s s  is a g a i n s t  
that  type  of a id .  As f a r  as  m i l i t a r y  and t e c h n i c a l  a s s i s t a n c e  a r e  c o n -  
c e r n e d ,  I th ink  t h e y  wi l l  r e m a i n .  

The  u n f o r t u n a t e  th ing,  as  f a r  as I a m  c o n c e r n e d ,  is  that  the 
E x e c u t i v e  B r a n c h  wi l l  not a l low us to sp l i t  it into t h r e e  so that  we c a n  
vote .  I would vote fo r  m i l i t a r y  aid and fo r  t e c h n i c a l  a id ,  and I would 
vote  a g a i n s t  e c o n o m i c  a s s i s t a n c e .  If it is a l l  going  in one  p a c k a g e ,  I 
wi l l  vote  a g a i n s t  the  whole  p a c k a g e .  It i s  m o r e  i m p o r t a n t  to keep  a l l  
the m o n e y  we can  in the Uni ted  S ta t e s  than it is  to s p r e a d  it a r o u n d  the 
w o r l d .  

QUESTION:  S e n a t o r ,  I a m  i n t e r e s t e d  in y o u r  r e m a r k s  with  
r e s p e c t  to d e a l i n g  with the s a t e l l i t e s .  I w o n d e r  what  you c o n s i d e r  
a r e  the p r o s p e c t s  f o r  d r i v i n g  a wedge  in the ch ink  in P o l a n d ,  and what  
the  p r o s p e c t s  m a y  be of ge t t ing  the p r i v a t e  b u s i n e s s m a n  into it. 

SENATOR G O L D W A T E R :  I a m  glad you  p i c k e d  out P o l a n d ,  
b e c a u s e  P o l a n d  is one  of the m o s t  r e c e n t  c o u n t r i e s  to c o m e  to r e a l i z e  
that  a p l a n n e d  e c o n o m y w o n ' t  w o r k - - i n  fac t  t hey  h a v e  a d m i t t e d  tha t  it 
has  p r a c t i c a l l y  w r e c k e d  the c o u n t r y ,  a long  with the n e g o t i a t i o n s  t h e y  
had to m a k e  with R u s s i a .  

I th ink,  if it i s  p r o p e r l y  hand l ed  with  the C o n g r e s s ,  if it c an  be 
po in t ed  out to the C o n g r e s s  that ,  t h r o u g h  p r i v a t e  i n v e s t m e n t s  go ing  
into  t h o s e  c o u n t r i e s ,  p r i v a t e  c a p i t a l ,  and the d e v e l o p m e n t  of a h e a v y -  
e q u i p m e n t  i n d u s t r y ,  we can  a c t u a l l y  b r e a k  t h e m  a w a y  f r o m  the R u s s i a n  
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hold ,  that  you can  s e l l  it to C o n g r e s s .  If you go f l a t l y  and s a y  "We a r e  
a l l  f o r  t r a d e  with  the s a t e l l i t e  c o u n t r i e s ,  " then  you a l w a y s  have  the 
g roup  who wi l l  s ay ,  "No; we wi l l  have  no th ing  to do with  anybody  c o n -  
n e c t e d  with  R u s s i a .  " 

I a m  not of the  s c h o o l  that  s a y s  to go in and do any th ing  f o r  the  
s a t e l l i t e s .  I want to s e e  that  t h e y  a r e  p l a y i n g  ba l l  wi th  us b e f o r e  we 
p l ay  ba l l  wi th  t h e m .  But ,  c e r t a i n l y ,  if  t h e r e  is  a ch ink  in the a r m o r  
r i g h t  t h e r e  now, it would be in the e c o n o m i c  i n t e r e s t s  of the s a t e l l i t e  
c o u n t r i e s  fo r  us  to t r a d e  with  t h e m .  I th ink R u s s i a  knows tha t .  I 
th ink  she  is  f r i g h t e n e d  that  we m i g h t  s t ep  in and le t  ou r  p e o p l e  t r a d e  
in the h e a v y  i n d u s t r i e s  wi th  t h o s e  I ron  C u r t a i n  c o u n t r i e s ,  the s a t e l l i t e  
c o u n t r i e s .  

I would f r a n k l y  l ike  to e x p l o r e  i t .  I th ink it would be a v e r y  
i n t e r e s t i n g  a p p r o a c h .  Our  whole  a i m  in ou r  p r o p a g a n d a  w a r f a r e  and in 
a lot  of o u r  e c o n o m i c  w a r f a r e  is  r i g h t  at  tha t .  It would be an i n t e r e s t i n g  
th ing  to e x p l o r e .  

QUESTION:  My q u e s t i o n  r e l a t e s  to the l a s t  s t a t e m e n t .  If the 
E x e c u t i v e  c a m e  to C o n g r e s s  and r e q u e s t e d  c e r t a i n  a m e n d m e n t s  to the  
B a t t l e  Act  so that  t h e y  would g ive  it m o r e  e l a s t i c i t y  in v iew of the  
s i t ua t i on ,  do you th ink  C o n g r e s s  would be wi l l ing  to fo l low that  a d v i c e ?  

SENATOR GOLDWATER:  I th ink  if it w e r e  p r o p e r l y  e x p l a i n e d  to 
C o n g r e s s ,  wi th  t i m e  spen t  on the exp l ana t i on ,  and if C o n g r e s s  could  be 
a p p r a i s e d  c o m p l e t e l y  by the m i l i t a r y  and by the e c o n o m i c  l e a d e r s  of 
the c o u n t r y  as  to the p r o b a b l e  r e s u l t s ,  it would r e c e i v e  f a v o r a b l e  a c t i o n  
in C o n g r e s s .  If it m e r e l y  c a m e  up as a f la t  s u g g e s t i o n ,  wi thout  a n y  s u b -  
s t a n t i a l  e x p l a n a t i o n ,  I don ' t  th ink  it would have  a c h a n c e  today  of p a s s i n g .  

QUESTION: S e n a t o r  G o l d w a t e r ,  c o n s i d e r i n g  the F e d e r a l  D e p o s i t  
I n s u r a n c e ,  Soc ia l  S e c u r i t y ,  and M i n i m u m  Wage,  w h e t h e r  it  be 94¢ o r  
$1.00,  a r e n ' t  t h o s e  t h r e e  a c t u a l l y  d e v i a t i o n s  f r o m  the  f r e e - e n t e r p r i s e  
s y s t e m ?  If they  a r e ,  s i r ,  what is  a r e a s o n a b l e  a m o u n t  of d e v i a t i o n  
that  o u r  c o u n t r y  shou ld  h a v e ?  

SENATOR G O L D W A T E R :  T h a t ' s  l ike  s a y i n g  you can  be h a l f -  
p r e g n a n t .  It is  a v e r y  good q u e s t i o n .  T h e r e  is a q u e s t i o n  in m y  m i n d  
as to w h e t h e r  we d e v i a t e  in two of t h o s e  c a s e s .  I have  o p e r a t e d  u n d e r  
the SEC t h r o u g h  c o r p o r a t i o n s  of m i n e ,  and I h a v e n ' t  found it to be any  
h i n d r a n c e  on f r e e  e n t e r p r i s e  at a l l .  The  only  p o s s i b l e  h i n d r a n c e  is that  
i t  s l o w s  you down a l i t t l e  bi t ,  when  you want  to s e l l  s tock .  It m i g h t  be 
b e t t e r  fo r  s o m e  c o r p o r a t i o n s  to s low down and th ink  of t h e i r  p r o s p e c t t .  
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In the  F e d e r a l  D e p o s i t  I n s u r a n c e  I th ink  we m i g h t  h a v e  an a r e a  
w h e r e  we can  s a y  we have  d e p a r t e d  f r o m  the f r e e - e n t e r p r i s e  c o n c e p t .  
On the  o t h e r  hand ,  if the s a m e  c o n d i t i o n s  p r e v a i l  in  any  c o m i n g  a d j u s t -  
ment  of the e c o n o m y  s u c h  as  p r e v a i l e d  in 1929, the FDIC could  be  a 
g r e a t  b l e s s i n g  to the  f r e e - e n t e r p r i s e  s y s t e m .  I d o n ' t  de fend  it e n t i r e l y ;  
I don ' t  d a m n  it e n t i r e l y .  

The  F e d e r a l  G o v e r n m e n t  h a s  no b u s i n e s s  in the m i n i m u m  wage  
f i e ld .  It r e m a i n s  fo r  the  s t a t e s  to h a n d l e  it .  The  l a b o r i n g  c o n d i t i o n s  
a r e  not  the s a m e  in A r i z o n a ,  fo r  e x a m p l e ,  as  t hey  a r e  in New J e r s e y .  
N o r  a r e  t hey  the s a m e  in  G e o r g i a  as  t h e y  a r e  in W a s h i n g t o n .  Add to 
tha t  the D a v i s - B a c o n  Act wh ich  app l i e s  to F e d e r a l  c o n s t r u c t i o n .  F o r  
i n s t a n c e ,  that  D a v i s - B a c o n  Act  could  add $7 b i l l i on  to the cos t  of 
bu i ld ing  th is  new r o a d  s y s t e m .  That  ac t  s a y s  that  r a t e s  have  to be the 
s a m e  a l l  o v e r  the  Uni ted  S t a t e s .  I can  s e e  s o m e  of m y  p e o p l e  down 
n e a r  the b o r d e r  who a r e  v e r y  happy  to m a k e  a d o l l a r  an h o u r  j u s t  be ing  
e x t r e m e l y  h a p p y  to be m a k i n g  $ 3 . 0 0  an h o u r  a l l  of a s u d d e n .  

In a n s w e r  to y o u r  q u e s t i o n ,  I would s a y  that  SEC d o e s  not  a f f ec t  
the  o p e r a t i o n  of the f r e e - e n t e r p r i s e  s y s t e m .  FDIC does  in p r i n c i p l e ,  
to s o m e  ex t en t .  And M i n i m u m  Wage c e r t a i n l y  does .  We have  no 
b u s i n e s s  in i t .  We ought  not  to ex tend  it .  It is  not  the a m o u n t - - i t  is  
the  p r i n c i p l e .  You a t t a c k  the T e n t h  A m e n d m e n t ,  and the T e n t h  
A m e n d m e n t  is one of the c o r n e r s t o n e s  of o u r  whole  G o v e r n m e n t .  

QUESTION:  S e n a t o r ,  I would l ike  to r e f e r  to y o u r c o m m e n t s  on 
the g o v e r n m e n t a l  i n t e r f e r e n c e  wi th  the law of s u p p l y  and d e m a n d ,  wi th  
f u r t h e r  r e f e r e n c e  to f a r m  s u p p o r t  and f a r m  p a r i t y .  A r e  we not  do ing  
e x a c t l y  what you  sa id  was  an e x t r e m e  d a n g e r  f o r  any  p r o s p e c t  of our  
w a n t i n g  to s top it in the n e a r  f u t u r e  ? 

S ENATOR G O L D W A T E R :  T h e r e  i s  a hope ,  if we e v e r  get  p e o p l e  
who r e a l l y  know a g r i c u l t u r e  to t a lk  about  i t .  We have  m o r e  w i n d s h i e l d  
f a r m e r s  in the  C o n g r e s s  than  in any  g r o u p  in the  w o r l d .  T h e  f a r m e r  
is a r a t h e r  v o c i f e r o u s  p a r t  of a p i e c e  of o u r  whole  popu la t i on .  T h e r e  
a r e  p r o b a b l y  6 to 7 m i l l i o n  of t h e m .  T h e y  d e f i n i t e l y  c o n t r o l  e l e c t i o n s  
in the m i d d l e  p a r t  of the Uni ted  S ta te s  and to s o m e  ex ten t  in the South.  
As long  as t h e y  can  vote ,  and do vote ,  and wi l l  not r e c o g n i z e  the  f ac t  
tha t  a g r i c u l t u r a l  p r o g r a m s  on ly  add to t h e i r  m i s e r i e s ,  t h e y  a r e  go ing  
to have  t h e i r  m i s e r i e s  added  to. 

I have  a p e r f e c t  e x a m p l e  of what  you  c a n  do.  Out in m y  c o u n t r y  
we g r o w  l o n g - s t a p l e  co t ton .  It is  the f i r s t  p l a c e  in the w o r l d  tha t  is  
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g r o w i n g  it of the s a m e  q u a l i t y  as  that  of Egyp t .  We had a l o n g - s t a p l e  
u n d e r  90 p e r c e n t  p a r i t y  and t hey  w e r e  p i l ing  up the d o g g o n d e s t  s t o c k -  
p i l e  you e v e r  s aw.  Nobody  knows  e x a c t l y  what it i s .  It is  s o m e t h i n g  
b e t w e e n  55 ,000  and 250, 000 b a l e s .  The  boys out t h e r e  d e c i d e d  tha t  
t hey  d idn ' t  want  the G o v e r n m e n t  in t h e i r  h a i r  any  l o n g e r ,  so t hey  
a s s e s s e d  e a c h  g r o w i n g  m e m b e r  $ 3 . 0 0  a ba le  fo r  an  e d u c a t i o n a l  
c a m p a i g n .  T h e y  ca l l  th i s  co t ton  " S u p e m a "  and you  s e e  i t  a d v e r t i s e d  
in  the m a g a z i n e s  and the  n e w s p a p e r s ,  and they  have  c r e a t e d  a t e r r i f i c  
d e s i r e  f o r  that  c lo th .  I t ' s  h i g h - p r i c e d  c l o t h - - y o u  pay  $10 to $15 for  a 
s h i r t  m a d e  of i t .  A w o m a n ' s  d r e s s  c o s t s ,  oh, $39 to $59, o r  even  
$100. I t ' s  about  $6 a y a r d  o v e r  the c o u n t e r .  T h e y  have c r e a t e d  s u c h  a 
d e s i r e  f o r  that  a r o u n d  the  c o u n t r y  now that  t h e y  have  a s k e d  the  A g r i -  
c u l t u r a l  D e p a r t m e n t  to go down to 75 p e r c e n t  s u p p o r t  of p a r i t y  and 
doub le  t h e i r  a c r e a g e ,  b e c a u s e  t h e y  can  s e e  a s i t u a t i o n  d e v e l o p i n g  th i s  
y e a r  w h e r e  s u p p l y  wi l l  not m e e t  d e m a n d .  

T h a t ' s  jus t  one  s e g m e n t  of the a g r i c u l t u r a l  e m p i r e  of th is  c o u n t r y .  
I th ink  i t ' s  a v e r y  s e r i o u s  th ing to con t inue  a g r i c u l t u r a l  s u p p o r t s ,  
b e c a u s e  what  we a c t u a l l y  a r e  do ing  is ,  we a r e  p a y i n g  the g r e a t  big,  
w e a l t h y  f a r m e r  m o r e  and h e ' s  ge t t i ng  fat  on i t ,  and the one that  we a r e  
t r y i n g  to he lp  is ge t t i ng  h u r t  b e c a u s e  h i s  p r o d u c t s  c a n ' t  be so ld  in the 
m a r k e t  and h i s  p a r i t y - - i f  you want  to c a l l  it t h a t - - i s n ' t  p a r i t y .  

T h e y  would be m u c h  b e t t e r  off on a f r e e  m a r k e t ,  but,  as  long as  
t h e r e  a r e  p o l i t i c i a n s  wa lk ing  a r o u n d ,  you  a r e  go ing  to have  a g r i c u l t u r a l  
a id .  I t ' s  a sad  th ing  to say ,  but i t ' s  t r u e .  

QUESTION:  Th is  q u e s t i o n  r e l a t e s  to the  l a s t  one,  but in a d i f f e r e n t  
f i e ld .  T h e r e  s e e m s  to be g r o w i n g  a p r e s s u r e  to p r o v i d e  the m i n e r a l s  
i n d u s t r y  a s i m i l a r  p r o g r a m  to what we had in the a g r i c u l t u r a l  f i e ld ,  
wi th  s o m e w h a t  d i f f e r e n t  j u s t i f i c a t i o n s - - p r i m a r i l y  n a t i o n a l  d e f e n s e  
be ing  b r o u g h t  in.  Would you  c o m m e n t  on that ,  p l e a s e ?  

SENATOR GOT,DWATER: Yes .  When the  G o v e r n m e n t  t ended  a w a y  
f r o m  t a r i f f s  t hey  took the on ly  p r o t e c t i o n  a w a y  that  the  m i n e r a l  i n d u s t r y  
had in  th i s  c o u n t r y .  It was  at  one t i m e  o r  a n o t h e r  a l a r g e  s o u r c e  of 
i n c o m e  f o r  the F e d e r a l  G o v e r n m e n t ,  but now, the way t a r i f f s  a r e ,  
ha l f  the m i n e s  of the  Wes t  a r e  c l o s e d  down.  F o r  i n s t a n c e ,  in m y  s t a t e ,  
w h i c h  was  a f a i r l y  l a r g e  lead  and z inc  p r o d u c e r ,  we h a v e  one m i n e  open.  
The on ly  c o p p e r  m i n e s  tha t  o p e r a t e  a r e  the l a r g e  o n e s ,  and t h e y  o p e r a t e  
u n d e r  a s e m i - t a r i f f  s i t ua t i on .  Of c o u r s e  t h e r e  a r e  no gold m i n e s  o p e r a -  
t ing,  no s i l v e r  m i n e s  o p e r a t i n g .  The  m i n e s  of s t r a t e g i c  m e t a l s ,  a f t e r  
the s u p p o r t s  w e r e  t a k e n  off, c l o s e d  down.  
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We do have  s t o c k p i l e s  f o r  a l l  m e t a l s  that  can  s a t i s f y  th i s  c o u n t r y  
fo r  a y e a r  o r  two d u r i n g  w a r .  But the b a s i c  p h i l o s o p h y  beh ind  t r y i n g  
to get  the G o v e r n m e n t  to s u b s i d i z e - - t h a t ' s  an  ug ly  word ,  but it i s  the 
t r u t h - - t h e  m i n e s  is  to keep  t h e m  open  unt i l  s u c h  t i m e  as t h e y  can  
c o m p e t e  with  f o r e i g n  m a r k e t s .  I c o m e  f r o m  a m i n i n g  s t a t e  and I 
would m u c h  r a t h e r  s e e  us put t a r i f f s  o n - - n o t  h igh  t a r i f f s ,  but t a r i f f s  
at  the b r e a k - e v e n  p o i n t - - s o  that  we e n c o u r a g e  good m i n i n g .  

We have  a r a t h e r  f a n t a s t i c  s i t u a t i o n  r i gh t  now on the  Hi l l .  We 
h a v e  a 2 0 - y e a r  s u p p l y  of t u n g s t e n  in th is  c o u n t r y ,  s t a c k e d  up a r o u n d  
the c o u n t r y .  We d o n ' t  p r o d u c e  m u c h  in m y  s t a t e .  We have  $30 b i l l ion  
in a b i l l  to buy  m o r e  t u n g s t e n - - 9 5  p e r c e n t  c o m e s  f r o m  7 p r o d u c e r s ,  and 
I th ink  96 p e r c e n t  c o m e s  f r o m  2 p r o d u c e r s .  F i n a l l y  the o w n e r s  of the 
m i n e s  t h e m s e l v e s  s a id ,  " F o r g e t  about  it .  We a r e  t i r e d  of the p u b l i c i t y .  
We would as  soon  not  have  it. " T h a t ' s  the way  t h e s e  s i t u a t i o n s  d e v e l o p .  

A l i t t l e  he lp ,  in the  a b s e n c e  of t a r i f f ,  p r o b a b l y  is a l l  r i g h t ,  p a r -  
t i c u l a r l y  in the  f ie ld  of s t r a t e g i c  m e t a l s .  But we u p s e t  the  n a t u r a l  
b a l a n c e  when  we t ake  off t a r i f f s  and we inv i t e  the l o w - w a g e  m i n e r s  of 
South A f r i c a  to c o m p e t e  with  ou r ,  not  h i g h - w a g e ,  but f a i r l y - g o o d - w a g e  
m i n e r s  in A m e r i c a .  

QUESTION:  S e n a t o r ,  in d i s c u s s i n g  the i m p o r t a n c e  to th i s  c o u n t r y  
of our  e c o n o m i c  p o w e r ,  if I u n d e r s t o o d  you  c o r r e c t l y ,  s i r ,  you  m e n t i o n e d  
that  one  of the f a c t o r s  of that  p o w e r  was  tha t  we c a n  now t r a n s p o r t  by 
a i r .  Without  d e t r a c t i n g  at a l l  f r o m  the i m p o r t a n c e  and the c o n v e n i e n c e  
of a i r  t r a n s p o r t ,  I have  a l w a y s  fe l t  that  it is  s t i l l  m o r e  e c o n o m i c a l  to 
t r a n s p o r t  the g r e a t  bulk  of o u r  m a t e r i a l  by s e a  and by r a i l .  I w o n d e r  
if you  wi l l  c o m m e n t  on tha t .  

SENATOR G O L D W A T E R :  I a m  glad you gave  m e  a c h a n c e  to 
c l e a r  that  up. C e r t a i n l y  a i r  t r a n s p o r t a t i o n  is  l i m i t e d  as to what  it can  
c a r r y .  I m e n t i o n e d  th is  fac t ,  and I should  have  e l a b o r a t e d  on it .  G r e a t  
B r i t a i n  b e c a m e  a wor ld  p o w e r  b e c a u s e  of s e a  p o w e r .  Now we a r e  a 
g r e a t  p o w e r  today  b e c a u s e  of  a i r  p o w e r - - n o t  w h e t h e r  it is  the A i r  F o r c e  
o r  the N a v y - - I  don ' t  want to get into tha t  f i g h t - - b u t  the fac t  that  we have  
d e v e l o p e d  a g r e a t  d o m e s t i c  a i r - t r a n s p o r t a t i o n  s y s t e m .  That.  ha s ,  if 
you  want  to s a y  it t h i s  way,  g iven  the r a i l r o a d s  m o r e  of an  o p p o r t u n i t y  
to c a r r y  h e a v y  e q u i p m e n t ;  it has  r e l e a s e d  m o r e  of t h e i r  . equ ipment .  We 
d e v e l o p e d  an i n t e r n a t i o n a l  a i r - t r a n s p o r t a t i o n  s y s t e m  that  has  not  
s e r i o u s l y  a f f ec t ed  the p a s s e n g e r - c a r r y i n g  c a p a b i l i t i e s  of the o c e a n  l i n e r s .  
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I m e r e l y  w a n t e d  to  p o i n t  ou t  t h a t  we h a v e  h a d  h a p p e n  to  u s  w h a t  
h a p p e n e d  to  G r e a t  B r i t a i n .  B e f o r e  G r e a t  B r i t a i n  t h e r e  w a s  S p a i n ,  
b e f o r e  S p a i n  t h e r e  w a s  P o r t u g a l ;  b e f o r e  P o r t u g a l  t h e r e  w e r e  t h e  M e d i -  
t e r r a n e a n  c o u n t r i e s ;  b e f o r e  t h e m  w e r e  t h e  c o u n t r i e s  a l o n g  t h e  r i v e r s  of  
A s i a .  T h e  c o u n t r i e s  t h a t  c a n  d o m i n a t e  t h e  m e a n s  o f  t r a n s p o r t a t i o n  
a r e  t h e  w o r l d  p o w e r s .  T h a t  h a s  b e e n  t r u e  h i s t o r i c a l l y .  I d o n ' t  t h i n k  
i t  i s  e v e r  g o i n g  to  c h a n g e .  

T h a t  i s  o n e  o f  t he  r e a s o n s  w h y  I d o n ' t  t h i n k  t h a t  R u s s i a  i s  e v e n  
c l o s e  to  u s .  She  h a s  no  t r a n s p o r t a t i o n  on  t h e  g r o u n d ,  n o t  m u c h  on  t h e  
s e a ,  a n d  s h e  c e r t a i n l y  h a s  n o t h i n g  in  t h e  a i r  to  c o m p a r e  w i t h  o u r s .  
T h a t  w a s  t h e  a r e a  I w a s  t r y i n g  to  c o n f i n e  m y s e l f  t o .  I d o n ' t  w a n t  a n y -  
b o d y  to  go a w a y  w i t h  t h e  i d e a  t h a t  I t h i n k  we c o u l d  c a r r y  l o c o m o t i v e s  
a c r o s s  t h e  c o u n t r y  b y  a i r  o r  t r a n s p o r t  g r e a t  c a r g o e s  a c r o s s  t h e  s e a  by 
a i r .  I w a s  m e r e l y  r e f e r r i n g  to  t h e  f a c t  t h a t  we a r e  d o m i n a n t  in  t h e  
w o r l d  t o d a y  m a i n l y  b e c a u s e  o f  o u r  a i r  p o w e r .  

D o e s  t h a t  c l e a r  t h a t  u p ?  

S T U D E N T :  Y e s ,  s i r .  

C A P T A I N  M O T T :  S e n a t o r  G o l d w a t e r ,  on  b e h a l f  o f  b o t h  C o l l e g e s  
a n d  t h e  s t u d e n t  b o d i e s ,  we  c e r t a i n l y  t h a n k  y o u  f o r  a n  e x c e l l e n t  l e c t u r e  
a nd  a v e r y  i n t e r e s t i n g  d i s c u s s i o n  p e r i o d .  T h a n k  y o u  v e r y  m u c h .  

S E N A T O R  G O L D W A T E R :  It i s  a g r e a t  h o n o r  a n d  p r i v i l e g e  to  be  
h e r e  w i t h  y o u .  I w a n t  a g a i n  to  t e l l  y o u  h o w  p r o u d  I a m  o f  w h a t  t h i s  
s c h o o l  h a s  d o n e  a n d  h o w  p r o u d  I a m  of  y o u  f e l l o w s  who  a r e  h e r e  a n d  
who  a r e  g o i n g  to  b e  o u r  f u t u r e  l e a d e r s .  I h o p e  to be  a r o u n d  w h e n  y o u  
c o m e  up  to t h e  H i l l  and  b e a t  u s  o v e r  t h e  h e a d  f o r  m o n e y .  I w i l l  h a v e  
s o m e  o f  t h e  a n s w e r s .  

(3 M a y  1 9 5 7 - - 4 ,  0 0 0 ) O / j d s  
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