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D r .  W i l l a r d  L .  T h o r p ,  T h e  M e r r i l l  C e n t e r  f o r  E c o n o m i c s ,  
A m h e r s t  C o l l e g e ,  w a s  b o r n  in O s w e g o ,  N e w  Y o r k ,  24 M a y  t 8 9 9 .  
He  r e c e i v e d  h i s  A . B .  d e g r e e  f r o m  t h e  U n i v e r s i t y  of M i c h i g a n  in  
1921,  and  h i s  P h .  D. d e g r e e  f r o m  C o l u m b i a  U n i v e r s i t y  in  1924.  
In  a d d i t i o n ,  he  r e c e i v e d  h i s  L L .  D. d e g r e e s  f r o m  M a r i e t t a  C o l l e g e  
in  1935,  A m h e r s t  C o l l e g e  in 1949,  a n d  A l b r i g h t  C o l l e g e  in  1950.  
He  w a s  i n s t r u c t o r  of  e c o n o m i c s  a t  t h e  U n i v e r s i t y  of M i c h i g a n  in 
1 9 2 0 - 2 1 ,  i n s t r u c t o r  of e c o n o m i c s  and  s o c i a l  i n s t i t u t i o n s  a t  A m h e r s t  
in  1 9 2 1 - 2 2 ,  a n d  a p r o f e s s o r  of  e c o n o m i c s  a t  A m h e r s t  in  1 9 2 6 - 3 4 .  
D u r i n g  h i s  t e a c h i n g  d a y s  he  w a s  a l s o  on t h e  r e s e a r c h  s t a f f ,  N a t i o n a l  
B u r e a u  of  E c o n o m i c  R e s e a r c h ,  1923-33 ;  c h i e f  s t a t i s t i c i a n  f o r  t h e  
N e w  Y o r k  B o a r d  of  H o u s i n g ,  1925 -26 ;  and  d i r e c t o r ,  U. S. B u r e a u  
of  F o r e i g n  a n d  D o m e s t i c  C o m m e r c e ,  1 9 3 3 - 3 4 .  In  1934 he  w a s  a 
d i r e c t o r ,  c o n s u m e r s  d i v i s i o n ,  N a t i o n a l  E m e r g e n c y  C o u n c i l ,  a n d  
f r o m  1934 to  1935 w a s  c h a i r m a n  of  t h e  a d v i s o r y  c o u n c i l  f o r  N R A .  
F r o m  1935 to  1945 he  w a s  d i r e c t o r  of e c o n o m i c  r e s e a r c h  f o r  D u n  
a n d  B r a d s t r e e t ,  I n c . ,  a n d  w a s  e c o n o m i c  a d v i s o r  to  t h e  S e c r e t a r y  
of  C o m m e r c e ,  1 9 3 9 - 4 0 .  In J u n e  1945, D r .  T h o r p  w a s  a p p o i n t e d  
D e p u t y  A s s i s t a n t  S e c r e t a r y  of  S t a t e  f o r  E c o n o m i c  A f f a i r s  a n d  w a s  
a m e m b e r  of  t h e  U n i t e d  S t a t e s  D e l e g a t i o n  to  t h e  P a r i s  P e a c e  C o n -  
f e r e n c e ,  a s  w e l l  a s  b e i n g  s p e c i a l  a d v i s o r  on e c o n o m i c  m a t t e r s  a t  
t h e  N e w  Y o r k  m e e t i n g  of  t he  C o u n c i l  of  F o r e i g n  M i n i s t e r s  in 1946.  
In  N o v e m b e r  1946 he  w a s  a p p o i n t e d  to  t h e  p o s i t i o n  of  A s s i s t a n t  S e c r e -  
t a r y  of S t a t e  f o r  E c o n o m i c  A f f a i r s .  He  w a s  a l t e r n a t e  U n i t e d  S t a t e s  
R e p r e s e n t a t i v e  to  t h e  U n i t e d  N a t i o n s  A s s e m b l y ,  1947 -48 ;  A c t i n g  
A l t e r n a t e  G o v e r n o r ,  I n t e r n a t i o n a l  B a n k  and  I n t e r n a t i o n a l  M o n e t a r y  
F u n d ,  1949,  a n d  h a s  b e e n  U n i t e d  S t a t e s  R e p r e s e n t a t i v e  on t h e  U n i t e d  
N a t i o n s  E c o n o m i c  and  S o c i a l  C o u n c i l  s i n c e  1947.  D r .  T h o r p  i s  a 
m e m b e r  of s e v e r a l  e c o n o m i c  and  s t a t i s t i c a l  a s s o c i a t i o n s ,  a n d  is  t h e  
a u t h o r  o r  e d i t o r  of  s o m e  h a l f  d o z e n  b o o k s  on i n d u s t r y  a n d  e c o n o m i c s .  
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C O L O N E L  E C K L E S :  O u r  s p e a k e r  t h i s  m o r n i n g  i s  t h e  H o n o r a b l e  
W i l l a r d  L .  T h o r p ,  t he  f o r m e r  A s s i s t a n t  S e c r e t a r y  of S t a t e  f o r  E c o n o m i c  
Affairs. 

D r .  T h o r p  h a s  s e r v e d  h i s  c o u n t r y  on m a n y  o c c a s i o n s .  He a t t e n d e d  
t he  P a r i s  P e a c e  C o n f e r e n c e  a f t e r  W o r l d  W a r  II ,  a n d  w a s  a s p e c i a l  a d -  
v i s e r  to  t he  C o u n c i l  of F o r e i g n  M i n i s t e r s '  m e e t i n g  in N e w  Y o r k  in  1946.  

His subject this morning, ~'The Formulation of Foreign Economic 
Policy, " is one that we are all vitally interested in. 

D r .  T h o r p ,  i t  is  an  h o n o r  f o r  m e  to w e l c o m e  y o u  b a c k  to  t he  College 
and to present you to this year's class. 

D R .  T H O R P :  I d o n ' t  s u p p o s e  t h e r e ' s  any  p l a c e  in  t h e  G o v e r n m e n t  
t h a t ' s  b e e n  r e o r g a n i z e d  as  o f t e n  a s  t h e  S t a t e  D e p a r t m e n t ,  w i t h  p r o b a b l y  
a s  l i t t l e  r e s u l t s .  I t h i n k  e v e r y  t i m e  t h a t  I h a v e  k n o w n  a p r a c t i c e d  e x -  
e c u t i v e  w h o  h a s  c o m e  i n t o  t he  S t a t e  D e p a r t m e n t ,  he  h a s  f e l t  t h a t  t h e r e  
o u g h t  to  be  s o m e  w a y  in  w h i c h  f o r e i g n  p o l i c y  c o u l d  b e  m o r e  r e a d i l y  
d e t e r m i n e d  and  m o r e  p r e d i c t a b l e  in  i t s  o p e r a t i o n .  I r e m e m b e r  o n e  
t i m e  w h e n  t h e  d e v i c e  t h a t  w a s  s e l e c t e d  w a s  t h e  i d e a  t h a t  i f  we c o u l d  
o n l y  t a k e  e a c h  c o u n t r y  and  p r e p a r e  a l i t t l e  b o o k  r e l a t i n g  to  t h a t  c o u n t r y  
and  l ay  ou t  in  t h e  b o o k  t h e  p o l i c i e s  t h a t  t h i s  G o v e r n m e n t  h a d  t o w a r d  t h a t  
c o u n t r y ,  t h e n  w h e n  a n y  p r o b l e m  c a m e  up ,  s o m e o n e  c o u l d  p u l l  t h e  b o o k  
ou t ,  o p e n  i t  up ,  and  t h e r e  w o u l d  be  the  a n s w e r ;  and  t h i s  w o u l d  g r e a t l y  
r e d u c e  t h e  s t r a i n  and  e f f o r t  and  d i f f i c u l t y  and  i n c o n s i s t e n c y  in t h e  o p -  
e r a t i o n  of  f o r e i g n  p o l i c y .  

Well, there's a very simple reason why it's difficult to bring order 
out of chaos. The reason is merely that the problems which come into 
the State Department--and most of the problems, believe it or not, come 
in and are not manufactured in the State Department--these problems 
which come into the State Department come in with such a special com- 
bination of elements that the operation of foreign policy tends to be a 
tailor-made rather than a routine kind of operation. 

T a k e  a c a s e  a b o u t  w h i c h  I k n o w  n o t h i n g  and  t h e r e f o r e  c a n  s p e c u l a t e  
a b o u t  v e r y  f r e e l y - - t h e  p r e s e n t  p r o b l e m  t h a t  i s  b e i n g  s t r u g g l e d  o v e r ,  



n a m e l y ,  w h a t  s h o u l d  we do a b o u t  t h e  P o l i s h  d e l e g a t i o n  t h a t ' s  h e r e  in  
W a s h i n g t o n ?  I a s s u r e  y o u  I k n o w  n o t h i n g  a b o u t  t h i s  e x c e p t  w h a t  I h a v e  
r e a d  in  t h e  p a p e r s ,  and  t h e r e f o r e  i t ' s  a g o o d  p r o b l e m  f o r  m e  to  s p e c u -  
l a t e  a b o u t .  

T h e  P r e s i d e n t  s a i d  s o m e  t i m e  ago  t h a t  we w i s h e d  to  h e l p  s u p p o r t  
P o l a n d  in  i t s  e f f o r t s  to  f r e e  i t s e l f ,  a s  f a r  a s  i t  c o u l d ,  f r o m  t h e  d o m i n a n c e  
of  t he  S o v i e t  U n i o n .  W e ' v e  h a d  a p o l i c y - - I  d o n ' t  q u i t e  k n o w  w h a t  i t  
m e a n s  in  s p e c i f i c  t e r m s - - o f  " s u p p o r t i n g  l i b e r a t i o n "  t h a t  h a s  b e e n  e x -  
p r e s s e d  o v e r  a n d  o v e r  in  t h i s  c o u n t r y .  A n d  so ,  m o r e  o r  l e s s  at  o u r  
s u g g e s t i o n ,  t he  P o l i s h  G o v e r n m e n t ,  t he  p r e s e n t  one ,  t h e  G o m u l k a  
g o v e r n m e n t ,  s e n t  o v e r  to  t h i s  c o u n t r y  a d e l e g a t i o n  to  t a l k  a b o u t  g e t t i n g  
s o m e  e c o n o m i c  a s s i s t a n c e  f r o m  the  U n i t e d  S t a t e s .  

You  m i g h t  t h i n k  t h a t  s i n c e  we  h a v e  b e e n  in  t h e  e c o n o m i c  a s s i s t a n c e  
b u s i n e s s  f o r  q u i t e  a l o n g  w h i l e ,  w i t h  a lo t  of  d i f f e r e n t  c o u n t r i e s ,  o n e  
c o u l d  j u s t  l o o k  up  t h e  p r e c e d e n t s  a n d  d e c i d e  w h a t  s h o u l d  be  d o n e .  Bu t ,  
a s  a m a t t e r ' o f  f a c t ,  t h e r e  i s  an  i n t e r e s t i n g  v a r i e t y  of  e l e m e n t s  t h a t  
e n t e r  i n t o  t h i s  p r o b l e m  w h i c h  m a k e  i t  no t  q u i t e  s o  s i m p l e .  I d o n ' t  
k n o w  w h e t h e r  a l l  of  t h e s e  h a v e  b e e n  pu t  f o r w a r d  o r  no t .  

T h e  p r o b l e m  i s  in  l a r g e  p a r t  one  of  d e c i d i n g  on  a n  a m o u n t ;  a n d  h e r e  
t h e r e  i s  a w i d e  r a n g e  of p o s s i b i l i t y .  T h e  p a p e r s  h a d  t a l k e d  a b o u t  t h e  
U . S .  o f f i c i a l s  t h i n k i n g  t h a t  a b o u t  25 m i l l i o n  d o l l a r s  m i g h t  b e  a r e a s o n a b l e  
a m o u n t  to  p r o v i d e .  A c c o r d i n g  to  t h e  p a p e r s ,  t h e  P o l e s  h a v e  a s k e d  f o r  
$330 m i l l i o n  of  a id .  T h i s  b r e a k s  d o w n  i n t o  $200  m i l l i o n  in f o o d  a n d  
a g r i c u l t u r a l  p r o d u c t s  and  $130 m i l l i o n  in  the  f o r m  of  a l o a n  to  b e  u s e d  
f o r  m a c h i n e r y - - m i n i n g  m a c h i n e r y ,  t e x t i l e  m a c h i n e r y ,  a n d  a g r i c u l t u r a l  
m a c h i n e r y .  

W h a t  k i n d s  of  c o n s i d e r a t i o n s  e n t e r  i n to  t h i s  p r o b l e m ?  I c a n ' t  l i s t  
t h e m  a l l ,  b u t  c a n  s u g g e s t  a f ew.  In  t h e  f i r s t  p l a c e ,  P o l a n d  i s  a C o m -  
m u n i s t  c o u n t r y .  T o  a v e r y  s u b s t a n t i a l  d e g r e e ,  i t  i s  w i t h i n  t h e  S o v i e t  
o r b i t .  W h o m  w i l l  we  be  h e l p i n g ?  W i l l  we  b e  h e l p i n g  t h e  P o l e s ,  o r  w i l l  
we  be  h e l p i n g  t h e  S o v i e t  U n i o n ?  If  we b u i l d  u p  P o l a n d ,  i s  t h i s  w o r k i n g  
i n  t he  d i r e c t i o n  of l i b e r a t i o n  o r  w i l l  t h i s  m a k e  P o l a n d  j u s t  t h a t  m u c h  
m o r e  i m p o r t a n t  to  be  k e p t  in  t he  C o m m u n i s t  b l o c ?  T h i s  i s  a p o l i t i c a l  
p r o b l e m  and  no t  an  e c o n o m i c  p r o b l e m .  

T h e r e  a r e  a l s o  s o m e  i n t e r e s t i n g  e c o n o m i c  i s s u e s .  I c a n  w e l l  i m a g i n e  
t h e  D e p a r t m e n t  of  C o m m e r c e ,  o r  m a y b e  t he  D e p a r t m e n t  of J u s t i c e ,  b e -  
c a u s e  t he  A l i e n  P r o p e r t y  C u s t o d i a n  i s  l o c a t e d  t h e r e ,  c o m i n g  in  a n d  s a y -  
ing :  
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' ~ . ~  - . . :  

"Now,  look.  A f t e r  the  w a r ,  the  P o l e s  n a t i o n a l i z e d  the  
A m e r i c a n  p r o p e r t y  t h a t  w a s  in  P o l a n d .  T h e y  h a v e  n e v e r  pa id  t he  
A m e r i c a n  o w n e r s  f o r  i t .  We h a v e  n e v e r  b e e n  ab le  to  w o r k  out  a 
s e t t l e m e n t .  And  so  b e f o r e  t he  U n i t e d  S t a t e s  m a k e s  a n y  l o a n  to  
P o l a n d ,  we j o l l y  w e l l  h a d  b e t t e r  ge t  s o m e  k ind  of s e t t l e m e n t  on t h i s  
A m e r i c a n  p r o p e r t y  t h a t  w a s  n a t i o n a l i z e d  by  P o l a n d .  " 

T h i s  i s  a r e a s o n a b l e  s u g g e s t i o n .  P a r t  of the f u n c t i o n s  of the  G o v e r n -  
m e n t  is  to  p r o t e c t  A m e r i c a n  p r o p e r t y  a b r o a d ;  and  w h e r e  do we  s t a n d  
if a c o u n t r y  w h i c h  h a s  s e i z e d  A m e r i c a n  p r o p e r t y  a b r o a d  c o m e s  o v e r  
and  t h e n  we g ive  t h e m  a i d ?  

T h e n  in c o m e s  a r e p r e s e n t a t i v e  f r o m  the  D e p a r t m e n t  of A g r i c u l t u r e  
and  he  s a y s :  

"I t  c e r t a i n l y  would  be  f i n e  if  we cou ld  s e n d  s o m e  c o t t o n  and 
w h e a t  o v e r  t h e r e .  I t h ink  th i s  is  a good i dea .  A f t e r  al l ,  we h a v e  
s u r p l u s e s  and  th i s  would  he lp  ge t  r i d  of t h e m .  I t ' s  a n u i s a n c e  to  
us  to h a v e  a l l  th i s  e x t r a  w h e a t  and c o t t o n  a r o u n d .  We wou ld  be  
d e l i g h t e d .  Of c o u r s e ,  C o n g r e s s  wou ld  h a v e  to  a u t h o r i z e  s o m e  
m o r e  m o n e y ,  b e c a u s e  we h a v e  r u n  out  of m o n e y  f o r  f o r e i g n  d i s p o s a l  
on a r e d u c e d  p r i c e  o r  c r e d i t  b a s i s ;  bu t  t h a t ' s  y o u r  w o r r y ,  not  o u r s .  
Bu t  t h i s  r e q u e s t  f o r  a g r i c u l t u r a l  m a c h i n e r y  w e ' r e  not  so  s u r e  abou t .  
If we i m p r o v e  the  p r o d u c t i o n  of a g r i c u l t u r a l  p r o d u c t s  in  P o l a n d ,  
t h e n  p e r h a p s  t h e y  wi l l  h a v e  m o r e  to e x p o r t  and  wi l l  t a k e  a w a y  f r o m  
us  s o m e  of o u r  f o r e i g n  m a r k e t s .  The  food  is  f ine ,  bu t  the  a g r i c u l -  
t u r a l  m a c h i n e r y  is  not  so  c l e a r .  W e ' d  b e t t e r  not  h e l p  i m p r o v e  t h e i r  
p r o d u c t i v i t y  in a g r i c u l t u r e .  " 

T h e  D e p a r t m e n t  of I n t e r i o r  c o m e s  in  and  s a y s :  

"We ' r e  h a v i n g  a w o n d e r f u l  t i m e  at  t he  m o m e n t  s h i p p i n g  c o a l  
to  E u r o p e .  One of the  t h i n g s  the  P o l e s  w a n t  is  s o m e  c o a l  m i n i n g  
e q u i p m e n t .  T h i s  30 m i l l i o n  tons  a y e a r  t h a t  we  a r e  now s e n d i n g  to  
E u r o p e  m i g h t  t h e n  be c u t  b a c k .  T h a t  wou ld  m e a n  s o m e  u n e m p l o y -  
m e n t  in the  c o a l  m i n i n g  a r e a s  in the  U n i t e d  S t a t e s .  L e t ' s  not  s e n d  
c o a l  m i n i n g  m a c h i n e r y ,  b e c a u s e  t h a t  wou ld  c r e a t e  a r e a l  p r o b l e m  
h e r e  a t  h o m e .  " 

T h e n  in c o m e  s o m e  of the  o t h e r  p o l i t i c a l  a r e a  p e o p l e  in the  S t a t e  
D e p a r t m e n t  and  t h e y  s a y :  

"You a r e  s a y i n g  t h a t  I n d i a  c a n  have  o n l y  $50 m i l l i o n ,  m a y b e  
$75 m i l l i o n .  A r e  you  t h i n k i n g  now of l e t t i n g  P o l a n d  h a v e  $300 m i l l i o n ?  
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T h i s  i s  j u s t  go ing  to  m e a n  tha t  e v e r y  " o u n t r y  w i l l  s a y  to  i t s e l f :  
' T h e  w a y  to  ge t  m o n e y  f r o m  the  U n i t e d  S t a t e s  i s  to  t i e  up w i t h  the  
C o m m u n i s t  b l o c .  ' Wha t  k ind of  t r o u b l e  a r e  we  g o i n g  to  h a v e  w i t h  
I n d i a  o r  B r a z i l  i f  w e  f ind  o u r s e l v e s  b e i n g  v e r y  g e n e r o u s  to  c o u n t r i e s  
t ha t  a r e  m o r e  o r  l e s s  in the  o t h e r  c a m p ,  w h e r e a s  the  p e o p l e  tha t  
a r e  e i t h e r  f r i e n d s  of  o u r s  o r  the  p e o p l e  t ha t  a r e  n e u t r a l i s t s  c a n ' t  
ge t  a n y t h i n g  l ike  the  s a m e  c o n s i d e r a t i o n  f r o m  the  U n i t e d  S t a t e s  ? 
T h i s  i s  go ing  to  r a i s e  the  d e v i l  w i th  o u r  w h o l e  f o r e i g n  a id  p r o g r a m  
i f  i t  g e t s  d i s t o r t e d  s o  t ha t  a lot  of a id  g o e s  to  the  c o u n t r i e s  t ha t  a r e  
not  p a r t i c u l a r l y  c o o p e r a t i v e  w i th  u s  and t h e r e f o r e  m u c h  l e s s  a id  
g o e s  to  the  c o u n t r i e s  tha t  a r e  c o o p e r a t i v e .  " 

I could keep on spinning this out, for the problem has still more 
complications. However this is probably enough to indicate what I 
mean when I talk of problems not having a routine character.  Many of 
them have a lot of angles. This is the number one basic fact that every- 
one working in economic foreign policy has to have in mind. You've 
got to have a fluidity in your position, because in each case a number 
of different objectives are present and they have to be balanced, You 
can't set this up and put it in an electronic machine and have the 
answer to the problem come out at the end. There are just too Inany 
special decisions to be made. 

E v e n  in the  a r e a s  w h e r e  you  th ink  you  h a v e  e v e r y t h i n g  n i c e l y  t i d i e d  
up,  p r o b l e m s  s u d d e n l y  a r i s e  t ha t  m a k e  l i fe  d i f f i c u l t .  I s u p p o s e  one  of  
the  r e a l l y  f i x e d  t h i n g s  in e c o n o m i c  f o r e i g n  p o l i c y  a t  a n y  g i v e n  m o m e n t  
of  t i m e ,  a t  any  r a t e ,  i s  the  t a r i f f  l e v e l  in the  U n i t e d  S t a t e s .  B u t  a t e r -  
r i f i c  a m o u n t  of w o r k  h a s  to  go on c o n t i n u a l l y  in c o n n e c t i o n  w i t h  the  op -  
e r a t i o n  of  t h e s e  t a r i f f  l e v e l s ,  and s o m e t i m e s  the f a c t  t ha t  l e v e l s  a r e  
s e t  d o e s  not  a n s w e r  the  p r o b l e m .  

F o r  e x a m p l e ,  we h a v e  a t a r i f f  on c r a b m e a t  c o m i n g  in to  the  U n i t e d  
S t a t e s .  A l l  of  a s u d d e n  s o m e o n e  c o m e s  a r o u n d  and s a y s :  

"The tariff law says that nothing can come into the United 
States that is made by slave labor. We understand that the Russian 
crabmeat now being imported is the product of crabs which are 
captured by Japanese prisoners of war that are still held by Russia 
and are working on the crabbing ships or however one gets these 
particular crabs. " 

The problem then is not just a matter of tariff calculation. It be- 
comes one of: Are the alleged facts true? If so, is a Japanese prisoner 
of war to come under the category of slave labor or not? 
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W h e n  one  is  t a l k i n g  abou t  e c o n o m i c  f o r e i g n  po l i cy ,  o r  any  e l e m e n t  
of f o r e i g n  p o l i c y  f o r  tha t  m a t t e r ,  t h e r e  is  no p o s s i b i l i t y  of s a y i n g :  
"~rhis is  i t .  " T h i s  is  a m o v i n g  b o d y  of t r e a t m e n t  of p r o b l e m s .  But  we 
c a n  s a y  c e r t a i n  t h i n g s  abou t  it  n e v e r t h e l e s s .  You c a n  s a y  t h a t  we h a v e  
c e r t a i n  o b j e c t i v e s .  If  y o u  wan t  to  b r e a k  the  no t ion  of p o l i c y  down in to  
o b j e c t i v e s  and  how you  t r y  to ge t  t h e r e ,  t h e r e  a r e  c e r t a i n  o b j e c t i v e s  
in the  e c o n o m i c  f i e l d  t h a t  wou ld  be f a i r l y  w e l l  a g r e e d  on in  g e n e r a l .  
T h e y  c a n  be s t a t e d  in v e r y  g e n e r a l  t e r m s ,  but  f o r  e v e r y  one of  t h e m  
t h e r e  wou ld  be  p e o p l e  t ha t  i m m e d i a t e l y  wou ld  wan t  to add  a lot  of 
p a r e n t h e s e s ,  c o n d i t i o n a l  c l a u s e s ,  and  f o o t n o t e s .  

In  g e n e r a l  any  c o u n t r y - - c e r t a i n l y  i t ' s  t r u e  of u s - - t e n d s  to h a v e  as  
a b a s i s  f o r  i t s  f o r e i g n  p o l i c y  an e x t e n s i o n  of i t s  no t ions  abou t  d o m e s t i c  
p o l i c y .  T h a t  i s ,  in f o r e i g n  p o l i c y  you  c a n ' t  d e v i a t e  v e r y  f a r  f r o m  the  
f u n d a m e n t a l  no t i ons  of y o u r  d o m e s t i c  w o r l d  and y o u r  d o m e s t i c  l i fe .  
You c a n ' t  a r g u e  a b r o a d  a long  one l ine  tha t  is  o b v i o u s l y  i n c o n s i s t e n t  
wi th  w h a t  you  do at h o m e .  

It  h a p p e n s  t h a t  at  t he  m o m e n t  w e ' r e  f a i r l y  s a t i s f i e d  wi th  o u r  own 
e c o n o m y .  Of c o u r s e ,  we do k e e p  on i m p r o v i n g  it. N e w  p i r a t e s  d e v e l o p  
e v e r y  o n c e  in  a whi le  and we f i n a l l y  p a s s  l e g i s l a t i o n  to put  t h e m  ~.1 t h e i r  
p l a c e .  T h e n  s o m e  m o r e  c l e v e r  p e o p l e  c o m e  a long  and  d i s c o v e r  w a y s  of 
t a k i n g  a d v a n t a g e  of the  s y s t e m  and we m o v e  in on t h e m .  We a r e  c o n t i n u -  
a l l y  h a v i n g  to  w o r k  at  i t  to m a k e  o u r  e c o n o m y  r e a s o n a b l y  f a i r  and  e q u i t -  
ab l e .  But  n e v e r t h e l e s s  we h a v e  s o m e  f u n d a m e n t a l  n o t i o n s  as  to why  the  
A m e r i c a n  e c o n o m y  w o r k s  so we l l .  

N u m b e r  one is  t ha t  goods  and  s e r v i c e s  f low a r o u n d  v e r y  f r e e l y  in 
the  U n i t e d  S t a t e s .  We do not  a l low the  S t a t e s  to put  up b a r r i e r s  t o  p r e -  
v e n t  the  f low of  goods  b a c k  ann  f o r t h .  So the  r e t a i l e r  in M a s s a c h u s e t t s  
c a n  b u y  s h o e s  f r o m  the m a n u f a c t u r e r  in  C a l i f o r n i a .  T h i s  p a r t i c u l a r  
t r a n s a c t i o n  is  a t w i s t  on e a r l i e r  h i s t o r y ,  but  t h i s  is  t he  w a y  i t ' s  h a p p e n -  
ing  n o w a d a y s .  Bu t  goods  c a n  m o v e  f r e e l y .  T h e r e ' s  no p r o b l e m  abou t  
i t .  B y  and  l a r g e  we say :  " T h i s  i s  good.  T h i s  l e t s  the  p e o p l e  w h o  a r e  
m o s t  e x p e r t  m a k e  the  t h ings  tha t  t h e y  c a n  m a k e  b e s t .  " We t h i n k  t h i s  i s  
a good  i d e a  and  h a s  m a d e  p o s s i b l e  m o r e  e x t r a o r d i n a r y  e c o n o m i c  p r o g r e s s .  

As  a v e r y  g e n e r a l  p r o p o s i t i o n  we ho ld  to th i s  s a m e  i d e a  in  o u r  f o r e i g n  
e c o n o m i c  r e l a t i o n s .  We t h i n k  it  w o u l d  be  a good t h ing  if A m e r i c a n  goods  
c o u l d  go a l l  o v e r  the  w o r l d  and  be  so ld  a n y w h e r e  t h a t  p e o p l e  w a n t  to b u y  
t h e m .  With  s o m e  r e s e r v a t i o n s  we t h i n k  i t ' s  p r o b a b l y  a good t h i n g  i f  
f o r e i g n  goods  c o m e  in to  the  U n i t e d  S t a t e s .  So th i s  is one  g e n e r a l  ob-  
j e c t i v e  in  the  e c o n o m i c  f i e l d - - a  f a i r l y  f r e e  f low of goods .  



T h e n  we  h a v e  a n o t h e r ,  n a m e l y ,  t h a t  i t  i s  v e r y  i m p o r t a n t  to  h a v e  
s o u n d  m e t h o d s  of  s e t t l e m e n t - - a  g o o d  c u r r e n c y .  We t a l k  a b o u t  a s o u n d  
d o l l a r .  We g e t  a l l  e x c i t e d  i f  p r i c e  l e v e l s  f l u c t u a t e  v e r y  m u c h .  We 
r e c o g n i z e  t h a t  i f  you  w a n t  to  do  b u s i n e s s ,  y o u ' v e  go t  to  h a v e  a c u r r e n c y  
t h a t  i s  r e a d i l y  a v a i l a b l e  a n d  f a i r l y  s t a b l e .  A n d  s o  in  t h e  i n t e r n a t i o n a l  
f i e l d  we  w o u l d  l i ke  to  s e e  f o r e i g n  e x c h a n g e s  a n d  c u r r e n c i e s  and  m e t h o d s  
o f  s e t t l e m e n t s  t h a t  w i l l  be  c o n d u c i v e  to  c a r r y i n g  on  e c o n o m i c  r e l a t i o n s  
w i t h o u t  m a j o r  m o n e t a r y  u n c e r t a i n t i e s .  

T h e n  we  a r e  a f a i r l y  o r d e r l y  s o r t  o f  p e o p l e  and  we  knoW t h a t  o u r  
e c o n o m i c  s y s t e m  is  d e p e n d e n t  u p o n  a g o o d  l e g a l  s t r u c t u r e ,  p r o v i d i n g  
a d e f i n i t i o n  of  d u t i e s  and  r e s p o n s i b i l i t i e s  a n d  a w a y  of  e n f o r c i n g  c o n -  
t r a c t s .  A n d  we w o u l d  l i k e  v e r y  m u c h ,  a s  f a r  a s  i n t e r n a t i o n a l  r e l a t i o n s  
a r e  c o n c e r n e d ,  to  h a v e  t h i s  s a m e  m e t h o d  of d e f i n i n g  and  e n f o r c i n g  
e c o n o m i c  r e s p o n s i b i l i t y  a c r o s s  n a t i o n a l  b o r d e r s .  B u t  t h i s  i s  a l i t t l e  
d i f f i c u l t ,  b e c a u s e  t h e r e  i s  no  w a y  y o u  c a n  r e q u i r e  s o m e b o d y  in  a n o t h e r  
c o u n t r y  to  c o n f o r m  to  A m e r i c a n  l e g a l  p r i n c i p l e s .  He  c o n f o r m s  to  t h e  
l e g a l  s y s t e m  in  t h a t  c o u n t r y .  T o  b r i n g  the  d i f f e r e n t  s y s t e m s  in to  a 
w o r k i n g  r e l a t i o n s h i p ,  we  t r y  to  e s t a b l i s h  v a r i o u s  k i n d s  of  t r e a t i e s  a s  
b e t w e e n  g o v e r n m e n t s  t h a t  w i l t  a c t  to  s o m e  e x t e n t  in  t h e  w a y  in  w h i c h  l a w s  
a c t  in  t he  U n i t e d  S t a t e s - - d e f i n i n g  t he  k i n d  of  t r e a t m e n t  A m e r i c a n s  c a n  
e x p e c t  in  a n o t h e r  c o u n t r y  f o r  t h e i r  p e r s o n ,  p r o p e r t y ,  and  i n c o m e .  

B u t  to  m o v e  on,  we t h i n k  t h a t  i t  i s  a g o o d  t h i n g  f o r  g r o w t h  a n d  e x -  
p a n s i o n  to  t a k e  p l a c e  in  t h e  e c o n o m y ;  and  t h e r e f o r e  we  h a v e  a n  i n t e r e s t  
in  a g e n e r a l l y  e x p a n d i n g  w o r l d .  E v e n  f o r  o u r s e l v e s ,  we  d o n ' t  l i k e  t o  
s t a n d  pa t  and  s a y :  " A l l  r i g h t ,  t he  s t a n d a r d  of  l i v i n g  n o w  i s  g o o d  e n o u g h .  
We f e e l  t h a t  we h a v e  a b u i l t - i n  m u l t i p l i e r ,  a p e r s i s t e n t  g r o w t h  f a c t o r ,  in  
o u r  e c o n o m y ;  and  t h i s  w e ' d  l ike  to  s e e  t h r o u g h  the  r e s t  of  t h e  w o r l d .  " 

T h e s e  a r e  v e r y  g e n e r a l  s o r t s  of  o b j e c t i v e s ,  b u t  t h e y  do p e r m i t  one  
to  s a y  t h a t  t h e s e  a r e  d i r e c t i o n s  in  which  we  w o u l d  l ike  to  s e e  o u r  f o r e i g n  
p o l i c y  e f f e c t i v e .  B u t  h a v i n g  s a i d  t h a t  t h e r e  a r e  t h e s e  g e n e r a l  o b j e c t i v e s ,  
i t  i s  p r o b a b l y  q u i t e  a s  i m p o r t a n t  to  n o t e  t h a t  t h e r e  a r e  o f t e n  c o n f l i c t s  
a m o n g  o u r  o b j e c t i v e s - - c o n f l i c t s  a s  b e t w e e n  s p e c i a l  i n t e r e s t s  a n d  g e n e r a l  
i n t e r e s t s ,  c o n f l i c t s  a s  b e t w e e n  f o r e i g n  i n t e r e s t s  and  d o m e s t i c  i n t e r e s t s .  
T h e  f o r m u l a t i o n  of  f o r e i g n  e c o n o m i c  p o l i c y  b e c o m e s  v e r y  l a r g e l y  a 
p r o b l e m  of  w o r k i n g  o n e ' s  w a y  t h r o u g h  t h e  v a r i o u s  i n t e r e s t s  a n d  c o n f l i c t s  
t h a t  a p p e a r  in  a g i v e n  p r o b l e m .  I m e n t i o n e d  s o m e  of t h e s e  in  t h e  P o l i s h  
l o a n  c a s e .  T h e r e  a r e  a n u m b e r  of  d i f f e r e n t  i n t e r e s t s  t h a t  b e a r  on  e a c h  
p r o b l e m ,  and  t h i s  h a p p e n s  o v e r  and  o v e r  a g a i n .  

I t  h a p p e n s  t h a t  o u r  G o v e r n m e n t  i s  o r g a n i z e d  a s  i t  s h o u l d  b e ,  p r i m a r i l y ,  
f r o m  t h e  p o i n t  of  v i e w  of  d o m e s t i c  p r o b l e m s .  M o s t  o f  o u r  G o v e r n m e n t  



d e p a r t m e n t s  a r e  e s s e n t i a l l y  c o n c e r n e d  w i t h  w h a t ' s  g o i n g  on w i t h  t h e  
U n i t e d  S t a t e s .  T h e  m a i n  e x c e p t i o n s  a r e  t h e  D e f e n s e  D e p a r t m e n t ,  w h i c h  
h a s  to  b e  c o n c e r n e d  w i t h  b o t h  w h a t ' s  g o i n g  on  w i t h i n  t h e  U n i t e d  S t a t e s  
a n d  w h a t ' s  g o i n g  on  a b r o a d ;  and  t he  S t a t e  D e p a r t m e n t ,  w h i c h  p r e s u m a b l y  
i s  t he  c e n t e r  of  c o n c e r n  abou t  w h a t ' s  g o i n g  on in  o t h e r  a r e a s .  T h e r e -  
f o r e  t h e r e  t e n d  to  b e  c o n t i n u a l  c o n f l i c t s  w i t h i n  t he  G o v e r n m e n t  b e t w e e n  
t h e  S t a t e  D e p a r t m e n t ,  a n d  f r e q u e n t l y  t h e  D e f e n s e  D e p a r t m e n t  l i n e d  u p  
w i t h  t h e  S t a t e  D e p a r t m e n t ,  a s  a g a i n s t  t he  o t h e r  d e p a r t m e n t s ,  b e c a u s e ,  
of  c o u r s e ,  m a n y  p r o b l e m s  r e q u i r e  a c h o i c e  as  b e t w e e n  a d o m e s t i c  
s i t u a t i o n  a n d  a f o r e i g n  s i t u a t i o n .  

T h e  D e p a r t m e n t  of  A g r i c u l t u r e ,  f o r  i n s t a n c e ,  i s  p r i m a r i l y  a d o -  
m e s t i c  d e p a r t m e n t ;  and  y e t  i t  i s  v e r y  m u c h  c o n c e r n e d  w i t h  f o r e i g n  
m a r k e t s .  We h a v e  a n u m b e r  of  p r o d u c t s  w h i c h  we s e l l  a b r o a d ,  a n d  
t h e r e f o r e  i t  i s  v e r y  e a g e r  to  s e l l  c e r t a i n  o n e s  to  o t h e r  c o u n t r i e s .  O n  
t h e  o t h e r  h a n d  i t  a l s o  g e t s  i n v o l v e d  a t  t i m e s  in  t r y i n g  to  p r o t e c t  p a r -  
t i c u l a r  a g r i c u l t u r a l  g r o u p s  in t h i s  c o u n t r y ,  

I s u p p o s e  one  of  t h e  m o s t  i n t e r e s t i n g  c a s e s  of c o n f l i c t  w a s  the  i n -  
s t a n c e  w h e r e  t he  C o n g r e s s  m o v e d  a h e a d  on a p r o b l e m  of p r o t e c t i o n  and  
d e c i d e d  t h a t  i t  w a s  v e r y  i m p o r t a n t  to  p r o t e c t  t h e  A m e r i c a n  c h e e s e  
i n d u s t r y .  T h i s  h a p p e n e d  a b o u t  s i x  o r  s e v e n  y e a r s  ago .  W h e n  the  D e -  
f e n s e  P r o d u c t i o n  A c t  c a m e  up  f o r  r e n e w a l ,  one  of the  C o n g r e s s m e n  p r o -  
p o s e d ,  and  i t  w a s  p a s s e d  b y  t he  C o n g r e s s ,  t h a t  as  p a r t  of  t h a t  a c t ,  t h e  
S e c r e t a r y  of  A g r i c u l t u r e  s h o u l d  be  i n s t r u c t e d  to  pu t  q u o t a s  o n  t h e  i m -  
p o r t s  o f  c h e e s e  i n to  the  U n i t e d  S t a t e s .  P a r e n t h e t i c a l l y ,  t h a t  w a s  at  a 
t i m e  w h e n  I w a s  in  t h e  S t a t e  D e p a r t m e n t ,  and  I h a d  the  d i f f i c u l t  t a s k  of 
e x p l a i n i n g  to  f o r e i g n  g o v e r n m e n t s  j u s t  w h a t  t he  r e l a t i o n s h i p  w a s  b e -  
t w e e n  t he  c h e e s e  i n d u s t r y  and  t h e  d e f e n s e  of t he  U n i t e d  S t a t e s .  

T h i s  w a s  a c u r i o u s  s i t u a t i o n .  I t  g r e w  u p  b e c a u s e  d u r i n g  t h e  w a r  
n o  c h e e s e  h a d  c o m e  i n t o  the  U n i t e d  S t a t e s  f r o m  E u r o p e ,  and  s o  w e  h a d  
"buil t  up  in  t h i s  c o u n t r y  a r a p i d l y  g r o w i n g  c h e e s e  i n d u s t r y .  In  a d d i t i o n  
the  i n c r e a s e d  p r i c e s  of m e a t  h a d  s h i f t e d  a lo t  of  p e o p l e  o v e r  t o  c o n s u m -  
i n g  c h e e s e .  We d o u b l e d  the  a m o u n t  of c h e e s e  p e r  c a p i t a  t h a t  we  a t e  
in  a b o u t  t e n  y e a r s .  M a y b e  t h i s  e x p l a i n s  in  p a r t  t h e  i n c r e a s e d  h e i g h t  
of  b a s k e t b a l l  p l a y e r s ;  I d o n ' t  know.  At  a n y  r a t e ,  e x p a n s i o n  in c h e e s e  
c o n s u m p t i o n  is  one  of  t h e  m a j o r  c h a n g e s  in  t he  A m e r i c a n  d i e t .  A f t e r  
t h e  w a r  t h e  D u t c h  a n d  t h e  I t a l i a n  and  the  B e l g a i n  p r o d u c e r s  of  c h e e s e  
b e g a n  to  c o m e  b a c k  i n t o  t h e  A m e r i c a n  m a r k e t .  O u r  own  c h e e s e  i n d u s t r y ,  
v e r y  n a t u r a l l y ,  d i d n ' t  l i k e  t h i s  and  go t  p r o t e c t i o n  d i r e c t l y  f r o m  C o n g r e s s .  

T h e  D e p a r t m e n t  of A g r i c u l t u r e  w a s  in  t h e  m i d d l e  in  a c u r i o u s  w a y .  
T h e  D u t c h ,  in  p a r t i c u l a r ,  s a i d :  " A l l  r i g h t .  If  you  w o n ' t  b u y  o u r  D u t c h  
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c h e e s e s ,  t h e n  w e ' l l  h a v e  f e w e r  d o l l a r s  t h a n  we  e x p e c t e d ,  a n d  s o  w e ' r e  
g o i n g  to  s t o p  b u y i n g  A m e r i c a n  f l o u r .  We w i l l  b u y  o u r  f l o u r  f r o m  s o m e  
o t h e r  s o u r c e .  " So t h e  f l o u r  p e o p l e  d e s c e n d e d  on  W a s h i n g t o n ,  a n d  t h e  
D e p a r t m e n t  of  A g r i c u l t u r e  h a d  t h e  f l o u r  p e o p l e  s a y i n g :  " W h y  s h o u l d  we 
t a k e  a l i c k i n g  to  p r o t e c t  t he  c h e e s e  p e o p l e ? "  a n d  the  c h e e s e  p e o p l e  
s a y i n g :  "We h a v e  to be  p r o t e c t e d ,  and  l e t  t he  c h i p s  f a i l  w h e r e  t h e y  m a y .  
A n d  t h e  S t a t e  D e p a r t m e n t  f i n d s  i t s e l f  h a v i n g  to  s o m e h o w  s t r a i g h t e n  t h i s  
o u t  w i t h  a l l  t h e  f o r e i g n  c h e e s e  p r o d u c e r s ,  u n d e r  o u r  t r a d e  a g r e e m e n t  
c o m m i t m e n t s .  

T h i s  i s  w h y  m y  s t a t e m e n t  t h a t  o n l y  two  d e p a r t m e n t s  w e r e  i n v o l v e d  
in f o r e i g n  p o l i c y  i s  s o m e t h i n g  of an  e x a g g e r a t i o n .  In  t h i s  c a s e ,  t h e  
D e p a r t m e n t  of A g r i c u l t u r e  w a s  t h r o w n  r i g h t  in  to  t h e  m i d d l e  of  f o r e i g n  
e c o n o m i c  p o l i c y .  In  f a c t ,  I t h i n k  i t  w o u l d  be  m o r e  a c c u r a t e  to  s a y  t h a t  
m o s t  p r o b l e m s  r e l a t i n g  to  f o r e i g n  e c o n o m i c  p o l i c y  a r e  s u c h  t h a t  t he  
S t a t e  D e p a r t m e n t  h a s  no  a u t h o r i t y  to  a c t  i t s e l f ;  and  w h a t  i t  h a s  to  do  i s  
to  ge t  t he  D e p a r t m e n t  of  A g r i c u l t u r e  o r  t h e  D e p a r t m e n t  of I n t e r i o r  o r  
t he  L i b r a r y  of C o n g r e s s - - m a y b e  i t ' s  a c o p y r i g h t  p r o b l e m - - t o  t a k e  t he  
n e c e s s a r y  a c t i o n .  I n e v e r  m a d e  a t i m e  s t u d y ,  bu t  I ' l l  w a g e r  t h a t  d u r -  
i n g  t h e  p e r i o d  t h a t  I w a s  in  t h e  S t a t e  D e p a r t m e n t  I d id  m o r e  d i p l o m a t i c  
w o r k  w i t h  t h e  r e s t  of t he  U . S .  G o v e r n m e n t  t h a n  I d id  w i t h  a l l  f o r e i g n  
g o v e r n m e n t s  p u t  t o g e t h e r .  

A f t e r  a l l ,  t h i s  is to  be  e x p e c t e d .  F o r e i g n  e c o n o m i c  p r o b l e m s  a r e  
r e l a t e d  to  t r a n s a c t i o n s  w h i c h  h a v e  one  e n d  in  t he  U n i t e d  S t a t e s  and  t h e  
o t h e r  e n d  in  a f o r e i g n  c o u n t r y .  T h e  e n d  in  t h e  U n i t e d  S t a t e s  i s  b o u n d  to 
h a v e  an  i m p a c t  on s o m e  p a r t i c u l a r  A m e r i c a n  i n t e r e s t ,  e i t h e r  p r o  o r  c o n  
o r  b o t h .  

W h e n  one  c o n s i d e r s  t h i s  p r o b l e m  of c o n f l i c t  a m o n g  e x e c u t i v e  
a g e n c i e s  i n  the  G o v e r n m e n t ,  t he  f i r s t  h o p e  i s  t h a t  t h e y  w i l l  w o r k  i t  ou t  
w i t h  e a c h  o t h e r ;  t h a t  t he  S t a t e  D e p a r t m e n t  and  t h e  A g r i c u l t u r e  D e p a r t -  
m e n t  w i l l  t a l k  t he  m a t t e r  o v e r  and  c o m e  to  s o m e  a g r e e m e n t .  B u t  t h i s  
d o e s n ' t  a l w a y s  h a p p e n .  T h i s  i s  m o r e  l i k e l y  to  h a p p e n  w i t h  an  a d m i n i s -  
t r a t i o n  t h a t  h a s  b e e n  in  W a s h i n g t o n  f o r  a l o n g  p e r i o d  of t i m e ,  j u s t  f o r  
t he  s i m p l e  r e a s o n  t ha t  p e o p l e  g e t  to  k n o w  e a c h  o t h e r  and  t e n d  to h a v e  
c o n f i d e n c e  in e a c h  o t h e r .  A n e w  a d m i n i s t r a t i o n  is  in  p a r t i c u l a r  d i f -  
f i c u l t y ,  b e c a u s e  i t  b r i n g s  m a n y  n e w  p e o p l e  to  W a s h i n g t o n .  I f  y o u ' r e  
n e w  in  the  G o v e r n m e n t ,  y o u ' r e  b o u n d  to  be  p a r t i c u l a r l y  w o r r i e d  t h a t  
s o m e b o d y  is  g o i n g  to pu t  s o m e t h i n g  o v e r  on  you .  

T h e  o n l y  t h i n g  I w a n t  to  s a y  on t h i s  p a r t i c u l a r  p o i n t  i s  to  e m p h a s i z e  
a p o i n t  w h i c h  i s n ' t  o f t e n  r e a l i z e d ,  n a m e l y ,  t he  t r e m e n d o u s  i m p o r t a n c e  of  
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t h e  W h i t e  H o u s e  in  t h i s  m a t t e r .  T h e  i n t e r a g e n c y  c o n f l i c t s  c a n  o n l y  be  
s e t t l e d  a t  t he  W h i t e  H o u s e  l e v e l .  T h e s e  a r e  f r e q u e n t l y  s e t t l e d  b y  t h e  
W h i t e  H o u s e  w i t h o u t  p u b l i c i t y ;  and  p r o b a b l y  t h i s  i s  a g o o d  t h i n g  too .  
H o w e v e r ,  i t  d o e s  m e a n  t h a t  t h e  W h i t e  H o u s e  d o e s n ' t  g e t  c r e d i t  f o r  t h e  
n u m b e r  of  i n t e r a g e n c y  p r o b l e m s  w h i c h  i t  r e s o l v e s ,  and  the  e x t e n t  to  
w h i c h  i t  e s t a b l i s h e s  p o l i c y .  

T h i s  p r o c e s s  of r e f e r e n c e  to  t he  W h i t e  H o u s e  c a n  go t oo  f a r .  I t  c a n  
ge t  to  the  p o i n t  w h e r e  no  two a g e n c i e s  a r e  g o i n g  to r e s o l v e  a m u t u a l  
p r o b l e m  as  l o n g  a s  t h e y  c a n  p a s s  t he  b u c k  to a n o t h e r  a g e n c y  a b o v e  t h e m  
to  s e t t l e  i t .  T h e r e f o r e  i f  t h e  W h i t e  H o u s e  i s  t o o  p r o n e  to  t a k e  on  p r o b -  
l e m s  i n s t e a d  of  p a s s i n g  t h e m  b a c k  a n d  s a y i n g :  "Now,  you  j u s t  w o r k  t h i s  
ou t  y o u r s e l f ,  " i t  c a n  f ind  i t s e l f  s w a m p e d  b y  the  v a r i o u s  d e p a r t m e n t s  a l l  
p a s s i n g  up  t h e i r  p r o b l e m s  to  i t  f o r  i t s  d e c i s i o n .  

One  of t h e  i n t e r e s t i n g  d e v e l o p m e n t s  of t he  l a s t  t e n  y e a r s  h a s  b e e n  
the  d e v e l o p m e n t  of  i n t e r a g e n c y  d e c i s i o n - m a k i n g  b o d i e s  a t t a c h e d  to  t h e  
W h i t e  H o u s e  and  t he  s h i f t i n g  of  the  d e c i s i o n  w i t h  r e s p e c t  to  m a n y  p r o b -  
l e m s  up  to  t h a t  l e v e l ,  w h e r e  in  a f o r m a l  s o r t  of w a y  a n e w  a g e n c y  h a s  
b e e n  s e t  up .  B u t  in  a d d i t i o n  to  t h e s e  n e w  a g e n c i e s ,  r e m e m b e r  t h a t  t h i s  
r e d u c t i o n  of d i s a g r e e m e n t  i s  w h a t  t he  p e o p l e  a r o u n d  t h e  Whi t e  H o u s e ,  
t he  s p e c i a l  a s s i s t a n t s  to  t he  P r e s i d e n t ,  s p e n d  a g r e a t  d e a l  of  t i m e  d o i n g .  
A n d  p r o b a b l y ,  if  you  a s k e d  m e  w h e r e  the  m o s t  c o m p e t e n t  f o r e i g n  e c o n o m i c  
p o l i c y  i s  b e i n g  m a d e - - b e c a u s e ,  a f t e r  a l l ,  i t  d o e s  s c a t t e r  a l l  a r o u n d - - I  
w o u l d  s a y ,  " In  t h e  W h i t e  H o u s e  w i t h  M r .  H a u g e  a s  t he  k e y  a c t o r ,  " b e -  
c a u s e  t h i s  i s  w h e r e  t h e  m o s t  d i f f i c u l t  p r o b l e m s  f i n a l l y  e n d  up  w i t h i n  
t h e  e x e c u t i v e  b r a n c h  of t h e  G o v e r n m e n t .  

E v e n  if one  h a s  o b t a i n e d  s o m e  s o r t  of a g r e e m e n t  w i t h i n  the  e x e c u t i v e  
b r a n c h  in f o r m u l a t i n g  e c o n o m i c  p o l i c y ,  t h i s  f r e q u e n t l y  d o e s n ' t  s e t t l e  
t h e  m a t t e r ,  b e c a u s e  t h e r e  a r e  a n u m b e r  of  t h e s e  p r o b l e m s  w h i c h  r e q u i r e  
c o n g r e s s i o n a l  a c t i o n .  T h i s  m a y  be  b e c a u s e  t h e y  r e q u i r e  m o n e y ,  and  
a p p r o p r i a t i o n  o b v i o u s l y  i s  a c o n g r e s s i o n a l  a c t i o n .  I t  m a y  be  t h a t  s o m e  
t r e a t y  a c t i o n  i s  i n v o l v e d ,  in  w h i c h  c a s e  i t  h a s  t o  be  a p p r o v e d  b y  t h e  
S e n a t e .  O r  i t  m a y  c o m e  to  the  C o n g r e s s  f o r  v a r i o u s  k i n d s  of  a u t h o r i t y .  
At  l e a s t ,  i t  w o u l d  c o m e  b e f o r e  C o n g r e s s  in  t e r m s  of  a p p r o p r i a t i o n s  
p r o v i d i n g  p e r s o n n e l  a d e q u a t e  to  c a r r y  out  t h a t  p a r t i c u l a r  p r o g r a m .  A n d  
t h i s  a d d s  a n o t h e r  m a j o r  c o m p l i c a t i o n  to  t he  e a s y  d e v e l o p m e n t  of  s L m p l e  
a n d  c o n s i s t e n t  p o l i c i e s .  

T h e  C o n g r e s s  c o n s i s t s  of a l a r g e  n u m b e r  of  i n d i v i d u a l s  a n d  i t  f r e -  
q u e n t l y  i s  u n p r e d i c t a b l e  as  to  how the  m a j o r i t y  w i l l  a c t  on  any  s p e c i f i c  
m a t t e r .  T h e  a c c e s s  of t h e  e x e c u t i v e  b r a n c h  of t he  G o v e r n m e n t  i s  u s u a l l y  
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to committees. One goes up and works with the congressional com- 
mittee at great length. You get to know these particular members of 
Congress quite well. They ask innumerable questions and you have an 
opportunity to work out a program with them. This means that in the 
House you work maybe with 25 members of the House. Theybecome 
familiar with the problems and the di~ficuRies. And they may decide 
21 to 4 that some particular legislation is desirable. 

F i n a l l y ,  i t  m o v e s  out  on the  f l o o r  of the  H o u s e ,  and now 450 p e o p l e  
b e g i n  to p a r t i c i p a t e  in  the  c o n s i d e r a t i o n .  T h e  r e p r e s e n t a t i v e s  of the  
e x e c u t i v e  b r a n c h  c a n  not  p a r t i c i p a t e ,  and  the  c o m m i t t e e  is  a l l  too  o f t en  
u n a b l e  to c a r r y  t h r o u g h  w h a t  has  b e e n  w o r k e d  out  w i t h  the  e x e c u t i v e  
b r a n c h  of the  G o v e r n m e n t .  T h i s  is  a m a j o r  p r o b l e m  f r o m  the  poin t  of 
v i e w  of the  e x e c u t i v e  b r a n c h  of the  G o v e r n m e n t .  

W h e n  t h e r e  is  a c l e a r  l e a d e r ,  as  C a r t e r  G l a s s  u s e d  to  be  in  b a n k i n g ,  
o r  as  S e n a t o r  V a n d e n b e r g  w a s - - s o m e o n e  l ike  h i m  wi th  w h i c h  the  e x e c u -  
t i v e  b r a n c h  c a n  d e a l  and w o r k  out  a p r o g r a m  and who is  s t r o n g  e n o u g h  
to p e r s u a d e  the  C o n g r e s s - - t h i s  m a k e s  it  p o s s i b l e  to  h a v e  a f a i r l y  c o n s i s -  
t e n t  p r o g r a m .  But  in m a n y  a r e a s  t h e r e  is  no l e a d e r  of t h a t  s o r t .  T h e  
m o s t  one c a n  do t h e n  is  to  t r y  to w o r k  s o m e t h i n g  t h r o u g h  the  c o m m i t t e e ,  
bu t  a m m e n d m e n t  f r o m  the  f l o o r  is  v e r y  e a s y  as  a p r o c e d u r e .  T h e  
l e v e r a g e  of the  P r e s i d e n t i a l  v e t o  is  r e n d e r e d  a l m o s t  u s e l e s s  b y  the  f a c t  
t ha t  f r e q u e n t l y  the  p r o v i s i o n s  one d o e s n ' t  l ike  a r e  p a s s e d  a s  a m m e n d m e n t s  
to b i l l s  t ha t  one  w a n t s  so  m u c h  tha t  a v e t o  b e c o m e s  i m p o s s i b l e ,  s i n c e  
t h e  P r e s i d e n t  c a n n o t  v e t o  a s e c t i o n  of a b i l l .  T h e  P r e s i d e n t  h a s  to 
s w a l l o w  o r  r e j e c t  the  who le  b i l l ,  and c a n n o t  d e a l  e x c e p t  b y  a t t e m p t s  at  
p e r s u a s i o n  wi th  the  p a r t s  w h i c h  he  d o e s n ' t  l i ke .  

T h e r e  is  a c o n t i n u a l  b a t t l e  f o r  p o w e r  b e t w e e n  the  e x e c u t i v e  b r a n c h  
and  the  C o n g r e s s .  T h e s e  a r e  two c o o r d i n a t e  b r a n c h e s  of the  G o v e r n m e n t  
and  e a c h  one wou ld  l ike  to  d e c i d e  i s s u e s  of  f o r e i g n  p o l i c y .  T h e  P r e s i d e n t  
a l w a y s  wou ld  l ike  to h a v e  l e g i s l a t i o n  g iv ing  h i m  as  m u c h  f l e x i b i l i t y  as  
p o s s i b l e .  In  the  F o r e i g n  Aid  B i l l  the  P r e s i d e n t  is  a l w a y s  a s k i n g  f o r  
10 p e r c e n t  o r  m o r e ,  w h i c h  he would  be  f r e e  to a l l o c a t e  a m o n g  c o u n t r i e s  
and  a m o n g  p u r p o s e s .  T h e  C o n g r e s s ,  on the  o t h e r  hand ,  is  a l w a y s  w a n t -  
ing to d e f i n e  as  e x a c t l y  a s  it c a n  how the  e x e c u t i v e  b r a n c h  s h o u l d  c a r r y  
out  the  p r o v i s i o n s  of f o r e i g n  a id  b i l l s .  And  t h e r e f o r e  you  h a v e  a c o n f l i c t  
of " In  how m u c h  d e t a i l  s h a l l  the  C o n g r e s s  d e f i n e  s o m e t h i n g  and  how 
m u c h  f l e x i b i l i t y  s h a l l  the P r e s i d e n t  have ,  " w h i c h  s h i f t s  b a c k  a n d  f o r t h  
f r o m  t i m e  to  t i m e .  

On the  t r a d e  s ide ,  any  of you  who h a v e  f o l l o w e d  the  R e c i p r o c a l  
T r a d e  A g r e e m e n t s  l e g i s l a t i o n  know tha t  w h a t  h a p p e n e d  w a s  tha t  i n i t i a l l y  
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C o n g r e s s  p a s s e d  o v e r  to  the  e x e c u t i v e  b r a n c h  the  r e s p o n s i b i l i t y  f o r  
n e g o t i a t i n g  t a r i f f  w i th  on ly  v e r y  g e n e r a l  i n s t r u c t i o n s .  S i n c e  t h e n ,  m o s t  
e v e r y  t i m e  tha t  the  ac t  ha s  b e e n  r e n e w e d ,  t h e r e  h a v e  b e e n  s o m e  a m e n d -  
m e n t s  a d d e d  tha t  h a v e  l i m i t e d  m o r e  and  m o r e  the  f r e e d o m  of t he  e x -  
e c u t i v e  b r a n c h  in t r a d e  a g r e e m e n t  n e g o t i a t i o n s .  T h e  a c t  now r e q u i r e s  
the  i n c l u s i o n  of a s o - c a l l e d  e s c a p e  c l a u s e  in e v e r y  n e g o t i a t e d  a g r e e m e n t .  
In i n t e r p r e t i n g  the  e s c a p e  c l a u s e  it  c a n  no l o n g e r  be  i n t e r p r e t e d  as  to  
w h e t h e r  o r  not  an i n d u s t r y  is  t h r e a t e n e d ,  but  now i t ' s  w h e t h e r  o r  not  
a s i n g l e  b u s i n e s s m a n  is  t h r e a t e n e d  o r  p a r t  of an  i n d u s t r y  is  t h r e a t e n e d .  
T h e r e  h a s  b e e n  a s w i n g  b a c k  f r o m  the  i n i t i a l  p r o v i s i o n  of f r e e d o m  f o r  
the  P r e s i d e n t  to c a r r y  th i s  out,  to C o n g r e s s  d e f i n i n g  m o r e  and  m o r e  
e x a c t l y  the  l i m i t s  w i t h i n  w h i c h  the  P r e s i d e n t  m a y  ac t .  

B e y o n d  the  p r o b l e m  of the  d i f f e r e n t  i n t e r e s t s  w i th in  the  U n i t e d  
S t a t e s  and  the  n e c e s s a r y  a d j u s t m e n t  b e t w e e n  the  e x e c u t i v e  b r a n c h  and  
the  C o n g r e s s ,  t h e r e  is  s t i l l  a n o t h e r  e l e m e n t  to k e e p  in  m i n d  w h e n  one 
i s  t h i n k i n g  abou t  f o r e i g n  e c o n o m i c  p o l i c y ,  and tha t  is  the  o t h e r  c o u n t r i e s  
w h e r e  t he  o t h e r  end  of the  t r a n s a c t i o n  is  to be  found.  We a r e  t a l k i n g  
h e r e  abou t  s o m e t h i n g  tha t  i n v o l v e s  two c o u n t r i e s .  O c c a s i o n a l l y  we c a n  
s e t  up s o m e t h i n g  at  the  A m e r i c a n  s i d e  tha t  wi l l  s e t t l e  a m a t t e r ,  bu t  a l l  
too  o f t en  we h a v e  to t a k e  in to  a c c o u n t  the  i n t e r e s t  of and  the p o s i t i o n  of 
the  o t h e r  c o u n t r y .  We a r e  not  e n t i r e l y  f r e e  w h e n  it c o m e s  to a m a t t e r  
of d e c i d i n g  how we wi l l  m o v e  on one o r  a n o t h e r  of t h e s e  p r o b l e m s .  

T h i s  m e a n s  tha t  p o l i c y  has  to  be  f l e x i b l e ,  a d j u s t i n g  w i th in  l i m i t s  
to the  p o l i c y  of o t h e r  c o u n t r i e s .  A w e l l - p r e p a r e d  g r o u p  go ing  to  n e -  
g o t i a t e  w i t h  a n o t h e r  c o u n t r y  wi l l  h a v e  a f i r s t  p o s i t i o n .  T h e  i n s t r u c t i o n s  
wou ld  s h o w  tha t  t h i s  is  wha t  we wou ld  r e a l l y  l ike  to  ge t ;  bu t  the  s a m e  
i n s t r u c t i o n s  m a y  t e l l  the  n e g o t i a t o r s  t h a t  if  t h e y  c a n ' t  ge t  t h i s  f i r s t  
p o s i t i o n ,  t h e n  t h e y  m a y  m o d i f y  to  a s e c o n d  p o s i t i o n .  P e r h a p s  t h e r e  is  
e v e n  a t h i r d  l ine  of r e t r e a t .  At  s o m e  point ,  of c o u r s e ,  t h e r e  is  an  
i n s t r u c t i o n  tha t ,  i f  you  c a n ' t  ge t  tha t  f a r ,  you  s h o u l d  c a b l e  b a c k  f o r  
f u r t h e r  i n s t r u c t i o n s .  T h i s  is f r e q u e n t l y  the  w a y  one  o p e r a t e s  in  an  in-  
d i v i d u a l  n e g o t i a t i o n .  It i s  a b a r g a i n i n g  p r o c e s s .  

One  of the  d i f f i c u l t i e s  h e r e  is  t ha t  i t  is  n e v e r  qu i te  c l e a r  as  to  w h i c h  
of t h e s e  s e v e r a l  b a r g a i n i n g  p o s i t i o n s  i s  the  A m e r i c a n  p o l i c y .  O b v i o u s l y  
the  n u m b e r  one p o s i t i o n  is  wha t  we want .  T h i s  is  o u r  o b j e c t i v e .  T h i s  
i s  the  d e s i r a b l e  th ing .  Y e t  p e r h a p s  the  p o l i c y  is  t he  m i n i m u m  w h i c h  is  
a c c e p t a b l e .  So f a r  as  t he  publ ic  is  c o n c e r n e d ,  if  you  f i n a l l y  s e t t l e  on 
n u m b e r  t h r e e  o r  n u m b e r  two,  the  p~bl ic  m a y  n e v e r  know tha t  you  t r i e d  
to  ge t  n u m b e r  one ;  i t ' s  a pub l i c  n e g o t i a t i o n  l ike  a d e b a t e  in the  U n i t e d  
N a t i o n s .  T h i s  is  one  of the  d i f f i c u l t i e s  in t e r m s  of h a v i n g  it c l e a r  a s  to 
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j u s t  w h a t  o u r  f o r e i g n  p o l i c y  i s ,  b e c a u s e  t h e  a c t u a l  p r o d u c t  i s  a s e r i e s  
of  c o m p r o m i s e s  r a t h e r  t h a n  of  a b s o l u t e s .  

In  m a n y  s i t u a t i o n s ,  t h e  f o r e i g n  g o v e r n m e n t  m a y  b e  m u c h  m o r e  of  
a b a r g a i n e r  t h a n  we .  T h i s  i s  one  of  t he  i m p o r t a n t  t h i n g s  to h a v e  in  
m i n d  w h e n  you  a r e  m a k i n g  a n y  j u d g m e n t  a b o u t  an  i n t e r n a t i o n a l  n e g o t i a t i o n .  
R e m e m b e r  t h a t  m a n y  c o u n t r i e s  in  t h e  w o r l d  a r e  b a r g a i n i n g  c o u n t r i e s .  
T h e y  o p e r a t e  n o r m a l l y  in  b a z a a r  e c o n o m i e s  and  no t  w i t h  f i x e d  p r i c e s .  
T h e i r  n o t i o n  i s  t h a t  if  t h e  p r o b l e m  i s  t o  d e t e r m i n e  t he  v a l u e  of  an  a i r -  
p l a n e  t h a t ' s  b e e n  s h o t  d o w n  b y  m i s t a k e ,  y o u  d o n ' t  s t a r t  y o u r  n e g o t i a t i o n  
w i t h  a r e a s o n a b l e  f i g u r e  at  a l l .  Y o u  p e r h a p s  s t a r t  i t  a t  t e n  t i m e s  t h e  
l e v e l  at  w h i c h  you  t h i n k  you  c a n  f i n a l l y  s e t t l e .  I t  w o u l d  b e  a p o o r  b a r -  
g a i n e r  w ho  d i d n ' t  a s k  m u c h  m o r e  t h a n  he  f i n a l l y  go t .  

T h e  U n i t e d  S t a t e s  a l s o  i s  b o u n d  by  i t s  h a b i t u a l  e c o n o m i c  t r a d i t i o n .  
We n e v e r  l i ke  to  pu t  f o r w a r d  a c l a i m  t h a t  we  c a n ' t  r a t i o n a l i z e  s o m e h o w .  
We h a v e  s o m e  f a i r l y  s k i l l f u l  w a y s  of b u i l d i n g  up  c l a i m s ,  b u t  n e v e r t h e l e s s ,  
we l i ke  to  b e  a b l e  to  a r g u e  the  c a s e .  In  t he  b a z a a r  o p e r a t i o n  t h i s  i s n ' t  
r e q u i r e d  at  a l l .  You  j u s t  s e t  a f i g u r e  to  s t a r t  b a r g a i n i n g ,  p r e s u m a b l y  
t he  b i d  a n d  o f f e r  f i g u r e s  a r e  w a y  a p a r t ,  and  you  f i n a l l y  c o m e  ou t  a t  an  
i n t e r m e d i a t e  p o i n t .  

I t h i n k  if w i t h i n  t he  U n i t e d  S t a t e s  i t  w a s  k n o w n  t h a t  t h e  S t a t e  D e -  
p a r t m e n t  h a d  s a i d  t h a t  i t  w a s  e n t i t l e d  to  $100 m i l l i o n  and  f i n a l l y  s e t t l e d  
f o r  $10 m i l l i o n ,  e v e r y b o d y  w o u l d  s a y :  " W h a t  a h o r r i b l e ,  t e r r i b l e  n e -  
g o t i a t i n g  job h a s  b e e n  d o n e .  " I s u s p e c t  t h a t  in  R u s s i a  o r  in  s o m e  of t h e  
F a r  E a s t e r n  c o u n t r i e s ,  t h e y  m i g h t  s a y :  " F o r  h e a v e n ' s  s a k e ,  w h y  d i d n ' t  
you  a s k  f o r  $200 m i l l i o n  to s t a r t  w i t h ?  Y o u  m i g h t  h a v e  e n d e d  u p  w i t h  
$20 m i l l i o n .  " T h e r e  w o u l d  be  no  f e e l i n g  t h a t  t h e  gap  b e t w e e n  an  o r i g i n a l  
a s k i n g  p r i c e  and  t h e  f i n a l  s e t t l e m e n t  p r i c e  w a s  s i g n i f i c a n t  a t  a l l .  I h a v e  
u s e d  f i n a n c i a l  n e g o t i a t i o n s  to  d e v e l o p  t h i s  p o i n t ,  b u t  t h e  s a m e  d i f f e r e n c e  
in  a p p r o a c h  i s  f o u n d  in  p o l i t i c a l  n e g o t i a t i o n s  a l s o .  

T o  r e t u r n  to  t he  p o i n t  of  o u r  p o l i c y  a s  r e l a t e d  to  o t h e r  c o u n t r i e s .  
Of c o u r s e ,  we h a v e  to k e e p  t he  C o m m u n i s t s  in  m i n d  a l l  t he  w h i l e ,  a n d  
t h e y  a r e  b e c o m i n g  i n c r e a s i n g l y  c o n c e r n e d  w i t h  f o r e i g n  e c o n o m i c  p o l i c y .  
Up  u n t i l  t he  d e a t h  of S t a l i n ,  I t h i n k  i t  w o u l d  b e  f a i r  to  s a y  t h a t  t he  w h o l e  
e c o n o m i c  d r i v e  of  t he  C o m m u n i s t  b l o c  w a s  to  b e c o m e  s e l f - s u f f i c i e n t ,  
to  t i e  t o g e t h e r  t r a d e w i s e  t he  m e m b e r s  of  t he  b l o c .  So P o l a n d ,  C z e c h o -  
s l o v a k i a ,  H u n g a r y ,  and  t h e  S o v i e t  U n i o n  f o u n d  t h e m s e l v e s  t r a d i n g  80 o r  
85 p e r c e n t  w i t h  e a c h  o t h e r .  C l e a r l y ,  t he  o b j e c t i v e  w a s  to  m a k e  t h e  b l o c  
a s  s e l f - s u f f i c i e n t  a s  p o s s i b l e .  
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I n  the  m o r e  r e c e n t  p e r i o d  we  s e e  t h e  S o v i e t s  m o v i n g  out ,  a p p a r e n t l y  
h a v i n g  d e c i d e d  t h a t  i t  m i g h t  b e  u s e f u l  in  a n u m b e r  of  c o u n t r i e s  if  t h e y  
c o u l d  e s t a b l i s h  m u c h  m o r e  a c t i v e  e c o n o m i c  r e l a t i o n s ,  A n d  so  t h e y  h a v e  
m o v e d  in .  P e r h a p s  t h e i r  t r a d e  i s  a t  i t s  h i g h e s t  p e r c e n t a g e  w i t h  Af -  
g h a n i s t a n  and  E g y p t .  In  E g y p t  i t  i s  no t  o n l y  a m a t t e r  of t h e i r  s e l l i n g  
E g y p t  s o m e  m i l i t a r y  g o o d s .  A f t e r  a l l ,  t h e y  t o o k  E g y p t i a n  c o t t o n  w h e n  
t h e  E g y p t i a n s  d i d n ' t  k n o w  w h a t  to  do  w i t h  i t .  In  t h e  c a s e  of B u r m a  y o u  
h a d  a v e r y  l a r g e  e c o n o m i c  t r a n s a c t i o n  in  t he  C o m m u n i s t  p u r c h a s e  of  r i c e  
to  be  p a i d  f o r  w i t h  C o m m u n i s t  g o o d s .  A l a r g e  c r e d i t  h a s  b e e n  e x t e n d e d  
to  I n d i a  i n  c o n n e c t i o n  w i t h  the  c o n s t r u c t i o n  of  a s t e e l  m i l l .  A n d  s o  t h i s  
b e c o m e s  a n e w  e l e m e n t  in  the  f o r e i g n  e c o n o m i c  p o l i c y  s i t u a t i o n  t h a t  we 
h a v e  to  t a k e  i n t o  a c c o u n t .  

I t  i s  d i f f i c u l t  to  e v a l u a t e  t h e  e f f e c t  of o p e r a t i o n s  of  t h i s  k ind .  In  
t h e  B u ~ - m e s e  c a s e  at  a n y  r a t e  t he  i m m e d i a t e  r e s u l t s  s e e m  to  b e  m i x e d .  
T h e  B u r m e s e  a r e  u n h a p p y  n o w  b e c a u s e  t h e  R u s s i a n s  h a v e  b e e n  g e t t i n g  
t h e i r  r i c e  a t  l e s s  t h a n  t he  w o r l d  m a r k e t  p r i c e .  T h i s  c a n  e a s i l y  h a p p e n  
i f  you  m a k e  a n  a g r e e m e n t  f o r  s e v e r a l  y e a r s .  A l s o  the  R u s s i a n  g o o d s  
c o m i n g  i n t o  B u r m a  h a v e  no t  a l w a y s  p l e a s e d  the  B u r m e s e .  So i t ' s  a 
l i t t l e  h a r d  to  k n o w  w h e t h e r  t h e  e f f o r t  to  u s e  an  e c o n o m i c  a p p r o a c h  w i t h  
B u r m a  h a s  o r  h a s  no t  s t r e n g t h e n e d  t he  C o m m u n i s t s .  

We  do k n o w  t h a t  t h i s  o p e r a t i o n  h a s  m e a n t  t h a t  a g r e a t  m a n y  m o r e  
R u s s i a n s  and  C z e c h s  a n d  P o l e s  and  H u n g a r i a n s  h a v e  b e e n  in  B u r m a  
t h a n  a t  a n y  t i m e  b e f o r e .  A n d  we do k n o w  t h a t  t h e  C o m m u n i s t s  w h o  a r e  
in B u r m a  a r e  h a v i n g  a n e w  l e a s e  on  l i f e ,  p o i n t i n g  out  h o w  h e l p f u l  R u s s i a  
i s  b e i n g  to  t h e m .  T h e  n e t  e f f e c t  i s  s t i l l  no t  a t  a l l  c l e a r  f r o m  o u r  p o i n t  
o f  v i e w .  B u t  c e r t a i n l y  t h i s  n e w  d e v e l o p m e n t  i s  one  w h i c h  we  m u s t  w a t c h  
c a r e f u l l y .  P e r h a p s  the  f a c t  t h a t  t h e  R u s s i a n s  a r e  f o l l o w i n g  o u r  o w n  
a p p r o a c h ,  i s  s o m e  a d d e d  j u s t i f i c a t i o n  f o r  o u r  o w n  e m p h a s i s  on  e c o n o m i c  
p r o g r a m s .  

Now,  w h a t  a r e  t h e  b a s i c  r e q u i r e m e n t s  f o r  c a r r y i n g  ou t  e c o n o m i c  
f o r e i g n  p o l i c y  e f f e c t i v e l y ?  I t h i n k  I h a v e  a l r e a d y  s u g g e s t e d  s o m e  of t he  
e l e m e n t s  n e e d e d .  One  I h a v e n ' t  s t r e s s e d  i s  t h a t  we  m u s t  h a v e  w i t h i n  
t h e  G o v e r n m e n t  t he  n e c e s s a r y  t e c h n i c a l  s k i l l  to  d e a l  w i t h  t h e s e  p r o b l e m s .  
T h a t  i s  s o m e t i m e s  v e r y  i m p o r t a n t .  

S u p p o s e  t h e r e ' s  a q u e s t i o n  of  m a k i n g  a l o a n  to  C h i l e  f o r  t h e  C h i l e a n s  
t o  b u i l d  a s t e e l  m i l l .  T h i s  s i m p l e  p r o b l e m  w o u l d  i n v o l v e  q u i t e  a n u m b e r  
of  t e c h n i c i a n s ,  t e c h n i c i a n s  w h o  k n e w  s o m e t h i n g  a b o u t  t he  m a k i n g  of  s t e e l  
a n d  t he  m a t e r i a l s  t h a t  w e r e  a v a i l a b l e  and  t h e  p o w e r  t h a t  w a s  a v a i l a b l e  
and  s o  f o r t h  in  C h i l e .  S o m e b o d y  w o u l d  a l s o  be  n e e d e d  w h o  k n e w  s o m e t h i n g  
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a b o u t  t he  m a r k e t i n g  and  d i s t r i b u t i o n  of i r o n  and  s t e e l  p r o d u c t s .  S o m e -  
one  w o u l d  b e  n e e d e d  who  k n e w  s o m e t h i n g  a b o u t  t he  t r a d e  p i c t u r e ,  s o m e -  
one  w h o  k n e w  s o m e t h i n g  a b o u t  C h i l e ' s  c a p a c i t y  to  m a k e  p a y m e n t s  if  t h i s  
i s  to  b e  a l oan .  A t a s k  f o r c e  of  t e c h n i c i a n s  w o u l d  h a v e  to  b e  b r o u g h t  
t o g e t h e r  s u c h  a s  p r o b a b l y  w o u l d  n e v e r  be  b r o u g h t  t o g e t h e r  a g a i n  in  t h e  
n e x t  20 y e a r s .  In  a s e n s e ,  t h e  G o v e r n m e n t  h a s  to  l i n e  e v e r y b o d y  u p  in  
t he  m o r n i n g  and  s e t  up  n e w  w o r k i n g  p a r t i e s  e v e r y  d a y  a c c o r d i n g  to  t h e  
p a r t i c u l a r  p r o b l e m s  of  t h e  day .  T h i s  i s  a m a j o r  o r g a n i z a t i o n a l  p r o b l e m ,  
b e c a u s e  o b v i o u s l y  you  d o n ' t  w a n t  to  h a v e  a f u l l  c o t e r i e  of  e x p e r t s  i n  the  
S t a t e  D e p a r t m e n t  a b l e  to  h a n d l e  e v e r y  p r o b l e m  in  e v e r y  i n d u s t r y .  T h e r e -  
f o r e  t h i s  c a l l s  f o r  a lo t  of  i n t e r a g e n c y  w o r k  at  t h e  t e c h n i c a l  l e v e l .  

B u t  b e y o n d  tha t ,  t h e r e  h a v e  to  be  p r o c e d u r e s  f o r  g e t t i n g  d e c i s i o n s  
m a d e .  I t h i n k  one  of t h e  t h i n g s  we  h a v e  to  b e  c o n c e r n e d  a b o u t  i n  t h i s  
c o u n t r y  i s  t h e  l e n g t h  of  t i m e  t h a t  i t  t a k e s  b e t w e e n  the  t i m e  t h a t  s o m e o n e  
b e g i n s  to  t h i n k  a b o u t  a G o v e r n m e n t  p r o g r a m  and  w h e n  s o m e t h i n g  r e a l l y  
h a p p e n s  a s  a r e s u l t .  T h i s  i s  p a r t l y  b e c a u s e  so  m a n y  of  o u r  f o r e i g n  
e c o n o m i c  p r o g r a m s  now  i n v o l v e  m o n e y .  G e t t i n g  m o n e y  ou t  of  t he  
G o v e r n m e n t  i s  a l ong ,  s l o w  p r o c e s s  a n d  v e r y  u n p r e d i c t a b l e .  T h e  p r o -  
g r a m  m a y  s t a r t  to  be  p l a n n e d  b a c k  in  t he  f o r e i g n  c o u n t r y .  I t  g e t s  
c h e c k e d  in  E C A  in  W a s h i n g t o n ,  g e t s  r e v i e w e d  in  t h e  B u d g e t  B u r e a u ,  
g o e s  u p  to  C o n g r e s s ,  and  t h e r e  i t  m u s t  p a s s  the  H o u s e  a n d  t he  S e n a t e .  
T h e  n e t  r e s u l t  i s  t h a t  a p r o g r a m  c a n  e a s i l y  t a k e  m o r e  t h a n  12 m o n t h s  
f r o m  the  t i m e  t h a t  i t ' s  f i r s t  c o n s i d e r e d  to  t he  t i m e  t h a t  i t ' s  a c t e d  on  b y  
C o n g r e s s .  

B e y o n d  t h e  p o i n t  of e n a c t m e n t ,  t h e r e  i s  l i k e l y  to  b e  a s t i l l  f u r t h e r  
p e r i o d  of t i m e  b e f o r e  i t  a c t u a l l y  c a n  be  pu t  i n to  o p e r a t i o n .  T h e s e  d e -  
l a y s  m a y  t h e m s e l v e s  c a u s e  p r o b l e m s .  You  m a y  h a v e  w o r k e d  t h i s  w h o l e  
p r o j e c t  o u t  w i t h  a g o v e r n m e n t  in  a p a r t i c u l a r  c o u n t r y  and  t h e n ,  w h e n  
y o u ' r e  f i n a l l y  r e a d y  to s t a r t ,  t h a t  g o v e r n m e n t  i s n ' t  t h e  g o v e r n m e n t  a n y  
m o r e .  You  m a y  f i n d  y o u r s e l f  w i t h  a p e r s o n  a r r i v i n g  to  s t a r t  a p r o g r a m ,  
l e t ' s  s a y ,  in  e d u c a t i o n  o r  p u b l i c  h e a l t h  o r  w h a t e v e r  i t  m a y  b e ;  a n d  t h e  
w h o l e  b a s i s  on  w h i c h  t h i s  i s  to  b e  done  m a y  h a v e  to  b e  r e n e g o t i a t e d  w i t h  
n e w  p e o p l e  u n f a m i l i a r  w i t h  t h e  e a r l i e r  p r o g r a m m i n g .  

D e l a y s  a r e  no t  o n l y  in  f i e l d s  r e q u i r i n g  a p p r o p r i a t i o n s .  In  t h e  f i e l d  
of  t a r i f f  a d j u s t m e n t s ,  t h e r e  i s  a l ong ,  s l o w  p r o c e s s ,  w i t h  p u b l i c  h e a r i n g s  
a s  p a r t  o f  t h e  p r e p a r a t o r y  w o r k .  T h e n  t h e r e  is  t he  n e g o t a t i o n  i t s e l f ,  
w h i c h  m a y  t a k e  a g o o d  m a n y  m o n t h s .  E s c a p e  c l a u s e  a c t i o n s  u s u a l l y  t a k e  
a t  l e a s t  a y e a r .  I t h i n k  we do h a v e  to  t r y  to  f i n d  w a y s  to  s h o r t e n  t he  
p r o c e s s  of  d e c i d i n g  the  f o r e i g n  e c o n o m i c  i s s u e s .  
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T h e r e  is  s t i l l  one  o t h e r  s i d e  to  the  o p e r a t i o n  of f o r e i g n  p o l i c y  and  
tha t  i s  the  c o m m u n i c a t i o n  of p o l i c y - - c o m m u n i c a t i o n  to  o u r  G o v e r n m e n t ,  
c o m m u n i c a t i o n  to  o u r s e l v e s ,  and m o s t  i m p o r t a n t  of al l ,  c o m m u n i c a t i o n  
to  o t h e r  c o u n t r i e s .  I wi l l  g ive  you  one i l l u s t r a t i o n  w h i c h  s h o w s  the  k ind  
of  t r o u b l e  t ha t  one c a n  ge t  in to .  

L a s t  y e a r  I w a s  in  J a p a n .  I found  t h e r e  a v e r y  c o m m o n  b e l i e f  tha t  
one  of t he  t h i n g s  tha t  J a p a n  was  do ing  w h i c h  w a s  v e r y  h e l p f u l  to  the  
U n i t e d  S t a t e s  was  t a k i n g  s o m e  of o u r  s u r p l u s  a g r i c u l t u r a l  c o m m o d i t i e s  
off  o u r  h a n d s .  We had  n e g o t i a t e d  one of the  a g r e e m e n t s  in w h i c h  we 
s e n t  to  t h e m  c o t t o n  and  r i c e  and  s o m e  w h e a t  and  s o m e  t o b a c c o ,  and  
f o r  it  t h e y  p r e s u m a b l y  pa id  us  in J a p a n e s e  c u r r e n c y .  T h e n  we in t u r n  
l e n t  tha t  J a p a n e s e  c u r r e n c y  b a c k  to the  J a p a n e s e  G o v e r n m e n t  to be  u s e d  
in  s o m e  of i t s  d e v e l o p m e n t  p r o j e c t s  r e q u i r i n g  c a p i t a l .  And t h e n  o v e r  
the  long  pu l l  e i t h e r  t h e y  w e r e  to p a y  th i s  b a c k  to u s  in J a p a n e s e  c u r r e n c y  
a n d  we wou ld  u s e  it  to  f i n a n c e  o u r  v a r i o u s  G o v e r n m e n t  r e p r e s e n t a t i v e s  
and  o t h e r  p e o p l e  in  J a p a n ,  o r  t h e y  c o u l d  pay  i t  b a c k  at  a l o w e r  i n t e r e s t  
r a t e  in  d o l l a r s .  

This w a s  a v e r y v a l u a b l e  a g r e e m e n t  to  J a p a n .  I t  m e a n t  t ha t  t h e y  
o b t a i n e d  c o m m o d i t i e s  t ha t  t h e y  had  to have ,  w i thou t  p a y i n g  f o r  t h e m  in 
d o l l a r s .  As  a m a t t e r  of fac t ,  i t  w a s  a t  a r e d u c e d  p r i c e  a n y w a y .  In  
add i t i on ,  t h e y  wou ld  r e c e i v e  the  the  y e n  p r o c e e d s  of the  s a l e  of the  goods ,  
a n d  c o u l d  u s e  t h e m  v i r t u a l l y  as  a l oan  to  the  J a p a n e s e  G o v e r n m e n t  f o r  
u s e  in  t h e i r  d e v e l o p m e n t p r o g r a m .  

Bu t  t h e y  n e v e r  though t  of a l l  t h i s  as  b e i n g  h e l p f u l  to J a p a n .  T h e y  
r a t h e r  had  the  i m p r e s s i o n  tha t  t h e y  w e r e  r e a l l y  h e l p i n g  u s  a g r e a t  d e a l  
b y  t a k i n g  t h e s e  s u r p l u s e s  off  o u r  h a n d s .  As  a m a t t e r  of f a c t ,  I g u e s s  
we wou ld  h a v e  to c o n c e d e  tha t  th i s  is  a p e r f e c t l y  n a t u r a l  w a y  f o r  t h e m  
to  l o o k  at  it ,  b e c a u s e  th i s  is  the  w a y  w e ' v e  b e e n  look ing  at  i t .  A f e w  
p e o p l e  h a v e  s a i d  t ha t  th i s  would  he lp  in  e c o n o m i c  d e v e l o p m e n t .  If y o u  
look  at  the  r e p o r t s  w i th  r e s p e c t  to the  f o r e i g n  s a l e s  of a g r i c u l t u r a l  
p r o d u c t s ,  you  wi l l  s e e  tha t  wha t  we a r e  p l e a s e d  abou t  is  t ha t  we  h a v e  
d i s p o s e d  of so  m u c h  s u r p l u s ,  not  tha t  we h a v e  b e e n  h e l p f u l  to  J a p a n .  
In  the  d e b a t e s  in  C o n g r e s s ,  n o b o d y  s a y s :  "We s h o u l d  h a v e  th i s  p r o g r a m  
to h e l p  f o r e i g n  c o u n t r i e s ,  " e x c e p t  as  s o r t  of a f o o t n o t e .  T h e y  s a y :  " T h i s  
i s  a p r o g r a m  tha t  is  v a l u a b l e  in the  d i s p o s a l  o~ s u r p l u s .  " 

Now, I submit this is a failure in emphasis and in communication. 
In this case we have clearly contributed to it ourselves. Here's some- 

thing we are doing that's exceedingly valuable. This is a brilliant 
concept--this program--because it does use some resources which we 
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h a v e  w h i c h  o t h e r w i s e  w o u l d  b e  i d l e  and" d o e s  f a c i l i t a t e  e c o n o m i c  d e v e l o p -  
m e n t ;  a n d  y e t  t h i s  p r o g r a m  i s n ' t  v i e w e d  a s  b e i n g  s o m e t h i n g  t h a t  we  a r e  
d o i n g  a s  p a r t  of an  a s s i s t a n c e  p r o g r a m  to o t h e r  c o u n t r i e s ,  a t  l e a s t  no t  
w i t h i n  t he  c o u n t r i e s  t h e m s e l v e s .  

T h i s  p r o b l e m  i s  e s s e n t i a l l y  t h a t  of  t he  p o s t u r e  in  w h i c h  we a p p e a r  
in  o t h e r  c o u n t r i e s .  O u r  d i f f i c u l t y  i s  t h a t  o t h e r  c o u n t r i e s  t e n d  to  l o o k  
a t  t he  U n i t e d  S t a t e s  a s  t h o u g h w e  w e r e  s o m e h o w  a c r o s s b r e e d  b e t w e e n  
M i d a s  and  M a r s .  We a r e  U n c l e  S a m  w i t h  m o n e y  b a g s  a n d  r a t t l i n g  
s a b e r s .  We do h a v e  a lo t  of s a b e r s  and  a lo t  of m o n e y  b a g s ,  b u t  o u r  
f o r e i g n  p o l i c y  i s  no t  b u i l t  j u s t  in  t e r m s  of  t h e s e  two  t h i n g s .  P a r t  o f  
o u r  p r o b l e m  is  to  ge t  t he  i d e a  a c r o s s  t h a t  we  t a k e  i n t o  a c c o u n t  t h e  
i n t e r e s t s  of  t he  o t h e r  c o u n t r i e s  as  w e l l  a s  o u r  own .  

O u r  f o r e i g n  p o l i c y  i s  b u i l t  in  s u c h  t e r m s - - t r y i n g  to  f i n d  w a y s  i n  
w h i c h  t h e  A m e r i c a n  i n t e r e s t ,  o u r  n a t i o n a l  i n t e r e s t ,  c a n  b e  f u r t h e r e d ,  
a l o n g  w i t h  f u r t h e r i n g  t h e  i n t e r e s t  of  o t h e r  c o u n t r i e s .  T h i s  i s  e a s i e s t  
t o  do,  p e r h a p s ,  in  the  e c o n o m i c  f i e l d ,  b e c a u s e  e c o n o m i c  g r o w t h  i s  a 
c u m u l a t i v e  s o r t  of  t h i n g  w h i c h  f e e d s  b a c k  a s  b e t w e e n  m a r k e t s  and  
s o u r c e s  of  s u p p l y .  B u t  we do h a v e  a m a j o r  p r o b l e m  of  o u r  b a s i c  r e -  
l a t i o n s  to  o t h e r  c o u n t r i e s .  F r o m  t h a t  p o i n t  of  v i e w  one  h a s  t o  t h i n k  
a b o u t  e c o n o m i c  f o r e i g n  p o l i c y  no t  j u s t  in  t e r m s  of  w h a t  y o u  and  I w o u l d  
f i n d  a s  we l o o k  t h r o u g h  t he  A m e r i c a n  l e g i s l a t i o n  and  s o  f o r t h ,  b u t  a s  to  
how i t  i s  v i e w e d  b y  p e o p l e  of  o t h e r  c o u n t r i e s .  

T h i s  m e a n s  in  t h e  e n d  t h a t  t h e r e  i s  n o  s e n s e  in  t a l k i n g  a b o u t  f o r e i g n  
e c o n o m i c  p o l i c y  b y  i t s e l f .  E c o n o m i c  p o l i c y  i s  t i e d  in  w i t h  p o l i t i c a l  
p o l i c y .  I t  i s  t i e d  in  w i t h  t h e  t o t a l  i m a g e  of  t h e  U n i t e d  S t a t e s  w h i c h  i s  
b u i l t  up  t h r o u g h  t h e  i n t e r p l a y  of  e c o n o m i c  p o l i c y ,  of  i n t e r n a t i o n a l  p u b l i c  
r e l a t i o n s ,  and  of  p o l i t i c a l  a c t i o n s .  

B a s i c a l l y ,  t h e n ,  one  s h o u l d  t h i n k  of  f o r e i g n  e c o n o m i c  p o l i c y  a s  a 
p a r t  of  t o t a l  p o l i c y - - v e r y  f l u i d ,  f u l l  of  c o n t i n u a l  c o n f l i c t s - - s o m e t h i n g  
in  w h i c h  we h a v e  f a i r l y  g e n e r a l  o b j e c t i v e s  b u t  i n  w h i c h  t h e  p r o b l e m  
p r i m a r i l y  b e c o m e s  one  of  c o n t i n u a l  r e s o l u t i o n  a m o n g  d i f f e r e n t  o b j e c t i v e s  
a s  r e p r e s e n t e d  in v a r i o u s  p a r t s  of  t h e  G o v e r n m e n t ,  r e p r e s e n t e d  i n  
C o n g r e s s ,  and  r e p r e s e n t e d  t h r o u g h  p r i v a t e  p r e s s u r e s .  T h a t  i s  w h y  no  
o n e  c a n  e v e r  s a y :  " T h i s  i s  A m e r i c a n  f o r e i g n  e c o n o m i c  p o l i c y . "  O n e  
c a n  o n l y  s a y :  " T h i s  i s  t he  p r o c e s s  t h r o u g h  w h i c h  we  m o v e  in  t he  d i r e c -  
t i o n  of  c e r t a i n  g e n e r a l  o b j e c t i v e s .  " 

C O L O N E L  E C K L E S :  D r .  T h o r p  i s  r e a d y  f o r  y o u r  q u e s t i o n s .  
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Q U E S T I O N :  W o u l d  you  c o m p a r e  o u r  e c o n o m i c  p o l i c y  w h i c h  we  h a d  
in  t he  p a s t  b e f o r e  W o r l d  W a r  H and  o u r  p r e s e n t  e c o n o m i c  p o l i c y  w i t h  
t h e  c o u n t r i e s  o f  S o u t h e a s t  A s i a ,  w i t h  I n d o n e s i a ,  f o r  e x a m p l e ?  

DR.  T H O R P :  I a m  no t  s u r e  t h a t  I k n o w  q u i t e  how to  f o c u s  t h e  
c o m p a r i s o n .  O u r  p o l i c i e s  t o w a r d  t h e  F a r  E a s t  in  the  p r e - W o r l d  W a r  II  
p e r i o d  w e r e  p r i m a r i l y  an  o c c a s i o n a l  a c t i o n  to  k e e p  w h a t  we c a l l e d  t h e  
" o p e n  d o o r .  " In  o t h e r  w o r d s ,  we w e r e  t r y i n g  to  p r e v e n t  t h e  s p h e r e s  of  
i n t e r e s t  of  o t h e r  c o u n t r i e s  f r o m  b e c o m i n g  t o o  g r e a t  w i t h  r e s p e c t  t o  C h i n a .  
We go t  e x c i t e d  o c c a s i o n a l l y  a b o u t  i n c i d e n t s  s u c h  a s  t h e  B o x e r  R e b e l l i o n .  
We h a d  M a r i n e s  o v e r  t h e r e  to  p r o L e c t  o u r  p e o p l e  f r o m  t i m e  to  t i m e .  
B u t  I w o u l d  s a y  t h a t  as  f a r  a s  t h e  F a r  E a s t  w a s  c o n c e r n e d  in  t h i s  e a r l y  
p e r i o d ,  e x c e p t  f o r  an  e f f o r t  t o  m a k e  t r a d e  p o s s i b l e ,  we h a d  no  s p e c i a l  
p o l i c y  t h a t  s e e m e d  to  m e  at  a l l  e f f e c t i v e  o r  a c t i v e .  I n  t h i s  a r e a ,  y o u  
d o n ' t  f i n d  m u c h  p o l i c y .  

N o w  we h a v e  a s e r i e s  of  p o l i c i e s  t o w a r d  A s i a .  We h a v e  a n  a n t i - R e d  
C h i n a  p r o g r a m ,  in  f a c t ,  an  e m b a r g o  on  t r a d e  w i t h  R e d  C h i n a .  We h a v e  
a p o l i t i c a l  e m b a r g o  and  a n  e c o n o m i c  e m b a r g o  b o t h .  F o r  t he  r e s t  of 
A s i a  we  a r e  i n v o l v e d  in  v a r i o u s  m o r e  c o n s t r u c t i v e  p r o g r a m s .  O u r  
b i g g e s t  a i d  p r o g r a m s  a r e  to  S o u t h  K o r e a ,  T a i w a n ,  and  S o u t h  V i e t  N a m .  
W i t h  r e s p e c t  to  I n d o n e s i a  and  w i t h  r e s p e c t  to  T h a i l a n d  we  h a v e  b e e n  
s t a n d i n g  b y  w i t h  s o m e  G o v e r n m e n t  a id ,  b u t  w i t h  v e r y  l i t t l e  t r a d e  t a k i n g  
p l a c e  u n d e r  p r i v a t e  e n t e r p r i s e .  P e r h a p s  i t  c a n  be  s u m m a r i z e d  b y  n o t i n g  
t h a t  a n  A s s i s t a n t  S e c r e t a r y  of  S t a t e  i s  s p e c i f i c a l l y  d e s i g n a t e d  t o d a y  to  
f o c u s  h i s  a t t e n t i o n  on t he  F a r  E a s t .  

Q U E S T I O N :  I w a s  t h i n k i n g  p r i n c i p a l l y  of t h e  p o l i t i c a l  a s p e c t s  t a k i n g  
p r e c e d e n c e  o v e r  I n d o n e s i a n  a s p e c t s  in  t he  i n t e r e s t  of a d v a n c i n g  t h e  
s t a n d a r d  of  l i v i n g  of t he  p e o p l e .  We h a v e  h i g h l i g h t e d  t h a t  we  w a n t  to  
a s s i s t  a g o v e r n m e n t  w h i c h  i s  a n t i - C o m m u n i s t  r a t h e r  t h a n  p r o v i d i n g  a i d  
to  a g o v e r n m e n t  w h i c h  i s  p r i m a r i l y  c o n c e r n e d  w i t h  r a i s i n g  t h e  s t a n d a r d  
of  l i v i n g  of  the  p e o p l e .  

DR. THORP: Wel l ,  I t h i n k  I s e e  m o r e  c l e a r l y  n o w  w h a t  y o u  a r e  
i n t e r e s t e d  in .  W e  h a v e  t w o  k i n d s  of  c o n s i d e r a t i o n s  t h a t  e n t e r  i n t o  t h e  
a s s i s t a n c e  p r o g r a m s .  F i r s t  a r e  t h e  c o u n t r i e s  w i t h  w h i c h  we  h a v e  
c l e a r l y  s o m e  k i n d  of  m i l i t a r y  r e l a t i o n s h i p ,  w h e r e  we  a r e  g i v i n g  m i l i t a r y  
a i d ,  a n d  w h e r e  we r e q u i r e  f r o m  t h e m  s o m e t h i n g  m o r e  o f  a c o m m i t m e n t  
t h a n  f r o m  o t h e r  c o u n t r i e s .  T h e  m i l i t a r y  a s s i s t a n c e  to  t h i s  g r o u p  i s  
b i g g e r  t h a n  t he  e c o n o m i c  a s s i s t a n c e ,  a l t h o u g h  i t  i s  h a r d  to  c l a s s i f y  t h e  
d e f e n s e - s u p p o r t  a i d  w h i c h  g o e s  i n to  t h e s e  c o u n t r i e s  s i n c e  i t  i s  b o t h  
m i l i t a r y  and  e c o n o m i c .  You  m a y  b u i l d  a r o a d  b e c a u s e  of  i t s  m i l i t a r y  
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s i g n i f i c a n c e ,  bu t  it a l s o  m a y  h a v e  e c o n o m i c  i m p o r t a n c e .  A p o w e r p l a n t  
m a y  c o u n t  as  d e f e n s e  s u p p o r t  e v e n  t hough  it i s  v a l u a b l e  f o r  o t h e r  r e a s o n s  
t h a n  p r o v i d i n g  p o w e r  f o r  an  a i r f i e l d .  

O n c e  you  ge t  o u t s i d e  of the  m i l i t a r y  g r o u p i n g s ,  how do y o u  d e c i d e  
abou t  a id  to the  o t h e r  c o u n t r i e s 7  How m u c h  w e i g h t  do you  put  on the  
p o l i t i c a l  c h a r a c t e r  of  the  g o v e r n m e n t  of the  o t h e r  c o u n t r i e s ?  At  l e a s t  
as  f a r  as  the  r e c o r d  is  c o n c e r n e d ,  yoga c a n n o t  f ind  a n y  s t a t e m e n t  of  
p o l i c y  t h a t  s a y s  it  ha s  to be  a d e m o c r a t i c  g o v e r n m e n t .  T h e  o n l y  s t a t e -  
m e n t  of p o l i c y  is  tha t  it h a s  to be  a g o v e r n m e n t  not  u n d e r  t h e  d o m i n a t i o n  
of the  C o m m u n i s t s .  

I s u s p e c t  t ha t  t h e r e  a r e  s o m e  g o v e r n m e n t s  t h a t  we f ind  it  e a s i e r  to 
w o r k  wi th  t h a n  o t h e r s - - l e t ' s  put  it  t ha t  w a y - - a n d  t h a t  t h e r e f o r e  we  do h a v e  
s o m e  d e g r e e  of  f a v o r i t i s m  a m o n g  g o v e r n m e n t s ,  o r  s e l e c t i v i t y .  P e r h a p s  
t h a t ' s  a b e t t e r  w a y  to put  i t .  But  t h e r e  a r e  m a n y  p e o p l e  who  w o u l d  f e e l  
t ha t  n e i t h e r  S y n g m a n  R h e e  n o r  C h i a n g  K a i - S h e k  r e p r e s e n t s  the  h i g h e s t  
f o r m  of d e m o c r a t i c  g o v e r n m e n t  tha t  one  wou ld  l ike  to s e e .  N e v e r t h e l e s s  
b o t h  of t h e m  a r e  g e t t i n g  v e r y  s t r o n g  m i l i t a r y  and  e c o n o m i c  s u p p o r t  f r o m  
the  U n i t e d  S t a t e s  G o v e r n m e n t .  

A c t u a l l y  t h e r e  is  v e r y  s t r o n g  s u p p o r t  f o r  the  i d e a  t h a t  e c o n o m i c  
a s s i s t a n c e  s h o u l d  be j u d g e d  in  t e r m s  of the  d e g r e e  to w h i c h  it  l o o k s  as  
if  i t  wou ld  be  p r o d u c t i v e  and u s e f u l ;  t ha t  t h i s  s h o u l d  be  y o u r  t e s t - - t h e  
c a p a c i t y  of  the  a r e a - - a n d  tha t  you  hope  t h a t  i t s  i m p a c t  on  the  p o l i t i c a l  
s i t u a t i o n  w i l l  a t  l e a s t  be  s t a b i l i z i n g ,  so  tha t  any  C o m m u n i s t  g r o u p  w i l l  
h a v e  m o r e  t r o u b l e  in t a k i n g  o v e : .  

T h i s  is  an  u n d e r l y i n g  t h e o r y - - t h a t  s o m e  e c o n o m i c  p r o g r e s s  in a 
c o u n t r y  wi l l  t e n d  to s t a b i l i z e  the  p o l i t i c a l  s i t u a t i o n .  U n f o r t u n a t e l y ,  t h i s  
i s  not  the  k ind of  t h ing  t h a t  c a n  be  p r o v e n ;  and  t h e r e  a r e  e v i d e n c e s  t h a t  
t h i s  d o e s  not  a l w a y s  h a p p e n .  

As to political strings, I would say that as to economic aid itself, 
we have done pretty well about not tying it up with political strings. We 
have been willing to give aid to Thailand and now to Burma without any- 
t h i n g  t h a t  I w o u l d  de f ine  as  p o l i t i c a l  s t r i n g s .  T h e  s t r i n g s  t h a t  a r e  t h e r e  
a r e  m o s t l y  s t r i n g s  tha t  h a v e  to do wi th  the  e f f i c i e n t  u s e  of the  a id  r a t h e r  
t h a n  wi th  s o m e t h i n g  e l s e  t ha t  the  c o u n t r y  s h o u l d  o r  s h o u l d  not  do. 

As  a m a t t e r  of f a c t ,  if  I m a y  e x p a n d  f o r  a m o m e n t  on s t r i n g s ,  l e t  
m e  s a y  tha t  th i s  i s  s o m e t h i n g  tha t  p e o p l e  b y  and  l a r g e  m i s u n d e r s t a n d .  
T h e y  o f t en  f e e l  tha t  you  c a n  ge t  a c o u n t r y  to  c o m m i t  i t s e l f  to  be on y o u r  
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s i d e  o r  no t ,  o r  m a k e  s o m e  k i n d  of  l o n g - r u n  c o m m i t m e n t  a b o u t  t r a d i n g  
p o l i c y ,  o r  w h a t e v e r  i t  m a y  be ,  f o r  an  i m m e d i a t e  a m o u n t  of  a s s i s t a n c e .  
T h i s  i s  l a r g e l y  n o n s e n s e .  T a k e  t he  F r e n c h  c a s e .  We t r i e d  to  t h r e a t e n  
t h e  F r e n c h  b y  s a y i n g :  " I f  you  d o n ' t  go  i n t o  E D C ,  we  w i l l  h a v e  to  h a v e  
a n  a g o n i z i n g  r e a p p r a i s a l  of o u r  a s s i s t a n c e  to  you .  " T h i s  w a s  a s t r a i g h t  
t h r e a t - - t h a t  " I f  you  d o n ' t  go  i n to  E D C ,  we  w i l l  t a k e  a w a y  y o u r  a s s i s t a n c e .  t t  

T h i s  w a s  a n o n s e n s i c a l  k i n d  of  t h r e a t ,  b e c a u s e  a l l  t h e  F r e n c h  h a d  
to do w a s  to  s a y :  " Y e s .  W e ' l l  go  i n t o  E D C .  W e ' d  l ike  to  h a v e  y o u r  
a s s i s t a n c e .  " B u t  t h e n ,  h a v i n g  g o n e  i n to  t h e  E D C ,  t h e y  m i g h t  h a v e  h e l d  
u p  a n y  d e v e l o p m e n t  of  a c o m m o n  E u r o p e a n  a r m y  f o r  t he  n e x t  f i v e  y e a r s  
q u a r r e l i n g  o v e r  w h a t  k i n d  of  u n i f o r m s  s h o u l d  b e  w o r n  b y  t h i s  a r m y ,  o r  
q u i b b l i n g  o v e r  a n y  n u m b e r  of  o t h e r  i s s u e s .  

T h e  p o i n t  m e r e l y  i s  t h a t  a c o m m i t m e n t  in  g e n e r a l  t e r m s  to  c a r r y  
t h r o u g h  a p a r t i c u l a r  p o l i c y  c a n  b e  s a b o t a g e d  s o  e a s i l y  in  s o  m a n y  w a y s  
t h a t  i t  i s  a n  u n e n f o r c e a b l e  c o n t r a c t .  I f  y o u  r e a l l y  w a n t  t o  h a v e  t h i n g s  
m o v e  in  a p a r t i c u l a r  d i r e c t i o n ,  you  a r e  m o r e  l i k e l y  to  g e t  i t  i f  y o u  
d o n ' t  r e q u i r e  i t .  T h e  v e r y  f a c t  t h a t  y o u  r e q u i r e  i t  m e a n s  t h a t  t h e  in -  
f l u e n c e  of  t h e  p e o p l e  w h o  w o u l d  s u p p o r t  t h i s  a c t i o n  in t h e  c o u n t r y  i s  
w e a k e n e d .  T h e y  a r e  s a i d  to  be  A m e r i c a n  s t o o g e s ,  b e c a u s e  t h i s  i s  w h a t  
t he  U n i t e d  S t a t e s  w a n t s .  

I f  y o u  a r e  d e c i d i n g  on  g i v i n g  f o r e i g n  e c o n o m i c  a id ,  o r  w h a t e v e r  o t h e r  
d e c i s i o n  i t  m a y  be ,  s t r i n g s  m u s t  be  k e p t  w i t h i n  the  a r e a  of  b e h a v i o r  t h a t  
r e l a t e s  t o  t h a t  p r o b l e m .  T h e  m i n u t e  y o u  t r y  to  t i e  on  s o m e t h i n g  e l s e  
w h i c h  i s  no t  d i r e c t l y  r e l a t e d  a s  a c o n d i t i o n ,  u n l e s s  i t  i s  s o m e t h i n g  t h a t  
c a n  be  w o u n d  u p  t h e n  and  t h e r e ,  s o  to  s p e a k ,  t h e n  you  a r e  l i k e l y  n o t  to  
g e t  w h a t  y o u  t h i n k  y o u  a r e  g e t t i n g  ou t  of  i t .  S t r i n g s  a r e  g o o d  w h e n  t h e y  
r e l a t e  to  the  u s e  of  t h e  a id  o r  t he  m i l i t a r y  a s s i s t a n c e ,  t h e  w a y  in  w h i c h  
t h e  m i l i t a r y  p r o g r a m  s h a l l  d e v e l o p ;  b u t  t he  m i n u t e  y o u  t r y  to  t i e  s o m e -  
t h i n g  e l s e  in  t h a t ' s  u n r e l a t e d ,  p a r t i c u l a r l y  s o m e t h i n g  t h a t  r u n s  on  f o r  
q u i t e  a p e r i o d  of  t i m e ,  t he  s t r i n g  is  l i k e l y  to  b r e a k .  

Q U E S T I O N :  I b e l i e v e  y o u  t o u c h e d  on t h i s  w h e n  y o u  w e r e  d i s c u s s i n g  
c o n f l i c t s  t h a t  a r i s e  b e t w e e n  G o v e r n m e n t  a g e n c i e s  and  w i t h i n  t h e  S t a t e  
D e p a r t m e n t ,  b u t  I w o n d e r  i f  y o u  w o u l d  e x p a n d  a l i t t l e  b i t  on  t h e  d i f f i -  
c u l t i e s  t h a t  t he  S t a t e  D e p a r t m e n t  h a s  w i t h i n  i t s e l f  in  e x p a n d i n g  t h e  v i e w s  
of  r e p r e s e n t a t i v e s  of f o r e i g n  c o u n t r i e s .  F o r  i n s t a n c e ,  i t  a p p e a r s  to  m e  
t h a t  m a n y  time~s w h e n  y o u  a r e  d e a l i n g  w i t h  t h e  S t a t e  D e p a r t m e n t ,  E n g l a n d ' s  
r e p r e s e n t a t i v e  i s  f o c u s s i n g  o n l y  on  t h e i r  p r o b l e m s ;  b u t  now t h e  p r o b l e m  
h a s  r e v e r s e d  a n d  he  w i l l  r e v e r s e  h i m s e l f  to  m a k e  h i s  p r o b l e m  a l i t t l e  b i t  
e a s i e r .  W o u l d  y o u  c a r e  to  c o m m e n ~  on h o w  you  h a n d l e  t h a t  p r o b l e m  o r  
h o w  t h a t  p r o b l e m  i s  h a n d l e d 7  
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DR. THORP: I w i s h  I c o u l d  s a y  t h a t  t h e r e  w a s  an  e a s y  w a y  to  
h a n d l e  i t .  P r o b l e m s  do h a v e  s e v e r a l  d i m e n s i o n s .  A f t e r  a l l ,  m o s t  of  
o u r  f o r e i g n  p o l i c y  i s  c a r r i e d  out  w i t h  a c o u n t r y ,  w i t h  a n o t h e r  c o u n t r y .  
M a y b e  t he  s a m e  t h i n g  h a s  to  b e  d o n e  w i t h  12 c o u n t r i e s ,  bu t  i t  h a s  to  be  
done  w i t h  12 c o u n t r i e s ;  and  t h e r e ' s  no  w a y  y o u  c a n  h a n d l e  a l l  12 c o u n t r i e s  
a t  o n c e .  So t h a t  t h e  h e a r t  of  the  c a r r y i n g  ou t  of  f o r e i g n  p o l i c y  t e n d s  
n e c e s s a r i l y  t o  be  a c o u n t r y - b y - c o u n t r y  o p e r a t i o n ,  a n d  t h e r e f o r e  the  
c o u n t r y  d e s k  i s  t h e  c e n t r a l  p o i n t .  

O n  t h e  o t h e r  h a n d ,  w h e n  you  a r e  t r y i n g  to  w o r k  o u t  a p r o g r a m  f o r  
the  d i s p o s a l  of  c o t t o n  o r  w h a t  you  a r e  g o i n g  to  do a b o u t  t h e  c o f f e e  a g r e e -  
m e n t s  t h a t  a r e  in  t h e  a i r ,  o r  an  o v e r a l l  a i d  p r o g r a m ,  t h i s  i s n ' t  j u s t  a 
c o u n t r y  p r o b l e m .  T h i s  m a y  b e  a p r o b l e m  t h a t  r e l a t e s  b a c k  to  s o m e  f u n c -  
t i o n  of  s o m e  o t h e r  a g e n c y  in  t h e  G o v e r n m e n t .  So you  h a v e  t o  h a v e  a 
c o f f e e  s p e c i a l i s t  and  y o u  h a v e  to  h a v e  a B r a z i l i a n  s p e c i a l i s t .  T h e  c o f f e e  
s p e c i a l i s t  h a s  t o  s e r v e  San  D o m i n g o ' s  i n t e r e s t  a s  w e l l  a s  t h e  i n t e r e s t  
o f  B r a z i l .  A n d  one  h a s  to  k e e p  in  m i n d  t he  e f f e c t  on  o u r  c o u n t r y  of  an  
a c t i o n  t a k e n  w i t h  a n o t h e r .  

Now,  t h i s  i s  y o u r  f u n d a m e n t a l  d i f f i c u l t y .  T h e  p r o b l e m  i s  one  in  
t e r m s  of  f u n c t i o n  a n d  in  t e r m s  of  a c t i o n s .  M a y b e  in  d e c i d i n g  w h a t  y o u ' r e  
g o i n g  to  do a b o u t  c o f f e e  y o u ' v e  go t  to  w o r r y ,  b e c a u s e  y o u  m i g h t  n o t  w a n t  
t o  do  w i t h  c o f f e e  t h e  s~ rne  t h i n g  t h a t  you  w o u l d  do v i s - a - v i s  c o c o a  o r  
v i s - a - v i s  s u g a r .  So s o m e o n e  h a s  to  c o n s i d e r  t h e  c o f f e e  p r o b l e m  in  r e -  
l a t i o n  to  o t h e r  c o m m o d i t i e s .  M a y b e  w h a t  you  w a n t  to  do w i t h  r e s p e c t  t o  
E n g l a n d  w o u l d  ge t  u s  in  t r o u b l e  w i t h  r e s p e c t  t o  F r a n c e .  So y o u ' v e  go t  
t o  c o n s i d e r  t h e  F r e n c h  p i c t u r e .  

I d o n ' t  k n o w  any  w a y  to  d e a l  w i t h  t h i s  e x c e p t  b y  t h e  p r o c e s s  of  t r y i n g  
to  h a v e  a l l  t h e  p o l i t i c a l  and  t he  f u n c t i o n a l  p e o p l e  a w a r e  of  w h a t  e a c h  o t h e r  
i s  d o i n g  and  e a c h  o t h e r ' s  i n t e r e s t s .  T h i s  m e a n s  a t e r r i f i c  c i r c u l a t i o n  of  
p a p e r s  a l l  t h e  t i m e  i n  t h e  h o p e  t h a t  e v e r y b o d y  w i l l  l o o k  a t  t h e m  a n d  k n o w  
w h a t  e v e r y b o d y  e l s e  i s  d o i n g .  T h e  o t h e r  p r o t e c t i o n  i s  f o r  t h e m  to  h a v e  
e n o u g h  a w a r e n e s s  s o  t h a t  w h e n  t h e r e  a r e  s e v e r a l  p e o p l e  i n v o l v e d  in  t h e  
p r o b l e m ,  if t h e y  d i s a g r e e ,  i t  m o v e s  u p  to t h e  p o i n t  w h e r e  i t  c a n  b e  r e -  
s o l v e d  b y  s o m e o n e  h i g h e r  u p  w h o  l o o k s  at  t h e  t o t a l  p r o b l e m .  T h i s  
p r o c e s s  d e p e n d s  u p o n  t h e  c o n f i d e n c e  a n d  the  w i s d o m  of  t h e  p e o p l e  c o n -  
c e r n e d .  

M o v i n g  p r o b l e m s  u p s t a i r s  i s  o f  c o u r s e ,  a w a y  of  g e t t i n g  t h e m  s o l v e d ,  
u s u a l l y ;  b u t  i t  h a s  a s p e c i a l  c h a r a c t e r  w h i c h  I t h i n k  i s  w o r t h  t r a c i n g .  
P r o b l e m s  a r e  o f t e n  v e r y  h a r d  f o r  t h e  t e c h n i c i a n s  to  s o l v e ,  b e c a u s e  t h e y  
s e e  d i f f i c u l t i e s  of  one  s o r t  o r  a n o t h e r  and  t h e r e f o r e  t h e y  c a n ' t  f i n d  a 
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s o l u t i o n  tha t  s e e m s  to be  t o l e r a b l e  w i t h i n  the  c i r c u m s t a n c e s .  Of t en  
the  o n l y  hope  of g e t t i n g  the  p r o b l e m  s o l v e d  i s  to  m o v e  it up h igh  e n o u g h  
so  i t  c o m e s  b e f o r e  a p e r s o n  who  d o e s  not  u n d e r s t a n d  t.ne d e t a i l s  of  the  
p r o b l e m  v e r y  w e l l .  He looks  at  i t  in  t e r m s  of b r o a d  c o n s i d e r a t i o n s ,  
and  he c o m e s  up wi th  an  a n s w e r .  T h i s  g o e s  b a c k  down the  l ine  and  in 
99 c a s e s  of 100 the  t e c h n i c i a n s  t h e n  m a n a g e  to m a k e  it  w o r k .  E v e n  
t h o u g h  it  m a y  not  be  the  b e s t  s o l u t i o n ,  i t  i s  a so lu t ion .  

I m i g h t  go on to s a y  tha t  th i s  is  a r a t i o n a l i z a t i o n  t h a t  I d e v e l o p e d  
in  t e r m s  of m a i n t a i n i n g  m y  own r e s p e c t  and  s a n i t y  in the  Sta te  D e p a r t m e n t ,  
b e c a u s e  m a n y  t i m e s  I had  to s o l v e  p r o b l e m s  on w h i c h  s o m e b o d y  down 
the  l i ne  k n e w  m u c h  m o r e  t h a n  I did, and  ye t  he  c o u l d n ' t  s o l v e  t h e m .  
S o m e b o d y  had  to do it,  and so f i r s t  i t  c a m e  to m e .  If  I c o u l d  not  s o l v e  
it ,  t h e n  it  w o u l d  go on up to  G e n e r a l  M a r s h a l l  o r  D e a n  A t c h e s o n  o r  w h o -  
e v e r  w a s  the  S e c r e t a r y  of S ta te  a t  the  t i m e .  He would  know e v e n  l e s s  
t h a n  I and  so  he  wou ld  f ind  it  e a s i e r  to so lve .  

Q U E S T I O N :  In y o u r  t e s t i m o n y  b e f o r e  C o n g r e s s  and  in  a r e c e n t  
a r t i c l e  in  F o r e i g n  A f f a i r s  you  h a v e  t a k e n  the  p o s i t i o n  tha t  t he  s t r a t e g i c  
t r a d e  c o n t r o l s  i n c o r p o r a t e d  in  the  B a t t l e  Ac t  h a v e  o u t l i v e d  t h e i r  u s e -  
f u l n e s s  and  a r e  no l o n g e r  e f f e c t i v e .  I a s s u m e ,  of c o u r s e ,  t h a t  you  do 
no t  i n c l u d e  in  th i s  m i l i t a r y  h a r d  goods ,  bu t  tha t  the  q u e s t i o n  is  one of 
r e d e f i n i n g  wha t  c o n s t i t u t e s  s t r a t e g i c  i t e m s .  Would you  e l a b o r a t e  on 
y o u r  p o s i t i o n  on th i s  q u e s t i o n ?  

DR. THORP: I was in on this from the very start. As a matter 
of fact, I got a good many black-and-blue spots out of this issue. 

Originally our development of restrictions on east-west trade came 

because we were then feeling that we were in an immediate speed contest 
with the Soviet Union; that we wanted to retard their advance as much as 
we possibly could and speed up our own. We realized that the Soviet 
had not reduced its personnel as the rest of us had, and so forth and so 
on. Therefore we felt that if we could only embarrass them to some 
extent in their further military expansion, we would gain ground and 

this was a good thing. 

We r e a l i z e d  p e r f e c t l y  w e l l  t ha t  th i s  m e a n t  t h a t  the  m o s t  we c o u l d  
h o p e  was  tha t  we m i g h t  d e l a y  t h e m  in s o m e  a s p e c t s  of t h e i r  d e v e l o p m e n t  
b y  a f e w  m o n t h s .  We a l s o  k n e w  tha t  one  of t he  r e s u l t s  of  t h i s  p o l i c y  
w o u l d  p r o b a b l y  be  in the  l ong  r u n  to s t r e n g t h e n  t h e m .  In  the  long  r u n ,  
if  t h e y  c o u l d n ' t  ge t  p o r c e l a i n  i n s u l a t o r s  out  of  W e s t  G e r m a n y ,  t h e y  w o u l d  
d e v e l o p  t h e i r  own p o r c e l a i n  i n s u l a t o r s .  I w a s  l a t e r  to ld  t ha t  t h i s  w a s  
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e x a c t l y  w h a t  h a p p e n e d .  A m e m b e r  o f  t h e i r  e c o n o m i c  d i r e c t o r a t e  s a i d :  
" T h i s  m a d e  i t  p o s s i b l e  f o r  u s  to  d e v e l o p  c e r t a i n  i n d u s t r i e s  t h a t  we  w e r e  
no t  g o i n g  to d e v e l o p  o t h e r w i s e ,  and  t h i s  h a s  b e e n  v e r y  g o o d  f o r  t h e  
S o v i e t  U n i o n .  " W e l l ,  t h i s  m a y  w e l l  h a v e  b e e n  t h e  r e s u l t  in  t he  l o n g  
r u n ,  b u t  I t h i n k  it  a l s o  i m p l i e s  t h a t  d u r i n g  t h a t  p e r i o d  of  t i m e  t h e y  h a d  
s o m e  t r o u b l e  f r o m  o u r  p o l i c y .  

T o d a y ,  we h a v e  a s i t u a t i o n  w h e r e  t he  S o v i e t s  h a v e  b u i l t  u p  t h e i r  
m i l i t a r y  c a p a c i t y ;  and  I w o u l d  doub t  v e r y  m u c h  w h e t h e r  t h e  r a t e  o f  
t h e i r  m i l i t a r y  p r o g r e s s  w o u l d  be  r e l a t e d  to  a n y  ~ r n o u n t  of  t r a d e .  T h e y  
h a v e  u n d o u b t e d l y  p l a n n e d  to  g e t  t h e i r  m i l i t a r y  s i t u a t i o n  i n d e p e n d e n t  of  
f o r e i g n  r e q u i r e m e n t s .  T h e r e f o r e  o u r  o r i g i n a l  o b j e c t i v e  s e e m s  to  be  
no  l o n g e r  s i g n i f i c a n t .  

I t  s e e m s  to  m e  t h a t  i t  i s  d e s i r a b l e  f o r  u s  to  b e g i n  to  o p e n  u p  m o r e  
b r o a d l y  on t r a d i n g ,  p a r t i c u l a r l y  in  the  h o p e  t h a t  t h i s  w i l l  s o m e w h a t  
i n c r e a s e  o u r  c o n t a c t  w i t h  t he  s a t e l l i t e s .  T h a t  i s  t h e  p l a c e  w h e r e  t h e  
p o s s i b i l i t i e s  of t r a d e  a r e  g r e a t e s t - - w i t h  C z e c h o s l o v i a ,  w i t h  P o l a n d .  
T h i s  w o u l d  s e e m  to m e  s o m e t h i n g  t h a t  we o u g h t  to  s e t  a s  an  o b j e c t i v e .  

W h e n  Y u g o s l a v i a  b r o k e  a w a y  f r o m  t h e  S o v i e t  U n i o n ,  i t s  b i g  p r o b l e m  
w a s  t h e  e c o n o m i c  o n e .  I t  h a d  d e v e l o p e d  i t s  t r a d e  p a t t e r n  w i t h  t h e  
S o v i e t  b l o c ,  and  t he  f i r s t  t h i n g  t h a t  w a s  d o n e  b y  t h e  S o v i e t  b l o c  w a s  to  
i m p o s e  an  a b s o l u t e  e m b a r g o .  Y u g o s l a v i a  s u d d e n l y  f o u n d  i t s e l f  w i t h  n o  
m a r k e t s  f o r  t h e  g o o d s  i t  o r d i n a r i l y  s e n t  t h e r e  a n d  n o  s o u r c e  of  s u p p l y  
f o r  t he  g o o d s  t h a t  i t  o r d i n a r i l y  b o u g h t  f r o m  the  o t h e r  c o u n t r i e s  in  t h e  
b l o c .  We h a d  to  w o r k  v e r y  h a r d ,  t he  B r i t i s h  a n d  t h e  F r e n c h  a n d  t h e  
A m e r i c a n s  to  k e e p  Y u g o s l a v i a  a f l o a t .  T h e  h u n d r e d s  of m i l l i o n s  o f  
d o l l a r s  w o r t h  of  g o o d s  t h a t  we s e n t  in  b e c a u s e  we  h a d n ' t  a n y  t r a d i n g  
p a t t e r n  w i t h  t h e m  w o u l d  h a v e  b e e n  s o m e w h a t  l e s s  i f  t h e r e  h a d  b e e n  a n  
e s t a b l i s h e d  t r a d e  r e l a t i o n s h i p .  

I t  s e e m s  to  m e  t h a t  in  t he  t o t a l  s i t u a t i o n  we  h a v e  m o r e  to  g a i n  n o w  
t h a n  we  h a v e  to  l o s e ,  b y  t r y i n g  to  e n c o u r a g e  t r a d e  b a c k  and  f o r t h .  T h e  
b i g  a r g u m e n t  b e f o r e  w a s  t h e  m i l i t a r y  o n e ,  a n d  I w o u l d  d o u b t  v e r y  m u c h  
ff t h a t  i s  s i g n i f i c a n t  any  m o r e .  I a m  a l w a y s  e x e m p t i n g  i t e m s  t h a t  c l e a r l y  
h a v e  d i r e c t  m i l i t a r y  s i g n i f i c a n c e ,  of  c o u r s e .  T h e s e  we d o n ' t  t r a d e  in  
w i t h  a g o o d  m a n y  c o u n t r i e s .  

Q U E S T I O N :  I w o n d e r  i f  you  w o u l d  c a r e  to  s p e c u l a t e  on t he  e f f e c t  of  
o u r  e c o n o m i c  p o l i c y  on  R e d  C h i n a ,  on  t he  e c o n o m y ,  on  t h e  p o l i t i c a l  
i m p l i c a t i o n s ,  and  the  l o n g - r u n  e f f e c t .  
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DR. THORP: At the present time we have an absolute embargo on 
our trade with China. Japan, which started with the same sort of em- 
bargo, has gradually shifted back. They are now having the same policy 
with China as the Western European countries. This means not an 
absolute embargo, but a list of goods in which trade cannot take place. 
It used to be that something like a quarter of Japan's trade was done 
with China. They got a large amount of their raw materials--coal and 
iron ore--from China. Now virtually none of this is flowing to Japan. 

J a p a n  f e e l s  t h a t  t he  p o l i c y  w h i c h  i t  i s  f o l l o w i n g  i s  p r i m a r i l y  an  
i m p o s e d  p o l i c y  b y  t he  U n i t e d  S t a t e s .  So we  h a v e  to  s t a r t  w i t h  t he  f a c t  
t h a t  t h i s  i s  b l a m e d  u p o n  u s  and  is  one  of  t h e  l o n g  l i s t  of  c h a r g e s  a g a i n s t  
t he  U n i t e d  S t a t e s  w h i c h  the  a n t i - A m e r i c a n s  in  J a p a n  a r e  b r i n g i n g  f o r w a r d .  

Now, what would happen if there was relaxation there? I sat down 
with the top technical manufacturers in Japan and asked them this ques- 
tion: "What kind of markets do you think you might look forward to in 
China?" The first one said: "As soon as we start trading with China, 
we will no longer have any problems. Think of all the people there. 
Think of their needs for textiles. It would take care of our whole textile 
industry if we could trade with China. " The second one said: "We are 
never going to sell any textiles to China. China is not going to spend 
her foreign exchange for textiles. She can make enough to get along, 
and lots of other things will be higher on her list. " 

A c t u a l l y  I s u s p e c t  t h a t  t he  s e c o n d  a n s w e r  i s  r i g h t  on  t e x t i l e s .  T h e  
o v e r a l l  a n s w e r  i s  t h a t  t h e r e  w o u l d  b e  s o m e  t r a d e ,  m o r e  t h a n  t h e r e  i s  
a t  p r e s e n t ,  b e t w e e n  J a p a n  and  C h i n a ;  b u t  n o t h i n g  l i k e  w h a t  i t  u s e d  to  be ,  
a n d  n o t h i n g  l i k e  w h a t  m o s t  J a p a n e s e  t h i n k  i t  w o u l d  b e .  C h i n a  i s  g o i n g  
to  n e e d  h e r  o w n  i r o n  o r e ,  n e e d  h e r  o w n  c o a l ,  f o r  h e r  own  n e w  i n d u s t r i a l  
c a p a c i t y .  A s  a m a t t e r  of  f a c t ,  I a m  t o l d  t h a t  t h e y  h a v e  o v e r e x p a n d e d  
t h e i r  m a n u f a c t u r i n g  i n d u s t r y  a s  c o m p a r e d  w i t h  t h e i r  s u p p l i e s  of  r a w  
m a t e r i a l s ,  and  t h a t  t h i s  i s  o n e  of  t he  i m b a l a n c e s  at  p r e s e n t  in  R e d  C h i n a .  

The chances are that China is going to try to become self-supportlng. 
She will have some trade with Japan, but it won't be anything like the 
scale that is needed to take care of the Japanese balance of payments 
s ituat ion. 

M y  own o v e r a l l  j u d g m e n t ,  b a s e d  on  o n l y  t e n  w e e k s  in  J a p a n ,  i s  
t h a t  p r o b a b l y  i t  w o u l d  b e  s m a r t  f o r  u s  to  a l l o w  the  J a p a n e s e  to  t r a d e  
w i t h  C h i n a ,  b a r r i n g  any  m t U t a r y  i t e m s ,  a s  m u c h  a s  t h e y  c a n ,  b e c a u s e  
m y  g u e s s  is  t h a t  t h e y  h a v e  o v e r v a l u e d  t h i s .  T h e y ' r e  b l a m i n g  u s  f o r  i t .  
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T h e  s i m p l e s t  w a y  to d e a l  wi th  the  s i t u a t i o n  is  to le t  t h e m  f ind  out t ha t  
t r a d i n g  wi th  C h i n a  is not  go ing  to be  the  s o l u t i o n  to t h e i r  p r o b l e m s ,  and  
p r o b a b l y  f i nd i ng  out t h a t  t h e r e  would  be  a lot  of o t h e r  c o m p l i c a t i o n s  and  
d i f f i c u l t i e s  tha t  t h e y  h a v e n ' t  a n t i c i p a t e d .  

T r a d e  wi th  the  C o m m u n i s t  c o u n t r i e s  is not  an e a s y  thing,  p a r t l y  
b e c a u s e  t h e y  so  m u c h  o v e r t a l k  wha t  t h e y  a r e  w i l l i n g  to do. T h e  t r a d e  
a g r e e m e n t s  t ha t  t h e y  e n t e r  in to  wi th  o t h e r  c o u n t r i e s  h a v e  in no c a s e  
tha t  I know about  e v e r  b e e n  r e a l i z e d ,  b e c a u s e  t h e y  r e p r e s e n t  m a x i m u m  
p o s s i b i l i t i e s ,  and u s u a l l y  s o m e t h i n g  l ike a ha l f  o r  a t h i r d  is  a c t u a l l y  
w h a t  f i n a l l y  r e s u l t s .  

T h e r e  is  a l s o  a poin t  wi th  r e s p e c t  to  q u a l i t y .  I s a w  a C h i n e s e  
C o m m u n i s t  s e w i n g  m a c h i n e  w h i c h  t h e y  w e r e  s h o w i n g  in J a p a n  in an 
i n d u s t r i a l  show.  It v e r y  m u c h  r e s e m b l e d  the  s e w i n g  m a c h i n e  t h a t  I 
u s e d  to c r a w l  u n d e r  w h e n  I was  two o r  t h r e e  y e a r s  old.  I w o u l d  s u s p e c t  
t ha t  the  J a p a n e s e  would  f ind  t h a t  the  C h i n e s e ,  who a r e  p r o d u c i n g  goods  
now l a r g e l y  on Sov ie t  m o d e l s ,  a r e  w a y  b e h i n d  the  J a p a n e s e  in t e r m s  of 
t h e i r  t e c h n o l o g i c a l  qua l i t y .  

We h a v e  no  g r e a t  i n t e r e s t  n o w a d a y s  in C h i n e s e  t r a d e ,  and  t h a t  pu t s  
us  in a w e a k  p o s i t i o n  to t r y  to u r g e  o t h e r  c o u n t r i e s  to ho ld  off, p a r -  
t i c u l a r l y  t h o s e  c o u n t r i e s  w h o s e  l i fe  is  d e p e n d e n t  u p o n  f o r e i g n  t r a d e .  

Q U E S T I O N :  A r e c e n t  l e c t u r e r  s a i d  the  S o v i e t s  in  c o n t r i b u t i n g  to  
the e c o n o m i c  g r o w t h  of the  u n d e r d e v e l o p e d  c o u n t r i e s  would p r o b a b l y  
in the  long  r u n  r e t a r d  o r  i m p e d e  o u r  own f o r e i g n  m a r k e t s .  I w o n d e r  if  
you  wou ld  c o m m e n t  on tha t .  

DR. THORP: Well ,  o u r  b e s t  f o r e i g n  m a r k e t s  a r e  the  m o s t  a d v a n c e d  
c o u n t r i e s .  We s e l l  m o r e  to C a n a d a ,  we s e l l  m o r e  to E n g l a n d ,  and  we 
s e l l  m o r e  to  G e r m a n y  than  we do to the  u n d e r d e v e l o p e d  c o u n t r i e s .  You 
n e v e r  h a v e  a good m a r k e t  in a s l u m  e x c e p t  f o r  s o m e  odd t h i n g s .  M a y b e  
a s p a g h e t t i  m a n u f a c t u r e r  m i g h t  s e l l  m o r e  s p a g h e t t i  t h e r e .  But  in  t e r m s  
of  the t o t a l  e f f e c t ,  wha t  a c t u a l l y  h a p p e n s  is  tha t  e v e r y  t i m e  o n e ' s  s t a n d -  
a r d  of l i v ing  m o v e s  up, the  v a r i e t y  of d e m a n d s  tha t  one  has  t e n d s  to 
e x p a n d .  

I t h i n k  it m i g h t  w e l l  be  t ha t  p e r c e n t a g e w i s e ,  l e t ' s  s ay ,  a c o u n t r y  
w h i c h  is  now i m p o r t i n g  20 p e r c e n t  of i t s  t o t a l  goods ,  m i g h t ,  if  it w e n t  
t h r o u g h  a p e r i o d  of e c o n o m i c  e x p a n s i o n ,  f ind  i t s e l f  f i n a l l y  i m p o r t i n g  
15 p e r c e n t  o r  10 p e r c e n t .  But  th i s  is  a p e r c e n t a g e  of so m u c h  l a r g e r  a 
n a t i o n a l i n c o m e  tha t  it wou ld  a c t u a l l y  m e a n  an e x p a n s i o n  in  t r a d e .  I h a v e  
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no d i f f i c u l t y ,  w h e n  you  look  at  i t  in  the  l a r g e ,  in f e e l i n g  t h a t  o u r  t r a d e  
wi l l  t e n d  to e x p a n d  as  n a t i o n a l  i n c o m e s  go up in o t h e r  c o u n t r i e s .  

Now,  th i s  c a n ,  of c o u r s e ,  m a k e  g r e a t  d i f f i c u l t i e s  in p a r t i c u l a r  
a r e a s  of p r o d u c t s .  F o r  i n s t a n c e ,  t h e r e ' s  no q u e s t i o n  but  t ha t  the  t e x t i l e  
i n d u s t r y  of  the  w o r l d  has  s h i f t e d  d e c i d e d l y ,  b e c a u s e  t e x t i l e s  a r e  one of 
t h e  e a s i e s t  t h i n g s  to p r o d u c e  in an u n d e r d e v e l o p e d  c o u n t r y .  T h e  
m e c h a n i z e d  l o o m  is so  m u c h  l ike  the  old h a n d i c r a f t  l o o m s  t h a t  i t  i s  
p r o b a b l y  e a s i e r  to t e a c h  peop le  to w o r k  in a t e x t i l e  m i l l  t h a n  to  w o r k  
in  a l m o s t  a n y  o t h e r  m o d e r n  f o r m  of i n d u s t r y .  The  t e x t i l e  i n d u s t r y  is 
one  tha t  i s  e a r l y  in  the  p r o c e s s i o n .  So tha t  the  B r i t i s h  t e x t i l e  i n d u s t r y  
i s  in  t r o u b l e ,  and  the  J a p a n e s e  t e x t i l e  i n d u s t r y  is  in t r o u b l e .  O u r  own 
n e v e r  h a s  b e e n  a v e r y  b i g  e x p o r t i n g  i n d u s t r y ,  so  t h a t  we h a v e n ' t  b e e n  
a f f e c t e d  b y  th i s  d e v e l o p m e n t  in o t h e r  m a r k e t s  p a r t i c u l a r l y ,  e x c e p t  b y  the  
g e n e r a l  c a p a c i t y  s i t u a t i o n  in t he  w o r l d .  

O b v i o u s l y  the  w o r l d ' s  t e x t i l e  r e q u i r e m e n t s  a r e  go ing  up,  bu t  t h i s  
m a y  not  h e l p  an  e x p o r t i n g  c o u n t r y .  But  t r a d e  in  m a n y  o t h e r  p r o d u c t s - - t h e  
i r o n  and  s t e e l  p r o d u c t s ,  the  e n g i n e e r i n g  p r o d u c t s ,  the  c h e m i c a l  p r o d u c t s ,  
a l l  t h i n g s  of th i s  s o r t - - w i l l  go up t r e m e n d o u s l y .  A c t u a l l y ,  t h e r e  m a y  
be  s o m e  s h o r t a g e  a r e a s  w h i c h  wi l l  d e v e l o p .  F o r  e x a m p l e ,  s u p p o s e  tha t  
the  r e s t  of the  w o r l d  u s e d  p a p e r  the  w a y  we u s e  p a p e r  in the  U n i t e d  S t a t e s .  
T h a t  wou ld  be j u s t  i n c r e d i b l e .  T h e r e  is Ind ia ,  w h e r e  we want  to  t e a c h  the  
p e o p l e  to r e a d .  Wel l ,  if  a l l  the  I n d i a n s  w a n t e d  a m o r n i n g  n e w s p a p e r ,  j u s t  
t h i n k  wha t  t h i s  would  do to the  p a p e r  i n d u s t r y  of the  w o r l d .  T h e r e  a r e  
l o t s  of  c a s e s  w h e r e  if t h e r e  w e r e  an e x p a n s i o n ,  i t ' s  h a r d  to s e e  how we 
c o u l d  m e e t  the d e m a n d s  w h i c h  m i g h t  w e l l  c o m e  f r o m  it. 

So I wou ld  a r g u e  on the  o t h e r  s i d e .  In  p a r t i c u l a r  c a s e s ,  y e s ;  but  
g e n e r a l l y  no. G e n e r a l l y  I t h i n k  we wi l l  be  m u c h  b e t t e r  off  f r o m  the  po in t  
of  v i e w  of s e l l i n g  goods  if  we h a v e  a c c e s s  to m o r e  p u r c h a s i n g  p o w e r  in 
o t h e r  c o u n t r i e s .  

C O L O N E L  E C K L E S :  D r .  T h o r p ,  on b e h a l f  of a l l  of us ,  I w a n t  to 
t h a n k  you ,  s i r ,  f o r  a v e r y  f ine  l e c t u r e  on a v e r y  d i f f i c u l t  s u b j e c t .  T h a n k  
you  v e r y  m u c h .  

(17 J u n e  1 9 5 7 - - 3 ,  9 5 0 ) B / l i t  
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