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A D M I R A L  CLARK:  A k e y s t o n e  in our  s tudy  of e c o n o m i c  c a p a b i l i t y  
fo r  i n t e r n a t i o n a l  c o n f l i c t  is  an u n d e r s t a n d i n g  of the Un i t ed  S ta t e s  f o r e i g n  
e c o n o m i c  po l i cy .  I t s  i m p o r t a n c e  as  a f a c t o r  ha s  r e c e n t l y  b e e n  r e c o g -  
n i z e d  in  the e s t a b l i s h m e n t  in the D e p a r t m e n t  of State  of the of f ice  of an  
U n d e r  S e c r e t a r y  for  E c o n o m i c  A f f a i r s .  We have  t u r n e d  to this  o f f i ce ,  
w h e r e  p o l i c y  i s  f o r m u l a t e d  and i m p l e m e n t e d ,  to have  an a n a l y s i s  of the 
U n i t e d  S t a t e s  f o r e i g n  e c o n o m i c  po l i cy ,  i t s  p r o b l e m s ,  i t s  o b j e c t i v e s ,  and 
i t s  m e t h o d s .  

Our  s p e a k e r  b r i n g s  to us a w e a l t h  of e x p e r i e n c e  in  f o r e i g n  e c o n o m i c  
a f f a i r s .  He w a s  wi th  the Un i t ed  S t a t e s  T a r i f f  C o m m i s s i o n  fo r  s ix  y e a r s  
p r i o r  to W o r l d  War  II, when  he s e r v e d  in  the Off ice  of S t r a t e g i c  S e r v i c e s .  
In 1946 he j o i n e d  the D e p a r t m e n t  of S ta te ,  and s ince  then  has  d e v o t e d  h i m -  
s e l f  to the a d v a n c e m e n t  of the i d e a l s  and  the i n t e r e s t s  of o u r  c o u n t r y .  

He i s  a 1949 g r a d u a t e  of the N a t i o n a l  War  C o l l e g e ,  and l a s t  y e a r  he 
a d d r e s s e d  th is  c o l l e g e .  We f e e l  p a r t i c u l a r l y  f o r t u n a t e  that ,  busy  a s  he i s ,  
he  is  ab le  to c o m e  back  aga in  this  m o r n i n g .  

I t ' s  a g r e a t  p l e a s u r e  fo r  m e  to i n t r o d u c e  the Deputy  A s s i s t a n t  S e c r e -  
t a r y  of S ta te  fo r  E c o n o m i c  A f f a i r s ,  M r .  W. T. M. B e a l e .  

MR. B E A L E :  Thank  you,  A d m i r a l .  

G e n e r a l ,  and G e n t l e m e n ,  and the one y o u n g  l ady  who r e p r e s e n t s  the 
F o r e i g n  S e r v i c e  and d e m o n s t r a t e s  o u r  t h e o r y  that  we do not  a c t u a l l y  be -  
l i e v e  in " the  ug ly  A m e r i c a n " :  I c a n ' t  s t a n d  up on th is  p a r t i c u l a r  p l a t f o r m  
wi thou t  r e c a l l i n g  an e v e n t  10 y e a r s  ago w h e n  I was  one of the t o n g u e - t i e d  
g r o u p  of W a r  C o l l e g e  a t t e n d a n t s  who d e c i d e d  that  they  had  to take a pub l i c  
s p e a k i n g  c o u r s e .  

I a m  r e m i n d e d  of the y o u n g  m i n i s t e r  who s u f f e r e d  f r o m  n e r v o u s n e s s  
and  d i s c o v e r e d  tha t  j u s t  t ak ing  a d r i n k  of w a t e r  r e a l l y  d i d n ' t  he lp  h i m  v e r y  
m u c h .  So he a s k e d  the a d v i c e  of one of the d e a c o n s .  The d e a c o n  s u g -  
g e s t e d  that  he add a l i t t l e  gin to the w a t e r  in  the p i t c h e r .  The  young  
m i n i s t e r ,  n e v e r  h a v i n g  t r i e d  gin b e f o r e ,  t r i e d  a l i t t l e  and found tha t  i t  
h e l p e d .  As a m a t t e r  of f ac t ,  i t  h e l p e d  so m u c h  that  he a d d e d  a l i t t l e  bit  
m o r e ,  un t i l  the day  a r r i v e d  w h e r e  t h e r e  was  no w a t e r  in the p i t c h e r  a t  a l l .  



I t  w a s  j u s t  gin.  So a f t e r  c h u r c h  he a s k e d  the d e a c o n  if he d i d n ' t  th ink 
he had  done b e t t e r .  The  d e a c o n  s a i d  y e s ;  he thought  that  he had  got  
o v e r  h i s  n e r v o u s n e s s ,  but he wou ld  l ike  to po in t  out  that  David  s l ew  
Gol ia th ;  he d idn ' t  knock  h i m  down and k ick  the h e l l  out of h i m .  

I m u s t  s a y  tha t  you  peop le  do not b e l i e v e  in  h e m m i n g  in y o u r  
s p e a k e r s .  The t e r m s  of r e f e r e n c e  this  m o r n i n g  w e r e  not ,  of c o u r s e ,  
s u f f i c i e n t l y  b r o a d  in  j u s t  g iv ing  me  U. S. f o r e i g n  e c o n o m i c  p o l i c y  to 
ta lk  about ,  and  so you t h r e w  in M r .  D i l l o n ' s  a s s i g n m e n t  of l a s t  w e e k  
to m a k e  s u r e  tha t  i t  w a s  r o u n d e d  out.  

A few y e a r s  ago I w a s  t ak ing  m y  f ina l  c o m p r e h e n s i v e  e x a m i n a t i o n  
a t  P r i n c e t o n  and  one of the t h r e e  q u e s t i o n s  in that  e x a m i n a t i o n  e n g r a v e d  
i t s e l f  on m y  m i n d .  It is  s t i l l  v e r y ,  v e r y  f i r m l y  p l a n t e d  t h e r e .  I t  w a s  
s i m p l e  t o o - - " W h a t  e f f e c t  did the fa l l  of C o n s t a n t i n o p l e ,  the r i s e  and 
s p r e a d  of I s l a m ,  C h a r l e m a g n e ,  and the C r u s a d e s  have  on the c h u r c h ,  
a r t ,  and p o l i t i c s  of the Middle  Ages  ?"  

Now, a s  to the s u b j e c t  that  I a m  s u p p o s e d  to d i s c u s s ,  I would  l ike  
to dea l  w i th  i t  u n d e r  t h r e e  g e n e r a l  h e a d i n g s .  F i r s t ,  I w i l l  de f ine  the 
o b j e c t i v e s ;  then  I w i l l  t e l l  you the p r i n c i p a l  w a y s  in w h i c h  we s e e k  to 
a c h i e v e  the o b j e c t i v e s ;  and then  I w i l l  d i s c u s s  the v a r i o u s  o r g a n i z a -  
t i ona l  m e a n s  we have  d e v e l o p e d ,  e i t h e r  on ou r  own o r  in c o o p e r a t i o n  
wi th  o t h e r s .  In the c o u r s e  of d i s c u s s i n g  the m e a n s  I ' l l  hope to i n d i c a t e  
s o m e  of the a c c o m p l i s h m e n t s  s i n c e  1945 in the f i e ld  of f o r e i g n  e c o n o m i c  
po l i cy .  In the end I w i l l  touch  on s o m e  of the p r o b l e m s  c o n f r o n t i n g  us at  
the p r e s e n t  t i m e ,  at  w h i c h  point  you wi l l  be e x h a u s t e d .  

The three basic economic objectives of U. S. foreign economic policy 
are, first, to promote the economic strength of the United States; second, 
to promote the economic strength of the rest of the world; and, third, to 
build and maintain cohesion among the free world countries. 

T h e s e  t h r e e  b a s i c  o b j e c t i v e s  of f o r e i g n  e c o n o m i c  p o l i c y  d e r i v e ,  of 
c o u r s e ,  f r o m  o u r  b a s i c  g e n e r a l  f o r e i g n  po l i cy  o b j e c t i v e s ,  w h i c h  a r e  to 
p r o t e c t  and  a d v a n c e  the n a t i o n a l  i n t e r e s t ,  and to i m p r o v e  the w e l l - b e i n g  
and  s e c u r i t y  of the Un i t ed  S ta t e s  and the A m e r i c a n  peop le .  

Now, the three principal ways in which these objectives can be 
achieved are, first, by expanding international trade in both goods and 
services; secondly, by promoting private investment abroad; and, thirdly, 
by providing economic and technical assistance. 
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D u r i n g  the l a s t  w a r  s o m e  of the b e s t  p o l i t i c a l - e c o n o m i c  m i n d s  
s e t  t h e m s e l v e s  the t a sk  of t r y i n g  to d e c i d e  wha t  shou ld  be done a f t e r  
the w a r .  T h e y  e n v i s a g e d  t h r e e  m a i n  i n t e r n a t i o n a l  o r g a n i z a t i o n s ,  as  
you  know:  f i r s t ,  the I n t e r n a t i o n a l  T r a d e  O r g a n i z a t i o n ;  next ,  the I n t e r -  
n a t i o n a l  M o n e t a r y  Fund ;  and,  t h i rd ,  the I n t e r n a t i o n a l  Bank  fo r  R e c o n -  
s t r u c t i o n  and  D e v e l o p m e n t .  

The I M F  and  the IBRD w e r e  o r g a n i z e d  a t  B r e t t o n  Woods  in 1944 
and w e r e  e s t a b l i s h e d  in D e c e m b e r  of 1945. 

We as  a c o u n t r y  m a d e  ou r  p r o p o s a l  fo r  the e x p a n s i o n  of w o r l d  t r a d e  
and  e m p l o y m e n t  in  N o v e m b e r  of 1945. The  c h a r t e r  fo r  the I n t e r n a t i o n a l  
T r a d e  O r g a n i z a t i o n  was  d r a w n  up a t  H a v a n a  in 1947. As you  know,  the 
ITO h a s  n e v e r  been  e s t a b l i s h e d ,  but one of i t s  m a i n  o b j e c t i v e s  has  been  
a c h i e v e d  in  the G e n e r a l  A g r e e m e n t  on T a r i f f  and T r a d e ,  w h i c h  was  
o r g a n i z e d  in  G e n e v a  in 1947. 

The i m m e d i a t e  p r o b l e m s  of p o s t w a r  r e l i e f  w e r e  l a r g e l y  m e t  by 
UNR1RA. The IMF and  the IBRD began  t h e i r  w o r k  in  1946, but i t  took 
s o m e  t i m e  f o r  t h e m  to ge t  in to  t h e i r  s t r i d e .  The w o r l d  e c o n o m i c  s i t u a -  
t ion w a s  too s e r i o u s  to r e s p o n d  to the g r a d u a l  t r e a t m e n t  w h i c h  they  w o u l d  
be able  to take  c a r e  of. M o r e  r a d i c a l  a id  and i n t e r v e n t i o n  w e r e  r e q u i r e d ;  
and  you w i l l  r e c a l l  that  the M a r s h a l l  p lan  w a s  o u r  a n s w e r  to those  n e e d s .  

A g a i n s t  th is  v e r y  b r i e f  h i s t o r i c a l  b a c k g r o u n d  le t  m e  i d e n t i f y  s o m e  of 
the p r i n c i p a l  m e a n s  by w h i c h  we expand  t r a d e .  

The  G e n e r a l  A g r e e m e n t  on T a r i f f  and T r a d e  I have  a l r e a d y  m e n t i o n e d .  
T h e r e  a r e  now 37 c o u n t r i e s  who a r e  p a r t i e s  to tha t  a g r e e m e n t .  In the 
12 y e a r s  of i t s  e x i s t e n c e  i t  ha s  r e s u l t e d  in  s i z e a b l e  r e d u c t i o n s  in  t a r i f f s  
a r o u n d  the w o r l d .  T h e r e  h a v e  been  s i g n i f i c a n t  r e d u c t i o n s  in  q u a n t i t a t i v e  
t r a d e  r e s t r i c t i o n s ;  and  t h r o u g h  the GATT we have  found i t  p o s s i b l e  to r e -  
so lve  m a n y  c o m p l e x  and  d i f f i cu l t  t r a d e  p r o b l e m s .  

In  r e c o g n i t i o n  of the f ac t  that  the I n t e r n a t i o n a l  T r a d e  O r g a n i z a t i o n  
w a s  not  p o l i t i c a l l y  f e a s i b l e ,  the p a r t i e s  to the GATT have  p r o p o s e d  an  
O r g a n i z a t i o n  fo r  T r a d e  C o o p e r a t i o n .  The OTC,  as  an  i n t e r n a t i o n a l  
o r g a n i z a t i o n ,  i s  i n t e n d e d  to s e r v e  as  a f o r u m  f o r  d i s c u s s i o n  of t r a d e  
m a t t e r s ;  a s  an  o r g a n i z a t i o n  to c o l l e c t  and  a n a l y z e  and pub l i sh  f a c t s  and 
f i g u r e s  on t r a d e ;  and as  the a d m i n i s t r a t i v e  o r g a n i z a t i o n  w h i c h  wou ld  
s p o n s o r ,  but  wou ld  no t  a c t i v e l y  conduc t ,  t r a d e  n e g o t i a t i o n s .  



Thus  f a r  the C o n g r e s s  has  not  a p p r o v e d  Un i t ed  S ta t e s  m e m b e r s h i p  
in  the OTC; and  unt i l  i t  d o e s ,  the o r g a n i z a t i o n  c a n n o t  c o m e  in to  e x i s t e n c e .  
B e f o r e  i t  c an  be e s t a b l i s h e d ,  i t  m u s t  be a p p r o v e d  by c o u n t r i e s  a c c o u n t -  
ing  fo r  85 p e r c e n t  of a l l  the t r a d e  of the c o n t r a c t i n g  p a r t i e s ;  and the 
U n i t e d  S t a t e s ,  of c o u r s e ,  a c c o u n t s  for  a l a r g e  s h a r e  of that .  

The  I M F  i s  a n o t h e r  o r g a n i z a t i o n  d e s i g n e d  to p r o m o t e  the e x p a n s i o n  
of t r a d e .  It does  so by p r o m o t i n g  e x c h a n g e  s t a b i l i t y ,  by m a k i n g  s h o r t -  
t e r m  a d v a n c e s  to m e m b e r  c o u n t r i e s  who a r e  in  b a l a n c e - o f - p a y m e n t  
d i f f i c u l t i e s ,  and by a d v i s i n g  c o u n t r i e s  on the e c o n o m i c  and f i n a n c i a l  
m e a s u r e s  that  t hey  shou ld  take to s t a b i l i z e  t h e i r  f o r e i g n  e x c h a n g e  pos i t i on .  

Now, as  to the m e a n s  fo r  p r o m o t i n g  p r i v a t e  i n v e s t m e n t ,  they  can  be 
s u m m a r i z e d  b r i e f l y  in  th is  way:  In the f i r s t  p l a c e ,  we have  the t r a d i -  
t iona l  t r e a t i e s  of f r i e n d s h i p ,  c o m m e r c e ,  and n a v i g a t i o n ,  w h i c h  s a f e g u a r d  
the r i g h t s  of A m e r i c a n  i n v e s t o r s  a b r o a d .  S e c o n d l y ,  we have  the W e s t e r n  
H e m i s p h e r e  T r a d i n g  Act .  U n d e r  tha t  a 14 p e r c e n t  r e d u c t i o n  in  i n c o m e  
tax i s  g iven  on e a r n i n g s  by b r a n c h e s  o r  s u b s i d i a r i e s  of Un i t ed  S ta t e s  f i r m s  
in  L a t i n  A m e r i c a .  T h i r d l y ,  you  have  loans  to p r i v a t e  b u s i n e s s  f i r m s  
f r o m  the l o c a l  c u r r e n c y  funds  that  r e s u l t  f r o m  the s a l e  of s u r p l u s  a g r i -  
c u l t u r a l  p r o d u c t s - - c a l l e d  C o o l e y  l o a n s .  F o u r t h ,  you  have  the ICA in -  
v e s t m e n t  g u a r a n t e e  p r o g r a m .  And, f i na l ly ,  you  have  the t r a d e  p r o m o -  
t ion a c t i v i t i e s  of the D e p a r t m e n t  of C o m m e r c e  and of the F o r e i g n  S e r v i c e .  

L e t  m e  t u r n  nex t  to the m e a n s  that  we have  d e v e l o p e d  fo r  p r o v i d i n g  
e c o n o m i c  and t e c h n i c a l  a s s i s t a n c e .  One of the m o s t  i m p o r t a n t ,  of c o u r s e ,  
i s  the I n t e r n a t i o n a l  Bank  fo r  R e c o n s t r u c t i o n  and  D e v e l o p m e n t - - t h e  W o r l d  
Bank .  T h r o u g h  the W o r l d  Bank  we p r o v i d e  d e v e l o p m e n t  a s s i s t a n c e  on a 
m u l t i l a t e r a l  b a s i s .  As of the end  of l a s t  y e a r  the W o r l d  Bank  had  ex-  
t ended  l o a n s  in  the d o l l a r  e q u i v a l e n t  of about  $4 .2  b i l l ion .  

T h e y  have  a v e r y  i m p r e s s i v e  r e c o r d  of a c h i e v e m e n t .  F o r  e x a m p l e ,  
they  have  h e l p e d  to f i n a n c e  m o r e  e l e c t r i c a l  g e n e r a t o r s  in the m e m b e r  
c o u n t r i e s  than  w e r e  a v a i l a b l e  in  a l l  of L a t i n  A m e r i c a  at  the end  of the 
w a r .  They  have  h e l p e d  to f i nance  the r e c l a m a t i o n  and i r r i g a t i o n  of 
3 .5  m i l l i o n  a c r e s  of f a r m l a n d .  T h e y  have  s h a r e d  in f a c t o r y  and  m i n i n g  
i n v e s t m e n t s  in a g r e a t  m a n y  c o u n t r i e s .  T h e y  a s s i s t e d  in b r i n g i n g  about  
the s e t t l e m e n t  of the c o m p e n s a t i o n  tha t  w a s  to be pa id  by the U n i t e d  
A r a b  R e p u b l i c  as  a c o n s e q u e n c e  of the n a t i o n a l i z a t i o n  of the Suez C a n a l .  
I t  h a s  b e e n  t h r o u g h  t h e i r  good o f f i ce s  tha t  an  a g r e e m e n t  w a s  r e a c h e d  on 
s h a r i n g  the w a t e r s  of the Indus  B a s i n ,  b e t w e e n  Ind ia  and P a k i s t a n .  T h e y  
have  a l s o  p r o m o t e d  s t u d i e s  of the c o m m e r c i a l  f e a s i b i l i t y  of the u se  of 
a t o m i c  e n e r g y .  
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M o r e  r e c e n t l y ,  in Ju ly  of 1956, t h e r e  was  e s t a b l i s h e d  the I n t e r -  
na t i ona l  F i n a n c e  C o r p o r a t i o n .  The ob j ec t i ve  of this  o r g a n i z a t i o n  is  to 
f u r t h e r  e c o n o m i c  d e v e l o p m e n t  by e n c o u r a g i n g  the g rowth  of p r o d u c t i v e  
p r i v a t e  e n t e r p r i s e ,  p a r t i c u l a r l y  in l e s s - d e v e l o p e d  c o u n t r i e s .  

They  i n v e s t  in  p r i v a t e  e n t e r p r i s e  in a s s o c i a t i o n  wi th  p r i v a t e  in -  
v e s t o r s  w h e r e  the p r i v a t e  cap i t a l  that  is  ava i l ab l e  is  i n s u f f i c i e n t  to m e e t  
the n e e d s  on r e a s o n a b l e  t e r m s .  They  a l so  s e r v e  as a c l e a r i n g h o u s e  to 
b r i n g  t o g e t h e r  i n v e s t m e n t  o p p o r t u n i t i e s .  The IFC has  a m e m b e r s h i p  of 
57 c o u n t r i e s ,  and thus fa r  has  m a d e  i n v e s t m e n t s  to ta l ing  about  $10 m i l -  
l ion.  It has  a to ta l  c ap i t a l  o f - - w h a t  is  a r e l a t i v e l y  s m a l l  a m o u n t  t h e s e  
d a y s - - o n l y  $100 m i l l i o n .  

In add i t ion ,  you have  the E x p o r t - I m p o r t  Bank.  The o b j e c t i v e  of the 
Bank is  to s u p p l e m e n t  the f a c i l i t i e s  of the p r i v a t e  cap i t a l  m a r k e t .  It 
m a k e s  d e v e l o p m e n t  loans  to p r i v a t e  c o m p a n i e s  in f o r e i g n  c o u n t r i e s .  It 
a l so  m a k e s  d e v e l o p m e n t  loans  to o t h e r  g o v e r n m e n t s  o r  to o f f ic ia l  i n s t i -  
tu t ions .  In add i t ion ,  i t  m a k e s  a v a i l a b l e  e x p o r t e r  c r e d i t s  at  the r e q u e s t  
of A m e r i c a n  e q u i p m e n t  m a n u f a c t u r e r s .  

The Bank was  e s t a b l i s h e d  o r i g i n a l l y  in o r d e r  to m a k e  loans  to the 
Sovie t  Union.  They  n e v e r  m a d e  any. But  in the 25 y e a r s  of t h e i r  ex-  
i s t e n c e - - a n d  they c e l e b r a t e d  t h e i r  25th a n n i v e r s a r y  on 12 F e b r u a r y - -  
they  have  e s t a b l i s h e d  an env iab le  r e c o r d .  They  have  a u t h o r i z e d  o v e r  
$10 bi l l ion .  They  have d i s b u r s e d  o v e r  $ 6 . 6  bi l l ion.  They  have  c o l l e c t e d  
o v e r  $ 3 . 3  b i l l ion .  They  have  ac tua l l y  paid  into the Un i t ed  S ta tes  T r e a s u r y  
$438 million. And as an indication of the sound banking principles on 
which the bank is run, they have paid all their administrative expenses 
from earnings. They have set aside net profits of $536 million as re- 
serves, and they have charged off losses of $2.9 million. In this proc- 
ess they have encouraged more than $I billion in private investment 
abroad. 

The m o s t  r e c e n t l y  e s t a b l i s h e d  a g e n c y - - a n d  i t  is  a m o n g  those  de -  
s i g n e d  to p r o m o t e  e c o n o m i c  and t e c h n i c a l  a s s i s t a n c e - - i s  the D e v e l o p m e n t  
Loan  Fund.  That  was  o r g a n i z e d  in 1957. I ts  o b j e c t i v e  is  to f i nance  
s p e c i f i c  d e v e l o p m e n t  p r o j e c t s  or  p r o g r a m s .  It i s  a s u p p l e m e n t  to and not  
a subs t i t u t e  fo r  p r i v a t e  e n t e r p r i s e ,  the IBRD, and the E x p o r t - I m p o r t  
Bank.  

The DLF is  a u t h o r i z e d  to m a k e  what  we ca l l  " so f t "  loans .  Tha t  i s ,  
i t  can  l end  d o l l a r s  and a c c e p t  r e p a y m e n t  in o t h e r  c u r r e n c i e s .  
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The DLF r e c e i v e d  a p p r o p r i a t i o n s  of $300 m i l l i o n  in 1958 and 
$400 m i l l i o n  in 1959. The P r e s i d e n t  r e q u e s t e d  a s u p p l e m e n t a l  a p p r o -  
p r i a t i o n  of $225 m i l l i o n  for  f i s c a l  1959, in add i t i on  to a new a p p r o p r i a -  
t ion of $700 m i l l i o n  fo r  f i s c a l  1960. You have  d o u b t l e s s  r e a d  in  the 
n e w s p a p e r s  r e c e n t l y  of the d i f f i cu l t i e s  be ing  e n c o u n t e r e d  in  the C o n g r e s s  
in  c o n n e c t i o n  wi th  the r e q u e s t  fo r  the s u p p l e m e n t a l  a p p r o p r i a t i o n .  At the 
p r e s e n t  t ime  the House  C o m m i t t e e  has  i n d i c a t e d  a w i l l i n g n e s s  to r e c o m -  
m e n d  $100 m i l l i o n  r a t h e r  than $225 m i l l i o n .  

E c o n o m i c  a s s i s t a n c e ,  as you a l l  know, has  a l s o  been  p r o v i d e d  u n d e r  
the Mutual  S e c u r i t y  P r o g r a m ,  f i r s t ,  as  d e f e n s e  suppor t ,  and then  as  
a d d i t i o n a l  s p e c i a l  a s s i s t a n c e ,  i n c l u d i n g  c e r t a i n  s p e c i a l  p r o g r a m s ,  such  
as the U. N. R e f u g e e s  P r o g r a m .  

Y o u r  f a m i l i a r i t y  wi th  the Mutua l  S e c u r i t y  P r o g r a m  I a m  s u r e  e x t e n d s  
e v e n  beyond  m i n e .  We a r e  c u r r e n t l y  go ing  to the C o n g r e s s  in c o n n e c t i o n  
wi th  the p r o g r a m .  P e r h a p s  i t ' s  f a i r  to say  that  the e d u c a t i o n a l  p r o c e s s  
has  obv ious ly  not ye t  been  c o m p l e t e d  in this  p a r t i c u l a r  f ie ld .  

We have  s u p p l e m e n t e d  the e c o n o m i c  aid funds u n d e r  the Mutua l  Se-  
c u r i t y  P r o g r a m  by a s s i s t a n c e  in  the f o r m  of e x p o r t s  of a g r i c u l t u r a l  
s u r p l u s  c o m m o d i t i e s  u n d e r  Pub l i c  Law 480, wh ich  was  p a s s e d  in 1954. 
U n d e r  T i t l e  1 of that  ac t ,  s a l e s  of s u r p l u s  c o m m o d i t i e s  a r e  m a d e  fo r  
l oca l  c u r r e n c y ,  and then the loca l  c u r r e n c y  is  u s e d  in a n u m b e r  of ways .  
P a r t  of the l o c a l  c u r r e n c y  is  u sed  for  a g r i c u l t u r a l  t r ade  d e v e l o p m e n t ,  
m a r k e t i n g  d e v e l o p m e n t ,  and a v e r y  s u b s t a n t i a l  s h a r e  of the to ta l  i s  u s e d  
fo r  e c o n o m i c  d e v e l o p m e n t .  

T h e r e  a r e  t h r e e  po in ts  that  I would  l ike  to e m p h a s i z e  in  c o n n e c t i o n  
wi th  the v a r i o u s  o r g a n i z a t i o n s  and a g e n c i e s  that  I have  jus t  been  t a lk ing  
about .  

F i r s t ,  wi th  the e x c e p t i o n  of the E x p o r t - I m p o r t  Bank,  e a c h  of t h e m  
has  b e e n  e s t a b l i s h e d  to m e e t  the v a r y i n g  r e q u i r e m e n t s  of the p o s t w a r  
p e r i o d .  The E x p o r t - I m p o r t  Bank i t s e l f  has  been  d e v e l o p e d  in  a way to 
m e e t  those  r e q u i r e m e n t s .  

Second ,  the Un i t ed  S ta tes  a g e n c i e s ,  such  as the DLF  and the E x p o r t -  
I m p o r t  Bank,  a r e  i n t e n d e d  to c o m p l e m e n t  the i n t e r n a t i o n a l  o r g a n i z a t i o n s  
and to m e e t  n e e d s  that  they  do not o r  canno t  f i l l .  

Th i rd ,  as you s tudy the m e a n s  fo r  the a c h i e v e m e n t  of our  f o r e i g n  
e c o n o m i c  po l i cy  o b j e c t i v e s ,  I b e l i e v e  that  you wi l l  s ee  in t h e m  a c o n s i s t e n t  
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a n d  d e v e l o p i n g  p a t t e r n .  F o r  e x a m p l e ,  at  the p r e s e n t  t ime  t h r e e  i n s t i -  
t u t ions  a r e  b e i n g  c o n s i d e r e d  to m e e t  c e r t a i n  new r e q u i r e m e n t s  in  the 
f i e ld  of e c o n o m i c  d e v e l o p m e n t .  Two of t h e s e  i n s t i t u t i o n s  a r e  r e g i o n a l  
and  one i n t e r n a t i o n a l .  The  I n t e r - A m e r i c a n  D e v e l o p m e n t  Bank  and the 
A r a b  D e v e l o p m e n t  Bank  a r e  r e g i o n a l  a p p r o a c h e s  to the p r o b l e m .  The  
I n t e r n a t i o n a l  D e v e l o p m e n t  A s s o c i a t i o n  is  an  i n t e r n a t i o n a l  a p p r o a c h .  

L e t  m e  t u rn  now to c u r r e n t  p r o b l e m s .  It i s  r a t h e r  d i f f i cu l t  to 
c h o o s e  f r o m  a m o n g  the p r o b l e m s  that  we have  t h e s e  days .  T h e r e  a r e  
j u s t  a few too m a n y  to d e c i d e  a m o n g  t h e m ,  but l e t  m e  touch  on a few.  

F i r s t  of a l l ,  t h e r e  is  the E u r o p e a n  E c o n o m i c  C o m m u n i t y ,  w h i c h  i s  
a l s o  known as  the E u r o p e a n  C o m m o n  M a r k e t .  The h e a r t  of the G e n e r a l  
A g r e e m e n t  on T a r i f f  and T r a d e  is  the m o s t  f a v o r e d  na t i on  p r i n c i p l e .  
U n d e r  that  p r i n c i p l e ,  t a r i f f  c o n c e s s i o n s  g r a n t e d  to one c o u n t r y  a r e  ex -  
t ended  to a l l  c o u n t r i e s .  

But  the GATT p r o v i d e s  tha t  c o u n t r i e s  of an  a r e a  can  be f r e e d  f r o m  
the m o s t  f a v o r e d  n a t i o n  p r o v i s i o n  p r o v i d e d  they  u n d e r t a k e  to p r o c e e d  
t o w a r d  the e l i m i n a t i o n  of s u b s t a n t i a l l y  a l l  b a r r i e r s  to t r a d e  b e t w e e n  
t h e m s e l v e s .  The E u r o p e a n  E c o n o m i c  C o m m u n i t y  is  b a s e d  on tha t  ex -  
c e p t i o n  in  the GATT.  I t  p r o v i d e s  fo r  the g r a d u a l  e l i m i n a t i o n  of t r a d e  
b a r r i e r s ,  and fo r  e v e n t u a l  c o m p l e t e  m o b i l i t y  of c a p i t a l  and  l a b o r  a m o n g  
the s ix  m e m b e r  c o u n t r i e s - - G e r m a n y ,  F r a n c e ,  I t a ly ,  the N e t h e r l a n d s ,  
B e l g i u m ,  and  L u x e m b u r g .  

Bu t  t h e s e  a r e  on ly  s ix  of the s e v e n t e e n  c o u n t r i e s  that  f o r m e d  t h e m -  
s e l v e s  into  the O r g a n i z a t i o n  fo r  E u r o p e a n  E c o n o m i c  C o o p e r a t i o n  u n d e r  
the M a r s h a l l  p lan .  And,  as  you  know f r o m  r e a d i n g  the n e w s p a p e r s ,  
p r o b l e m s  have  a r i s e n  in r e c e n t  m o n t h s  in t r y i n g  to e s t a b l i s h  the f u t u r e  
r e l a t i o n s h i p s  b e t w e e n  the C o m m o n  M a r k e t  and the e l e v e n  c o u n t r i e s  ou t -  
s i d e .  The o r i g i n a l  p r o p o s a l  w a s  tha t  the s e v e n t e e n  shou ld  f o r m  t h e m -  
s e l v e s  into  a f r e e  t r a d e  a r e a .  Th i s  i d e a  h a s  f a i l e d  of a c c o m p l i s h m e n t .  

I d o n ' t  th ink I n e e d  to s p e n d  any  t ime  on t r y i n g  to a s s e s s  the b l a m e .  
H i s t o r i c a l l y  who is  to s a y  w h e t h e r  the F r e n c h  o r  the B r i t i s h  a r e  to be 
b l a m e d  w h e n  you  have  an  a r g u m e n t  in  E u r o p e  ? The p r o b l e m  fo r  the 
f u t u r e  i s  to avo id  the c r e a t i o n  of a p r o t e c t i o n i s t  and i n w a r d - l o o k i n g  c o m -  
m u n i t y  of s ix  and  the e s t a b l i s h m e n t  of a n o t h e r  bloc o u t s i d e  the s ix ,  p e r -  
haps  c o m p o s e d  of a few c o u n t r i e s  o r  p e r h a p s  c o m p o s e d  of the e l e v e n .  
Thus  f a r  no one h a s  o f f e r e d  a s o l u t i o n  fo r  th is  p a r t i c u l a r  d i l e m m a .  
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In  the  m e a n t i m e  the  L a t i n  A m e r i c a n  c o u n t r i e s  h a v e  b e g u n  to f e e l  
t h a t  t h e y  s h o u l d  f o r m  r e g i o n a l  e c o n o m i c  g r o u p s .  B u t  t h e y  a r e  n o t  p r e -  
p a r e d  to f o r m  a c o m m o n  m a r k e t  a l o n g  the  l i n e s  of  the  E u r o p e a n  C o m -  
m o n  M a r k e t .  I n s t e a d ,  t h e i r  t e n d e n c y  i s  to t h ink  in  t e r m s  of p r e f e r e n t i a l  

a r r a n g e m e n t s .  

T h e  C o m m o n  M a r k e t  a i m s  a t  the  t r a n s f e r  of r e s o u r c e s  f r o m  p r e s e n t  
u s e r s  to m o r e  e f f i c i e n t  o n e s .  T h e  L a t i n  A m e r i c a n  c o u n t r i e s  t e n d  to 
th ink  in  t e r m s  of a t t r a c t i n g  new r e s o u r c e s  i n to  the  a r e a  w i t h o u t  d i s t u r b -  
i n g  the u s e  t h a t  i s  b e i n g  m a d e  of the r e s o u r c e s  now in e x i s t e n c e  w i t h i n  

the  a r e a .  

T h e y  w o u l d  l i k e ,  f o r  e x a m p l e ,  to s e e  p r e f e r e n t i a l  t r e a t m e n t  f o r  
t h e i r  e x p o r t s  in  the  U. S. m a r k e t s .  And  t h e y  t e n d  to t h ink  of  the  a r r a n g e -  
m e n t s  t h a t  t h e y  h a v e  in  m i n d  as  a d e f e n s e  a g a i n s t  the  E u r o p e a n  C o m m o n  

M a r k e t .  

R e c e n t l y  we h a v e  h e l d  d i s c u s s i o n s  w i t h  the  C e n t r a l  A m e r i c a n  c o u n -  
t r i e s  l o o k i n g  t o w a r d  the  f o r m a t i o n  of a s o u n d  c o m m o n  m a r k e t  a m o n g  
t h e m - - a  g r o u p  of  f i v e  c o u n t r i e s .  I h a v e  s o m e  h o p e  tha t  d u r i n g  the  n e x t  
s i x  m o n t h s  o r  so  we  w i l l  be a b l e  to m a k e  c o n s i d e r a b l e  a d v a n c e  in  o u r  

d i s c u s s i o n s  w i t h  t h e m .  

L e t  m e  t u r n  f o r  a m o m e n t  to a p r o b l e m  t h a t  i s  v e r y  c u r r e n t  in  c o n -  
n e c t i o n  w i t h  the  E u r o p e a n  C o a l  a n d  S t e e l  C o m m u n i t y .  Y o u  w i l l  r e c a l l  
t ha t  the C o a l  a n d  S t e e l  C o m m u n i t y  w a s  f o r m e d  of w h a t  a r e  now the  s i x  

m e m b e r s  of the  C o m m o n  M a r k e t .  

A f t e r  the w a r ,  E u r o p e  b e c a m e  an  i n c r e a s i n g l y  i m p o r t a n t  m a r k e t  f o r  
e x p o r t s  of  A m e r i c a n  c o a l .  In  1957 we  e x p o r t e d  53 m i l l i o n  t o n s  to E u r o p e ,  
o r  a b o u t  10 p e r c e n t  of  the U n i t e d  S t a t e s  p r o d u c t i o n .  T h e  l o n g - t e r m  
p r o s p e c t s  f o r  the m a r k e t  s e e m e d  to be good ,  but  in  1958 l a r g e  s t o c k s  of  

c o a l  a c c u m u l a t e d  in  E u r o p e .  

T h e r e  w e r e  v a r i o u s  r e a s o n s .  On the d e m a n d  s i d e ,  the m i l d  w i n t e r  
h a d  r e s u l t e d  in  a d e c l i n e  in  c o n s u m p t i o n .  I n d u s t r i a l  a c t i v i t y  h a d  d e -  
c r e a s e d .  T h e r e  w a s  a s w i t c h  to f u e l  o i l .  On the s u p p l y  s i d e ,  G e r m a n  
a n d  B e l g i a n  p r o d u c t i o n  w a s  no t  c u r t a i l e d ,  e v e n  t h o u g h  s o m e  of  t h e i r  
m i n e s  w e r e  d e c i d e d l y  u n e c o n o m i c a l .  I m p o r t s  c o n t i n u e d  u n d e r  l o n g - t e r m  
c o n t r a c t s  t h a t  h a d  b e e n  m a d e  a s  a r e s u l t  of the  Suez  c r i s i s .  And ,  f i n a l l y ,  

low s h i p p i n g  r a t e s  a t t r a c t e d  new c o n t r a c t s .  
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L a s t  S e p t e m b e r  the p r o b l e m  in  G e r m a n y  b e c a m e  acu te  and as  a 
r e s u l t  they  i n f o r m e d  us of t h e i r  i n t e n t i o n  to s u b j e c t  i m p o r t s  to l i c e n s e  
c o n t r o l .  We m a d e  v e r y  s t r o n g  r e p r e s e n t a t i o n s  to t h e m ,  wi th  the 
r e s u l t  tha t  no a c t i o n  w a s  t aken  on those  l i n e s .  N e v e r t h e l e s s ,  the s i t u a -  
t ion d e t e r i o r a t e d ,  and in D e c e m b e r  we w e r e  told tha t  a v i r t u a l  e m b a r g o  
w a s  i m m i n e n t .  Aga in ,  as  a r e s u l t  of o u r  r e p r e s e n t a t i o n s ,  that  a c t i o n  
w a s  not  t aken .  In J a n u a r y  they c a m e  up wi th  s u b s t a n t i a l l y  l e s s  r e -  
s t r i c t i v e  m e a s u r e s .  T h e y  p r o v i d e d  fo r  a d u t y - f r e e  quota of 4 . 4  m i l l i o n  
m e t r i c  tons  d u r i n g  1959, and a t a r i f f  on i m p o r t s  above  that  a m o u n t .  

C u r r e n t l y  we have  a v e r y  i n t e r e s t i n g  p r o b l e m .  The h igh  a u t h o r i t y  
of the Coa l  and S t e e l  C o m m u n i t y  h a s  r e c o m m e n d e d  the d e c l a r a t i o n  of a 
m a n i f e s t  c r i s i s .  U n d e r  the R o m e  T r e a t y ,  A r t i c l e  58 p r o v i d e s  tha t  if 
t h e r e  i s  a d e c l a r a t i o n  of m a n i f e s t  c r i s i s ,  you  can  i m p o s e  p r o d u c t i o n  
quotas  and  i m p o r t  quo tas .  The d e c i s i o n  of the Counc i l  of M i n i s t e r s  of 
the Coa l  and S t e e l  C o m m u n i t y  is  to be m a d e  nex t  w e e k .  

I ' d  l ike  to po in t  out  tha t  h e r e  w a s  a p r o b l e m  w h e r e  we have  he ld  a 
s e r i e s  of v e r y  i n t e r e s t i n g  e x c h a n g e s  wi th  A m e r i c a n  i n d u s t r y .  F r o m  the 
v e r y  b e g i n n i n g ,  w h e n  we a n t i c i p a t e d  that  this  c r i s i s  w a s  go ing  to a r i s e ,  
we  a s k e d  r e p r e s e n t a t i v e s  of the c o a l  e x p o r t e r s  of the Un i t ed  S t a t e s  and  
of the Un i t ed  Mine  W o r k e r s  to c o m e  to the D e p a r t m e n t .  We have  he ld  a 
s e r i e s  of m e e t i n g s - - i n  S e p t e m b e r  and D e c e m b e r  and J a n u a r y  and one 
j u s t  the o t h e r  day.  We have  kept  t h e m  fu l ly  i n f o r m e d .  They  have  kep t  
us  fu l ly  i n f o r m e d .  I a m  p l e a s e d  to s a y  tha t  they  f ee l  that  o u r  r e p r e s e n -  
t a t i ons  in  Bonn  on the G e r m a n  c o a l  p r o b l e m  and in the o t h e r  c o u n t r i e s  as  
the p r o b l e m  has  e x p a n d e d  have  been  he lp fu l  in l i m i t i n g  the e x t e n t  of the 
a c t i on .  

In the c o m m o d i t y  f i e ld  we have  had  an a l m o s t  i n c r e d i b l e  n u m b e r  of 
p r o b l e m s  in  the l a s t  y e a r  o r  so.  L e t  m e  j u s t  s t ep  o v e r  to th is  m a p  on 
the s c r e e n  and s u g g e s t  to you  b r i e f l y  a g a i n s t  the c o n t e x t  of the m a p  wha t  
the w o r l d  looks  l ike  s o m e  day v i e w e d  f r o m  the Sta te  D e p a r t m e n t .  

As you  a l l  know,  the p r i c e  of cof fee  h a s  d e c l i n e d .  F i f t e e n  L a t i n  
A m e r i c a n  c o u n t r i e s  a r e  m a j o r  p r o d u c e r s  of co f fee .  They  a c c o u n t  fo r  
abou t  75 p e r c e n t  of the w o r l d ' s  supp ly .  The m o s t  i m p o r t a n t  of t h o s e  
c o u n t r i e s  a r e  C o l o m b i a ,  B r a z i l ,  G u a t e m a l a ,  E l  S a l v a d o r ,  and Ha i t i .  
M o s t  of t h e i r  r e v e n u e  c o m e s  f r o m  t h e i r  co f fee  e x p o r t s .  T h e r e  is  o v e r -  
p r o d u c t i o n .  We a r e  r e a c h i n g  a po in t  w h e r e  s t o c k s  w i l l  s h o r t l y  be a s  
l a r g e  as  one  y e a r ' s  c o n s u m p t i o n  of cof fee .  
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E a c h  one of those  15 c o u n t r i e s  r e g a r d s  the Un i t ed  S ta t e s  as  
h a v i n g  s o m e  r e s p o n s i b i l i t y  f o r  p r o v i d i n g  a s o l u t i o n  f o r  the p r o b l e m .  
We have  s u g g e s t e d  to t h e m  that  i t  m i g h t  be d e s i r a b l e  fo r  t h e m  to take  
s o m e  s t e p s  on t h e i r  own,  s u c h  as ,  f o r  e x a m p l e ,  r e t e n t i o n  quo tas  o r  
e x p o r t  quo ta s .  They  have  s u g g e s t e d  tha t  the Un i t ed  S t a t e s  s h o u l d  i m -  
pose  i m p o r t  quo tas  on cof fee  in o r d e r  to m a i n t a i n  the p r i c e  of cof fee  
fo r  t h e i r  b e s t  i n t e r e s t s .  

In a c o n v e r s a t i o n  the o t h e r  day wi th  the a m b a s s a d o r  of one of t h e s e  
c o u n t r i e s  he po in t ed  out  that  in  1940, w h e n  e x p o r t  quo tas  w e r e  i m p o s e d ,  
the U n i t e d  S ta t e s  c u s t o m s  o f f i c i a l s  had  c o l l a b o r a t e d  in i n s u r i n g  that  they  
w e r e  m a i n t a i n e d ;  and he thought  tha t  this  w a s  the r i g h t  w a y  to a p p r o a c h  
the p r o b l e m .  I was  w i l l i n g  to a g r e e  wi th  h i m  that  one c o u n t r y ' s  e x p o r t s  
a r e  a n o t h e r  c o u n t r y ' s  i m p o r t s ,  but I d i d n ' t  go so  f a r  as  to p r o m i s e  h i m  
that  we  w e r e  go ing  to e s t a b l i s h  an i m p o r t  quota  s y s t e m .  

Take  the p r o b l e m  of co t ton .  In 1956 C o n g r e s s  p a s s e d  l e g i s l a t i o n  
w h i c h  i n s t r u c t e d  the S e c r e t a r y  of A g r i c u l t u r e  to o f f e r  U. S. co t ton  f o r  
e x p o r t  at  a s u b s i d i z e d  r a t e  so  that  i t  would  be c o m p e t i t i v e  wi th  co t ton  
f r o m  e x p o r t i n g  c o u n t r i e s .  On 4 F e b r u a r y  we a n n o u n c e d  tha t  the e x p o r t  
p r i c e  fo r  co t ton  w a s  to be cut  fo r  the nex t  y e a r ,  b e g i n n i n g  wi th  1 A u g u s t  
by f ive  c e n t s .  Tha t  a r o u s e d  the i n t e r e s t  of M e x i c o ,  P e r u ,  Egypt ,  and the 
Sudan.  It  h a p p e n e d  to c o i n c i d e  wi th  P r e s i d e n t  E i s e n h o w e r ' s  v i s i t  to 
M e x i c o  and,  n e e d l e s s  to s ay ,  w a s  one of the s u b j e c t s  of d i s c u s s i o n  a t  
tha t  t i m e .  

T h e n  in  the l a s t  y e a r  we f i na l ly  c a m e  to the c o n c l u s i o n  tha t  the i n -  
t e r e s t  of the l e a d  and  z inc  m i n i n g  i n d u s t r y  in  the Un i t ed  S t a t e s  r e q u i r e d  
a c t i o n  in the f o r m  of i m p o r t  quo tas .  Th i s  w a s  a d e c i s i o n  tha t  was  
a r r i v e d  a t  r e l u c t a n t l y ,  a f t e r  the P r e s i d e n t  had  t u r n e d  down r e c o m m e n d a -  
t ions  by the T a r i f f  C o m m i s s i o n  and a f t e r  we had  t r i e d  to r e a c h  a g r e e -  
m e n t  fo r  i n t e r n a t i o n a l  a c t i o n .  

T h e s e  two p r o d u c t s  a c c o u n t  fo r  abou t  14 to 15 p e r c e n t  of the v a l u e  
of to ta l  e x p o r t s  f r o m  M e x i c o  and P e r u .  But ,  in  add i t i on ,  they  a f f ec t  
A u s t r a l i a  and C a n a d a .  

As you  know,  l a s t  w e e k  the P r e s i d e n t  a n n o u n c e d  the i m p o s i t i o n  of 
m a n d a t o r y  quo tas  on i m p o r t s  of oil .  Th i s  was  a d e c i s i o n  a r r i v e d  at  on 
the g r o u n d  that  the n a t i o n a l  s e c u r i t y  r e q u i r e s  quotas  in o r d e r  to p r o m o t e  
the h e a l t h y  d e v e l o p m e n t  of the A m e r i c a n  oi l  i n d u s t r y .  We had  t r i e d  a 
s y s t e m  of v o l u n t a r y  quotas  and it  had  not  s u c c e e d e d .  F r e e  e n t e r p r i s e  
c o n t i n u e s  in the Un i t ed  S t a t e s .  T h e r e  w e r e  s o m e  peop le  who j u s t  d idn ' t  
l ike  the i dea  of v o l u n t a r y  i m p o r t  quo tas .  

lO 
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We have  m a n d a t o r y  ones  now.  T h e y  have  been  s t r o n g l y  p r o t e s t e d  
by C a n a d a .  They ,  of c o u r s e ,  a f f ec t  V e n e z u e l a .  The N e t h e r l a n d s  
m i n i s t e r  i s  c o m i n g  fo r  the NATO m e e t i n g  and I u n d e r s t a n d  that  he w i l l  
p r o t e s t  the r e s t r i c t i o n s  f r o m  the s t a n d p o i n t  of the N e t h e r l a n d s  W e s t  
I n d i e s .  The B r i t i s h  have  po in ted  out  tha t  t h e i r  b a l a n c e  of p a y m e n t s  
s i t u a t i o n  w i l l  be a d v e r s e l y  a f f e c t e d  by the l o s s  of r e v e n u e s  f r o m  oi l  
p r o d u c i n g  c o u n t r i e s  in the Midd le  E a s t .  

You w i l l  n o t i c e  that  I have  n e g l e c t e d  the F a r  E a s t .  I ' l l  take  tha t  
up now. 

Take  r i c e .  Both  the D e p a r t m e n t s  of Sta te  and A g r i c u l t u r e  have  been  
u n d e r  v e r y  h e a v y  p r e s s u r e  f r o m  M e m b e r s  of C o n g r e s s  and r i c e  g r o w e r s  
to m o v e  A m e r i c a n  r i c e  u n d e r  P u b l i c  Law 480. About  300 ,000  m e t r i c  
tons w e r e  p r o g r a m e d  u n d e r  T i t l e  1, and at  p r e s e n t  t h e r e  r e m a i n  abou t  
115 ,000  tons  to be m o v e d .  

U n f o r t u n a t e l y ,  o t h e r  c o u n t r i e s  have  s u r p l u s  s u p p l i e s  of r i c e .  We 
had  thought  that  we wou ld  be ab le  to d i s p o s e  of a v e r y  l a r g e  tonnage  in  
Ind ia ,  but  Ind i a  has  had  a b u m p e r  c r o p .  It  no l o n g e r  o f f e r s  a m a r k e t .  
T h a i l a n d  and  B u r m a  and  V i e t  N a m ,  a l l  of w h i c h  a r e  r i c e - e x p o r t i n g  c o u n -  
t r i e s ,  have  had  u n u s u a l l y  good h a r v e s t s  th is  y e a r .  They  wan t  to e x p o r t  
to t h e i r  u s u a l  S o u t h e a s t  A s i a  m a r k e t s .  Any a c t i o n  on ou r  p a r t  to i n t e r -  
f e r e  wi th  t h e i r  n o r m a l  c o m m e r c i a l  s a l e s  i s  l i ke ly  to have  p o l i t i c a l  r e -  
p e r c u s s i o n s  in wha t  fo r  us i s  an  e x t r e m e l y  s e n s i t i v e  a r e a  f r o m  the 
p o l i t i c a l  s t andpo in t .  C u r r e n t l y  we  a r e  t r y i n g  to w o r k  out  a p a c k a g e  d e a l  
by w h i c h  we wou ld  s e l l  to C e y l o n  and  I n d o n e s i a ,  wi th  p r i o r  c o n s u l t a t i o n s  
wi th  T h a i l a n d  and  B u r m a  and  V i e t  N a m  to m a k e  s u r e  that  w h a t e v e r  s a l e s  
we m a k e  w o u l d  be o v e r  and  above  n o r m a l  c o m m e r c i a l  p u r c h a s e s  f r o m  
those  t h r e e  c o u n t r i e s .  

T h o s e  s u g g e s t  j u s t  a few of the p r o b l e m s ,  but not  a l l  of t h e m ,  tha t  
a r i s e  in c o n n e c t i o n  wi th  j u s t  p r i c e s  and  c o m m o d i t i e s .  

We turn for a moment to problems connected with the promotion of 
private investment. For the most part, these problems are general 
r a t h e r  than s p e c i f i c .  

F i r s t  of a l l ,  you  h a v e  to d e t e r m i n e  how a c t i v e  the G o v e r n m e n t  s h o u l d  
be in p r o m o t i n g  p r i v a t e  i n v e s t m e n t ;  tha t  i s ,  in  t r y i n g  to p e r s u a d e  p r i v a t e  
i n v e s t o r s  tha t  t hey  shou ld  i n v e s t  a b r o a d .  T h e r e  a r e  a g r e a t  m a n y  peop le  
who  b e l i e v e  that  ou r  G o v e r n m e n t  shou ld  l i m i t  i t s e l f  c h i e f l y  to p e r s u a d i n g  
o t h e r  g o v e r n m e n t s  to g ive  ou r  b u s i n e s s m e n  f a i r  and  equa l  t r e a t m e n t  w i th  
t h e i r  own n a t i o n a l s .  
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The s e c o n d  p r o b l e m  is  that  c a p i t a l  u s u a l l y  goes  to c o u n t r i e s  w h e r e  
the i n v e s t m e n t  c l i m a t e  is  m o s t  f a v o r a b l e ,  w h e r e  the o p p o r t u n i t i e s  fo r  
p r o f i t  a r e  g r e a t e s t ,  and w h e r e  they have  r e a s o n a b l e  a s s u r a n c e s  of g e t -  
t ing back  t h e i r  m o n e y .  S ince  the w a r  abou t  70 p e r c e n t  of o u r  f o r e i g n  
i n v e s t m e n t  has  been  m a d e  by oil  c o m p a n i e s  in V e n e z u e l a  and  the Midd l e  
E a s t .  Of the r e m a i n i n g  30 p e r c e n t ,  m o s t  ha s  gone to C a n a d a  and  W e s t e r n  
E u r o p e .  V e r y  l i t t l e  has  gone to the l e s s - d e v e l o p e d  c o u n t r i e s .  

I t ' s  a s low p r o c e s s .  The G o v e r n m e n t  c a n n o t  t e l l  c o m p a n i e s  w h e r e  
to i n v e s t .  The l e s s - d e v e l o p e d  c o u n t r i e s  have  to be p e r s u a d e d  to avo id  
n a t i o n a l i s t i c  p o l i c i e s  and  to p e r m i t  p r o f i t s  c o m p a r a b l e  to the r i s k s  
i nvo lve  d. 

T h e r e  w i l l  s h o r t l y  be i s s u e d  a r e p o r t  on a s tudy  of the p r o m o t i o n  
of p r i v a t e  i n v e s t m e n t  w h i c h  was  u n d e r t a k e n  at  the r e q u e s t  of M r .  Di l lon .  
It is  hoped  tha t  that  r e p o r t  w i l l  c o n t a i n  s o m e  r e c o m m e n d a t i o n s  fo r  a c t i o n  
by both the G o v e r n m e n t  and p r i v a t e  i n v e s t o r s .  

L e t  m e  t u r n  fo r  a m o m e n t  to p r o b l e m s  c o n n e c t e d  wi th  e c o n o m i c  and 
t e c h n i c a l  a s s i s t a n c e .  I have  a l r e a d y  m e n t i o n e d  the r e q u e s t  fo r  a d d i t i o n a l  
funds  for  the D L F  and the p l ans  fo r  r e g i o n a l  banks  and the I n t e r n a t i o n a l  
D e v e l o p m e n t  A s s o c i a t i o n .  I ' d  l ike  to m e n t i o n  one v e r y  i n t e r e s t i n g  de -  
v e l o p m e n t ,  tha t  i s ,  wha t  you m i g h t  c a l l  the p a c k a g e  a p p r o a c h .  

Wi th in  the l a s t  two y e a r s  we have  found tha t  w h e n  c o u n t r i e s  get  in to  
d i f f i cu l ty ,  t h e r e  is  no s i ng l e  way  by w h i c h  you  can  a s s i s t .  So an a r r a n g e -  
m e n t  has  b e e n  w o r k e d  out  by w h i c h  as  a g e n e r a l  p a t t e r n  the 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  looks  at  the s i t u a t i o n  in  the p a r t i c u l a r  c o u n t r y .  T h e y  
c o m e  up wi th  r e c o m m e n d a t i o n s  fo r  a s t a b i l i z a t i o n  p r o g r a m .  Then ,  to u s e  
the v e r n a c u l a r ,  the e x i s t i n g  a g e n c i e s  e a c h  take  a p i e c e .  So you have  i n t e r -  
n a t i o n a l  a g e n c i e s  and U. S. a g e n c i e s  and in s o m e  c a s e s  E u r o p e a n  a g e n c i e s  
c o l l a b o r a t i n g  in the s o l u t i o n  of a p a r t i c u l a r  p r o b l e m .  

Th i s  w a s  done in the c a s e  of T u r k e y  in the s u m m e r  of 1958. T h e r e  
w a s  a c o o r d i n a t e d  e f fo r t  by the Un i t ed  S t a t e s ,  by the I M F ,  by the O r g a n i -  
z a t i o n  fo r  E u r o p e a n  E c o n o m i c  C o o p e r a t i o n ,  and  by p r i v a t e  banks .  
T h r o u g h  t h e m  t h e r e  w a s  w o r k e d  up a p a c k a g e  of a s s i s t a n c e  that  a m o u n t e d  
to about  $359 m i l l i o n .  The  U. S. c o m p o n e n t  of th is  d r e w  on the ICA fo r  
b a l a n c e  of p a y m e n t s  a s s i s t a n c e ,  c o n t r i b u t e d  s o m e t h i n g  f r o m  d e f e n s e  sup -  
po r t ,  s o m e t h i n g  f r o m  the P u b l i c  Law 480 s a l e s ,  p o s t p o n e d  c e r t a i n  debt  
p a y m e n t s ,  and then p r o v i d e d  c r e d i t  t h r o u g h  the E x p o r t - I m p o r t  Bank  and  
the D L F .  
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M o r e  r e c e n t l y  you have  had the  s a m e  a p p r o a c h  to the A r g e n t i n e  
p r o b l e m .  T h e r e  3 Un i t ed  S ta te s  a g e n c i e s  and  11 p r i v a t e  banks  in the  
Un i t ed  S ta tes  j o ined  with  IMF.  You had  $125 m i l l i o n  f r o m  the E x p o r t -  
I m p o r t  Bank,  $50 m i l l i o n  f r o m  the T r e a s u r y  E x c h a n g e  S t a b i l i z a t i o n  
Fund ,  and  $25 m i l l i o n  f r o m  the D L F .  

Th i s  p a c k a g e  a p p r o a c h  has ,  to m y  m i n d ,  been  one of the m o s t  in-  
t e r e s t i n g  and i m a g i n a t i v e  of the  new d e v i c e s  d e v e l o p e d  to m e e t  the  
s i t u a t i o n .  It has  p r o v e d  e x t r e m e l y  s u c c e s s f u l .  The  T u r k i s h  s i t u a t i o n  
is i m p r o v i n g ,  as  is  the A r g e n t i n e .  I th ink  if you had a s k e d  a n y o n e  a 
y e a r  ago  w h e t h e r  the  s i t u a t i o n  as  it now e x i s t s  in A r g e n t i n a  cou ld  h a v e  
b e e n  a c h i e v e d ,  you would have  had a f la t  and d e f i n i t e  "No.  " But t hey  
a r e  d e f i n i t e l y  m a k i n g  an  a t t e m p t  to s t a b i l i z e  t h e i r  e c o n o m y .  

Le t  m e  t u r n  to one o t h e r  p r o b l e m  and tha t  is  the v e r y  i n t e r e s t i n g  
s u b j e c t  of f l ags  of c o n v e n i e n c e .  As you know, the  Uni ted  S ta tes  has  
u n d e r  i ts  f l ag  a m e r c h a n t  m a r i n e  tha t  is  t h e o r e t i c a l l y  e q u i v a l e n t  to 
23 m i l l i o n  g r o s s  r e g i s t e r e d  tons .  But only  4 .7  m i l l i o n  of tha t  is a c t i v e  
in f o r e i g n  c o m m e r c e .  U n d e r  the  f l ags  of c o n v e n i e n c e ,  h o w e v e r ,  we 
have  o v e r  5 . 8  m i l l i o n  g r o s s  r e g i s t e r e d  tons  and t h e r e  is a n o t h e r  1 .6  
m i l l i o n  u n d e r  c o n s t r u c t i o n  fo r  s u c h  f l ags .  We a l s o  have  2 m i l l i o n  o r  
so owned u n d e r  v a r i o u s  E u r o p e a n  f l ags .  

About  t w o - t h i r d s  of the U. S. - o w n e d  f lags  of c o n v e n i e n c e  f l e e t  a r e  
t a n k e r s .  The  r e m a i n d e r  c o n s i s t s  l a r g e l y  of bulk c a r r i e r s .  

In 1957, of our  e x p o r t s ,  50 p e r c e n t  w e r e  c a r r i e d  by sh ips  of 
E u r o p e a n  f l ags ,  22 p e r c e n t  by P a n a m a - L i b e r i a n  f lags  of c o n v e n i e n c e - -  
P a n - L i b - - 1 8  p e r c e n t  u n d e r  U. S. f l ags ,  and  10 p e r c e n t  u n d e r  m i s c e l -  
l a n e o u s  o t h e r  f l ags .  

On the  i m p o r t  s i d e ,  30 p e r c e n t  w e r e  c a r r i e d  by sh ips  of E u r o p e a n  
f l ags ,  44 p e r c e n t  by sh ips  of P a n - L i b  f l ags ,  19 p e r c e n t  by sh ips  of 
U. S. f l ags ,  and 7 p e r c e n t  by m i s c e l l a n e o u s .  

As you we l l  know, in the  e v e n t  of a g e n e r a l  w a r ,  NATO would  
e s t a b l i s h  a sh ipp ing  pool;  and  we h a v e  a g r e e d  to c o n t r i b u t e  p a r t  of the  
U. S. f l ag  t onnage  and  a l l  of th i s  P a n - L i b  t o n n a g e .  But in the  i n i t i a l  
m o b i l i z a t i o n  p e r i o d ,  b e f o r e  the  pool  is e s t a b l i s h e d ,  o r  in any  w a r  o r  
c r i s i s  not  i nvo lv ing  NATO,  the  Un i t ed  S ta tes  would have  to have ,  it 
would need  u r g e n t l y ,  i ts  P a n - L i b  s h i p s .  
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On the o t h e r  hand ,  as  the  f i g u r e s  tha t  I have  j u s t  c i t ed  show,  the  
Un i t ed  S ta tes  d e p e n d s  v e r y  h e a v i l y  upon u n c o n t r o l l e d  E u r o p e a n  f l a g s h i p s  
to c a r r y  i ts  t r a d e ,  w h e t h e r  in p e a c e  o r  in w a r .  

The problem of flags of convenience is up, and it 's going to be dis- 
cussed with other problems in June as a result of a request from eight 
European countries. 

The  c o n t r o v e r s y  on f l ags  of c o n v e n i e n c e ,  of c o u r s e ,  has  b e e n  bu i ld -  
ing up fo r  y e a r s .  C u r r e n t l y  the  r e c e s s i o n  in s h i p p i n g  m a k e s  it w o r s e .  
A l s o  E u r o p e a n  sh ip  o w n e r s  f ee l  h u r t  by c o m p e t i t i o n  f r o m  the  " p e a c e  f l ag -  
s h i p s .  " E u r o p e a n  l a b o r  wan t s  to r a i s e  i ts  s t a n d a r d s .  

A m e r i c a n  l a b o r  has  r e c e n t l y  v a s t l y  c o m p l i c a t e d  the  s i t u a t i o n  by in-  
s i s t i n g  tha t  c r e w s  of P a n - L i b  sh ips  shou ld  be o r g a n i z e d  only  by un ions  
in the  c o u n t r y  of n a t i o n a l i t y  of the  c a p i t a l  owning  the  s h i p s .  Th i s  is an  
e n t i r e l y  new p r i n c i p l e .  In o t h e r  w o r d s ,  t hey  would m a k e  it i m p o s s i b l e  
fo r  U. S. o w n e r s  to o p e r a t e  u n d e r  P a n - L i b  f l ags ,  pay ing  U. S. wage  
s t a n d a r d s ,  of c o u r s e .  Second ly ,  if t h e s e  sh ips  had to c o m e  b a c k  u n d e r  
the  U. S. f lag ,  l a r g e  a d d i t i o n a l  o p e r a t i n g  s u b s i d i e s  would  be r e q u i r e d .  
T h i r d l y ,  if U. S . - o w n e d  sh ips  w e r e  so ld  to E u r o p e a n s  or  t r a n s f e r r e d  
to o t h e r  f l ag s ,  t hey  would no l o n g e r  be u n d e r  e f f e c t i v e  U. S. c o n t r o l .  
I don ' t  need  to t e l l  you how the D e f e n s e  D e p a r t m e n t  f e e l s  abou t  t h i s  sub -  
j e c t .  

We in the Shipping C o o r d i n a t i n g  C o m m i t t e e  a r e  c u r r e n t l y  e x a m i n i n g  
the  p r o b l e m  to d e t e r m i n e  what  our  n a t i o n a l  i n t e r e s t  is in the  s i t u a t i o n .  
We have  a l l  of the  i n t e r e s t e d  a g e n c i e s  r e p r e s e n t e d  on tha t  c o m m i t t e e  and 
we have  i n d u s t r y  a d v i s e r s .  It wi l l  be our  p r o b l e m  in the nex t  few m o n t h s  
to t r y  to c o m e  up with s o m e  a n s w e r s .  

T h e r e  a r e  a n u m b e r  of u n a n s w e r e d  q u e s t i o n s  a t  the  m o m e n t .  Can 
the  U. S. o w n e r s  get  i n j u n c t i o n s  a g a i n s t  l a b o r  b o y c o t t s  of the  s o r t  tha t  
was  i n s t i t u t e d  r e c e n t l y ?  Could we p e r m i t  t r a n s f e r s  f r o m  P a n - L i b  to 
NATO f l ags  and s t i l l  by s o m e  a g r e e m e n t  m a i n t a i n  e f f e c t i v e  c o n t r o l ?  
Should the Government intervene in this labor-industry fight? And 
could some tankers come to United States flags without subsidy? There 
are some nice questions. 

One th ing  I can  t e l l  you d e f i n i t e l y .  T h e r e  is no t r u t h  w h a t e v e r  in the  
s t a t e m e n t  that  has  been  c i r c u l a t e d  in s o m e  c i r c l e s  to the e f f ec t  t ha t  the  
Un i t ed  S ta tes  D e p a r t m e n t  of Sta te  is about  to s e l l  the  f lags  of c o n v e n i e n c e  
down the r i v e r .  Tha t  I do know.  
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I hope  I have  sa id  enough to i n d i c a t e  to you  s o m e  of the p r o b l e m s  
that  a r e  f a c i n g  us today  and to exp l a in  s o m e  of the d i f f i c u l t i e s  we f ace  
in t r y i n g  to a c h i e v e  ou r  o b j e c t i v e s .  L e t  m e  m a k e  one f ina l  point .  

The  Un i t ed  S ta t e s  i s  the l e a d i n g  e c o n o m i c  powe r in the f r e e  w o r l d  
and i n d e e d  in the e n t i r e  w o r l d .  Tha t  p o s i t i o n  c a r r i e s  wi th  i t  g r e a t  and 
g r a v e  r e s p o n s i b i l i t y .  L e a d e r s  of o t h e r  c o u n t r i e s  have  po in t ed  out that  
we have  d i s c h a r g e d  those  r e s p o n s i b i l i t i e s  t h rough  the M a r s h a l l  p lan  and  
ou r  o t h e r  f o r e i g n  a id  p r o g r a m s  in a w a y  wh ich  is  wi thou t  p a r a l l e l  in  
h i s t o r y .  

The  job we  have  to do is  not  e a s y ,  p a r t i c u l a r l y  at  the p r e s e n t  t i m e ;  
but i t ' s  one that  we  canno t  avo id  and shou ld  not  avoid .  I t  i s  no e x a g g e r a -  
t ion to s a y  that  the f u t u r e  of the w o r l d  wi l l  in  l a r g e  m e a s u r e  be d e t e r -  
m i n e d  by the way  in wh ich  we c o n t i n u e  to d i s c h a r g e  o u r  r e s p o n s i b i l i t i e s  
in the f i e ld  of f o r e i g n  e c o n o m i c  po l i cy .  

C A P T A I N  BURKY: G e n t l e m e n ,  M r .  B e a l e  is  r e a d y  f o r  y o u r  
q u e s t i o n s .  

QUESTION: M r .  B e a l e ,  I r e c o g n i z e  the c o m p l e x i t y  of the p r o b l e m  
r e l a t i v e  to m a n d a t o r y  i m p o r t  quotas  on oi l ,  as we l l  as  the f l ags  of con-  
v e n i e n c e  p r o b l e m  and the l o c a l  p o l i t i c a l  p r e s s u r e s  in this  c o u n t r y .  I w o n d e r  
i f  any  c o n s i d e r a t i o n  has  been  g iven  to the thought  of t ak ing  the A m e r i c a n  
f l a g s h i p s  and  l e t t i n g  t h e m  c a r r y  o i l  i m p o r t e d  u n d e r  r e s t r i c t i o n s ,  in o t h e r  
w o r d s ,  quo tas  of oi l ,  u s i n g  A m e r i c a n  f l a g s h i p s  r a t h e r  than h a v i n g  t h e m  
t i ed  up and not  be ing  used .  

MR. B E A L E :  As I u n d e r s t a n d  i t ,  u n d e r  the s y s t e m  of oi l  i m p o r t  
quo tas  you  would  s a y  that  i m p o r t s  wi l l  be r e s t r i c t e d  to s u c h - a n d - s u c h  
a m o u n t  and they  m u s t  be c a r r i e d  by U. S. f l a g s h i p s  ? 

QUESTION:  No, s i r .  In o t h e r  w o r d s ,  to i n c r e a s e  the a m o u n t  tha t  
can  be i m p o r t e d - -  

MR. B E A L E :  - - b y  s p e c i f y i n g  tha t  if  i t  c o m e s  in  on a U. S. f l a g -  
sh ip -  - 

QUESTION: Y e s ,  s i r .  

MR. B E A L E :  You would  i n c r e a s e  the cos t  of the i m p o r t e d  o i l  
p r o b a b l y  too. 
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Q U E S T I O N :  T h a t ' s  t r u e ,  bu t  s t i l l  w e  h a v e  t r i e d  to  e n c o u r a g e  
t h e s e  A m e r i c a n  c o m p a n i e s  t o  i n v e s t  a b r o a d ,  b u t  we  h a v e  d i s c o u r a g e d  
t h e m  f r o m  s e l l i n g  o i l  in  t h e  U n i t e d  S t a t e s .  

M R .  B E A L E :  I t h i n k  p a r t  o f  t h e  a n s w e r  to  t h a t  w o u l d ,  o f  c o u r s e ,  
l i e  in  w h e t h e r  t h e  o i l  c o m p a n i e s  w i t h  t h e  t a n k e r s  w o u l d  be  p r e p a r e d  to  
d o  t h a t .  A t  t h e  p r e s e n t  t i m e  t h e y  w o u l d  n o t  b e  a b l e  t o  s h i p  w i t h  U.  S. 
f l a g  t a n k e r s ,  a s  I u n d e r s t a n d  i t .  T h e s e  a r e  U.  S. - o w n e d  b u t  P a n - L i b  
t a n k e r s  o r  f l a g s  of  c o n v e n i e n c e  t a n k e r s  t h a t  a r e  b e i n g  u s e d  n o w .  N o w ,  
to  t r a n s f e r  t h e m  w o u l d  m e a n  t h a t  y o u  w o u l d  h a v e  to  s u b j e c t  t h o s e  s h i p s  
t o  U.  S. w a g e  s t a n d a r d s ,  u n i o n  r a t e s ,  a n d  s o  f o r t h ,  t r e m e n d o u s l y  
r a i s i n g  t h e  c o s t .  

It  w o u l d  h a v e  t h i s  e f f e c t :  I t  w o u l d  c e r t a i n l y  o f f s e t  t h e  p r i c e  a d v a n -  
t a g e  o f  M i d d l e  E a s t  o i l  in  t h i s  m a r k e t .  

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

Q U E S T I O N :  O v e r  t h e  p a s t  f e w  m o n t h s  I h a v e  h e a r d  t a l k  f r o m  t i m e  
to  t i m e  a b o u t  t h e  d e s i r a b i l i t y  of  s e t t i n g  up  s o m e  s o r t  of  a j u n i o r  w o r l d  
b a n k  f o r  L a t i n  A m e r i c a  a n d  p e r h a p s  t h e  W e s t e r n  H e m i s p h e r e .  I w o n d e r  
i f  y o u  w o u l d  t e l l  us  m o r e  a b o u t  t h i s  p r o p o s i t i o n .  

M R .  B E A L E :  We h a v e  u n d e r  c o n s i d e r a t i o n  n o w  in  t h e  C o m m i t t e e  
o f  F o u r t e e n - - I  t h i n k  i t ' s  c a l l e d - - a n  I n t e r - A m e r i c a n  D e v e l o p m e n t  B a n k .  
I t ' s  w i t h i n  m e a s u r a b l e  d i s t a n c e  of  t h e  e n d .  A s  a m a t t e r  o f  f a c t ,  we  m a y  
s e e  t he  r e s u l t s  o f  t h e i r  d e l i b e r a t i o n s  by  t h e  e n d  of  t h i s  w e e k .  

T h e  i d e a  i s  to  h a v e  a b a n k - - a n d  w h o e v e r  s u g g e s t e d  t h i s  p h r a s e o l o g y  
m u s t  h a v e  s t a r t e d  h i s  c a r e e r  a s  a t e l l e r ,  r e g a r d l e s s  of  w h e r e  h e  i s  n o w - -  
w i t h  t w o  w i n d o w s - - o n e  w i n d o w  f o r  h a r d  l o a n s  a n d  o n e  w i n d o w  f o r  s o f t  
l o a n s .  T h e  p r o b l e m s  h a v e  b e e n ,  W h o  is  g o i n g  to  c o n t r i b u t e  t h e  m o n e y ?  
a n d ,  W h a t  s o r t  o f  m o n e y ?  

N e e d l e s s  t o  s a y ,  t h e r e  i s  g r e a t  e n t h u s i a s m  f o r  c o n t r i b u t i o n s  b y  t h e  
U n i t e d  S t a t e s ,  w h i c h  w o u l d  be  d o l l a r s ,  a n d  l e s s  e n t h u s i a s m  f o r  c o n t r i b u -  
t i o n s  b y  t h e  o t h e r  m e m b e r s ,  w h i c h  w o u l d  be  in  l o c a l  c u r r e n c i e s .  T h e  
e n t h u s i a s m  is  s o r t  of  m i x e d ,  a s  a m a t t e r  of  f a c t ,  b e c a u s e  s o m e  of  t h e  
L a t i n  A m e r i c a n  c o u n t r i e s '  c u r r e n c i e s  a r e  h a r d  c u r r e n c i e s ,  a n d  t h e r e -  
f o r e  t h a t  r a i s e s  a p r o b l e m .  
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At any  r a t e ,  we h a v e  now c o m e  up  w i t h  a bank  w h i c h  w i l l  h a v e  a 
s i z e a b l e  a m o u n t  of  m o n e y ,  both  c o n t r i b u t e d  s h a r e s  and  c a l l a b l e .  T h e  
c a l l a b l e  i s  a good  d e v i c e ,  b e c a u s e  i t  m e a n s  tha t  i t  d o e s n ' t  h a v e  to be 
p r o d u c e d  r i g h t  away .  T h a t  h a s  g r e a t  a t t r a c t i o n  f o r  s o m e  of o u r  f r i e n d s  
to the  s o u t h .  

I t ' s  go ing  to be a u s e f u l  th ing ,  and  i t  w a s  a n e c e s s a r y  th ing .  T h e  
L a t i n  A m e r i c a n s  h a v e  had  a f e e l i n g  tha t  t h e y  h a v e  b e e n  d i s c r i m i n a t e d  
a g a i n s t  a n d  f o r g o t t e n ,  d e s p i t e  the  f a c t  t h a t  m o s t  of the  E x p o r t - I m p o r t  
B a n k  l o a n s ,  o r  a g r e a t  p o r t i o n  of t h e m ,  h a v e  b e e n  m a d e  to L a t i n  
A m e r i c a n  c o u n t r i e s .  B u t  t h e y  w a n t e d  s o m e t h i n g  tha t  w a s  e x c l u s i v e l y  
t h e i r  own.  Now they  a r e  go ing  to h a v e  i t ,  and  i t  w i l l  p r o b a b l y  w o r k  ou t  
f a i r l y  s a t i s f a c t o r i l y .  

QUESTION:  M r .  K h r u s h c h e v  h a s  v e r y  k i n d l y  r e l i e v e d  the D e p a r t -  
m e n t  of D e f e n s e  f r o m  the r e s p o n s i b i l i t y  of s u s t a i n i n g  th i s  t e n s i o n ,  b e -  
c a u s e  he  now t e l l s  us  tha t  he i n t e n d s  to do th is  job e c o n o m i c a l l y ,  i n  an  
a l l - o u t  e c o n o m i c  w a r .  T h i s  t h r o w s  the r e s p o n s i b i l i t y  r i g h t  s q u a r e l y  in  
y o u r  l ap .  We w o u l d  l ike  to know to w h a t  e x t e n t  th i s  i s  r e c o g n i z e d  a s  a 
w a r  w i t h i n  the  S t a t e  D e p a r t m e n t ;  and  h a v e  we any  hope  of a c t i o n  tha t  
w i l l  pu t  us  on  the  o f f e n s i v e  in  s u c h  a w a r  ? 

MR.  B E A L E :  I p r e s u m e  tha t  y o u r  c h o i c e  of the p h r a s e  " w a r  w i t h i n  
the  S t a t e  D e p a r t m e n t "  h a d  no p a r t i c u l a r  c o n n o t a t i o n .  

The  f i r s t  l e t t e r  f r o m  K h r u s h c h e v  was  in  J u n e .  The  r e p l y  by the  
P r e s i d e n t  tha t  w a s  m a d e  in  J u l y  had  a f i n a l  s e n t e n c e  s a y i n g  tha t  he  w a s  
r e f e r r i n g  the  p r o b l e m  to the  S t a t e  D e p a r t m e n t  f o r  f u r t h e r  r e p l y .  T h e r e  
h a s  b e e n  no f u r t h e r  r e p l y  a s  y e t  f o r m a l l y .  I w o u l d  a t t r i b u t e  tha t  o n l y  in  
p a r t  to the  w a r  w i t h i n  the  S t a t e  D e p a r t m e n t .  

A c t u a l l y ,  M r .  D i l l o n  h a s  e f f e c t i v e l y  r e p l i e d  to K h r u s h c h e v ' s  t r a d e  
l e t t e r  in  the  s p e e c h  t ha t  he  m a d e  on the  r e a l i t i e s  of S o v i e t  e c o n o m i c  
f o r e i g n  p o l i c y  in  New O r l e a n s  f o l l o w i n g  M r .  M i k o y a n ' s  v i s i t  h e r e .  

We a r e  v e r y  m u c h  a w a r e  of the  S o v i e t  e c o n o m i c  o f f e n s i v e  in  the 
S t a t e  D e p a r t m e n t .  I t  w a s  t a c k l e d  a n u m b e r  of m o n t h s  ago  by the  f o r m a -  
t i o n  of the  B o e s c h e n s t e i n  C o m m i t t e e  on W o r l d  E c o n o m i c  P r a c t i c e s .  I t  
w a s  a c o v e r  n a m e  to p e r m i t  t h e m  to r a n g e  w i d e l y  in  the f i e ld .  T h e y  h a v e  
s u b m i t t e d  t h e i r  r e p o r t  on  w h a t  m i g h t  be d o n e .  

Bu t  I th ink  e v e r y b o d y  r e c o g n i z e s  tha t  t ha t  c a n  on ly  be a b e g i n n i n g .  T o  
m y  m i n d  i t ' s  a q u e s t i o n  of w h e t h e r  you  c o n s i d e r  tha t  t h i s  i s  e c o n o m i c  
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w a r f a r e  w h i c h  s h o u l d  be d e a l t  w i t h  in  t e r m s  of  a d e f e n s i v e  a t t i t u d e  on  
the  p a r t  of the  U n i t e d  S t a t e s ,  o r  e c o n o m i c  w a r f a r e  in  w h i c h  we  s h o u l d  
s a y :  " T h i s  i s  an  a r e a  in  w h i c h  we a s  A m e r i c a n s  a r e  e f f e c t i v e  and  in  
w h i c h  we c a n  r e a l l y  go to town.  " 

Bu t  the  l a t t e r  i n v o l v e s  a g r e a t  m a n y  t h i n g s .  I t  i n v o l v e s  r e a l l y  o u r  
w h o l e  f o r e i g n  e c o n o m i c  p o l i c y ,  b e c a u s e  i f  y o u  t a k e  the  a p p r o a c h  t h a t  t h i s  
i s  s o m e t h i n g  t h a t  s h o u l d  be d e a l t  w i t h  by r a i s i n g  the s t a n d a r d s  of l i v i n g  
of the  r e s t  of the  w o r l d  a n d  s o l v i n g  y o u r  p r o b l e m  t h a t  w a y ,  t h a t ' s  o n e  
a p p r o a c h  to i t .  T h e  o t h e r  a p p r o a c h ,  to s p e c i f y ,  i s  to s a y  t h a t  we  m u s t  
o r g a n i z e  the  e c o n o m y  in  s u c h  a w a y  as  to d e a l  w i t h  a s t a t e  t r a d i n g  
o r g a n i z a t i o n .  L e t  u s  a s s u m e ,  t h e r e f o r e ,  t h a t  s i n c e  the  S o v i e t  s e l l s  
t h r o u g h  a s t a t e  t r a d i n g  o r g a n i z a t i o n ,  we o u r s e l v e s  s h o u l d  s e t  up a s t a t e  
t r a d i n g  o r g a n i z a t i o n  a n d  h a n d l e  a l l  A m e r i c a n  b u s i n e s s  t h r o u g h  tha t .  
T h e r e ' s  a b i l l  in  the  C o n g r e s s  t ha t  w o u l d  s u g g e s t  s u c h  an  o r g a n i z a t i o n .  

We h a v e  s o m e  q u e s t i o n s  a b o u t  tha t .  P e r s o n a l l y ,  the  i d e a  of  r u n n i n g  
A m e r i c a n  b u s i n e s s  t h r o u g h  the  S t a t e  D e p a r t m e n t  h o r r i f i e s  m e .  Q u i t e  
a p a r t  f r o m  the  t e c h n i c a l  a s p e c t s  of i t ,  I d o n ' t  t h ink  i t  w o u l d  w o r k  too 
s u c c e s s f u l l y .  To m y  m i n d  the b a s i c  q u e s t i o n  t h a t  y o u ' v e  go t  to a s k  y o u r -  
s e l f  i s  w h e t h e r  we a r e  g o i n g  to g ive  up the  f r e e  e n t e r p r i s e  s y s t e m  in  o r d e r  
to b e a t  the  R u s s i a n s  a t  t h e i r  g a m e ,  and  s u b s t i t u t e  a c o n t r o l l e d  s y s t e m .  

T h e s e  a r e  the  q u e s t i o n s  t ha t  a r e  b e i n g  a r g u e d  now.  I d o n ' t  a n t i c i p a t e  
t h a t  a n y b o d y  is  g o i n g  to c o m e  up w i t h  a pa t  s o l u t i o n  to t h i s  one .  I t ' s  a 
p r o b l e m ,  if  y o u  w a n t  to i d e n t i f y  i t ,  of the  n e x t  d e c a d e ,  a s  f a r  a s  I a m  
c o n c e r n e d .  T h e  f a c t  tha t  e v e r y b o d y  i s  w o r r y i n g  a b o u t  i t  i s  a good  s ign .  
I ' m  no t  s u r e  tha t  i t  i s n ' t  a good  s i g n  t h a t  no one  h a s  c o m e  up w i t h  the  
e x a c t  s o l u t i o n  f o r  i t ,  b e c a u s e  i f  you  c a m e  up wi th  the  e x a c t  s o l u t i o n ,  i t  
w o u l d  be a lo t  s i m p l e r  t han  i t  i s .  

Q U E S T I O N :  O n e  d i l e m m a  t h a t  k e e p s  c r o p p i n g  up in  m y  m i n d  i s  t h a t  
i f  y o u  u n d e r w r i t e  a l l  of  t h e s e  s o f t  l o a n s  on an  i n t e r n a t i o n a l  b a s i s ,  a s  
o t h e r  e c o n o m i e s  e m e r g e  on a p a y i n g  b a s i s ,  s u c h  a s  W e s t  G e r m a n y ,  we  
in  f a c t  a r e  in  c o m p e t i t i o n  w i t h  t h e i r  i n t e r n a t i o n a l  e c o n o m i c  l o a n s  tha t  
t h e y  w o u l d  l i k e  to m a k e ,  in  t ha t  we  w i l l  u n d e r c u t  t h e m  e v e r y  t i m e  b e -  
c a u s e  of the  s o f t  l o a n s  tha t  w e  m a k e  to t h o s e  c o u n t r i e s .  I d o n ' t  s e e  a n y  
end  to t h i s ,  b e c a u s e  o t h e r  c o u n t r i e s  a r e  go ing  to go to th i s  c h e a p e r  m a r k e t .  
I w o n d e r  i f  y o u  w o u l d  c o m m e n t  on t h a t  n e g a t i v e  q u e s t i o n .  

MR,  B E A L E :  T a k e  the  l o a n s  in  l o c a l  c u r r e n c y ,  f o r  e x a m p l e .  You  
h a v e  to r e a l i z e  t ha t  t h o s e  a r e  u s e f u l  o n l y  in  the  c o u n t r y  i t s e l f  a n d  t h a t  
t h e y  w i l l  n e v e r  e n t i r e l y  m e e t  the  p r o b l e m .  A l o a n  f r o m  P u b l i c  Law:480  s a l e s  
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p r o v i d e s  f o r  s e t t i n g  a s i d e  c e r t a i n  f u n d s  to be  u s e d  f o r  e c o n o m i c  d e -  
v e l o p m e n t .  B u t  t h o s e  f u n d s ,  s i n c e  t h e y  a r e  i n  l o c a l  c u r r e n c y ,  c o n -  
s t i t u t e  a d e m a n d  o n l y  on t he  r e s o u r c e s  of  t h a t  p a r t i c u l a r  c o u n t r y .  T h e r e  
i s  no  w a y  by  w h i c h ,  f o r  e x a m p l e ,  I n d i a  w i l l  be a b l e  to p r o d u c e  in  the  
f o r e s e e a b l e  f u t u r e  a l l  of  i t s  r e q u i r e m e n t s  i n  m a c h i n e r y - - t u r b i n e s  o r  
w h a t - h a v e - y o u .  T h e r e  m u s t  be d o l l a r  l o a n s .  T h e r e f o r e  I d o n ' t  t h i n k ,  
i f  I u n d e r s t a n d  y o u r  q u e s t i o n  c o r r e c t l y ,  t h a t  t h e r e  i s  a n y  d a n g e r  t h a t  
t he  s o f t  l o a n s  w i l l  c o m p l e t e l y  r e p l a c e  o r  c o m p l e t e l y  u n d e r c u t  t h e  f i e l d  
of  h a r d  l o a n s .  

Q U E S T I O N :  S i r ,  w o u l d  y o u  d i s c u s s  the  p o s s i b i l i t y  of  a n  i n t e r -  
A m e r i c a n  p a y m e n t s  u n i o n  s u c h  a s  t h e y  h a v e  in  E u r o p e ,  a n d  t he  a d v a n -  
t a g e s  a n d  d i s a d v a n t a g e s  o f  s u c h  a p a y m e n t s  u n i o n ?  

M R .  B E A L E :  I a m  s u r e  t h a t  i f  I d id ,  I w o u l d  m a k e  a n y  n u m b e r  
of  g r i e v o u s  m i s t a k e s  i n  t h e  p r o c e s s ,  b e c a u s e  I a m  n o t  a n  e x p e r t  on  
f i n a n c e .  B u t  I d o u b t  v e r y  m u c h  w h e t h e r  a p a y m e n t s  u n i o n  of  t h e  s o r t  
t h a t  y o u  h a v e  in  E u r o p e  w o u l d  be s u c c e s s f u l .  

Y o u  r e c a l l  t h a t  t he  E u r o p e a n  P a y m e n t s  U n i o n  d e p e n d e d  u p o n  t h e  r e -  
p a y m e n t  o f  a c e r t a i n  p e r c e n t a g e  in  d o l l a r s .  I t  w o u l d  p r o b a b l y  n o t  be  
p o s s i b l e  to e s t a b l i s h  a s y s t e m - - a t  l e a s t  t h a t  w o u l d  be m y  g u e s s - - a m o n g  
t h e  L a t i n  A m e r i c a n  c o u n t r i e s  w h e r e  y o u  w o u l d  h a v e  a s  h i g h  p e r c e n t a g e  
of  s e t t l e m e n t  i n  g o l d  o r  d o l l a r s  a s  y o u  d i d  in  t he  E u r o p e a n  o n e .  

I t  m i g h t  be  t h a t  y o u  c o u l d  e v o l v e  s o m e  d e v i c e  t h a t  w o u l d  m e e t  t h a t  
s i t u a t i o n ,  bu t  I t h i n k  t h a t  y o u  w o u l d  h a v e  to h a v e  a m u c h  h e a v i e r  u n d e r -  
w r i t i n g  by the  U n i t e d  S t a t e s  t h a n  w a s  i n v o l v e d  in  t h e  E u r o p e a n  P a y m e n t s  
U n i o n .  A s  I r e c a l l ,  w e  p u t  i n  o n l y  a b o u t  137 m i l l i o n  o r  s o m e t h i n g  l i k e  
t h a t .  I n  t h e  L a t i n  A m e r i c a n  c a s e  m y  g u e s s  i s  t h a t  i t  w o u l d  b e  m u c h  
l a r g e r .  B u t  i t ' s  a s u b j e c t  t h a t  I h a v e n ' t  r e a l l y  g o n e  i n t o .  So I a p o l o g i z e  
f o r  n o t  b e i n g  a b l e  to a n s w e r  i n  d e t a i l .  

Q U E S T I O N :  S i r ,  w e  h a v e  h a d  s e v e r a l  s p e a k e r s  i n t i m a t e ,  a n d  o n e  
c a m e  r i g h t  o u t  a n d  s t a t e d ,  t h a t  t he  R u s s i a n s  g e t  a l o t  m o r e  m i l e a g e  o u t  
o f  t h e i r  a i d  t h r o u g h  v e r y  s u c c e s s f u l  p r o p a g a n d a ,  i f  y o u  w i l l .  Do y o u  
t h i n k  t h i s  i s  t r u e  ? A r e  w e  g o i n g  to go a b o u t  p u b l i c i z i n g  to  t he  p e o p l e  
t h a t  we  h a v e  p u t  i n  a g e n e r a t o r  t h a t  t h e y  w i l l  n e v e r  s e e  ? A r e  we  t r y i n g  
to m a k e  a m o r e  p o s i t i v e  a p p r o a c h  to g e t t i n g  t h o s e  p e o p l e  t h a t  we  a r e  
g i v i n g  t h e s e  t h i n g s  to  to  k n o w  w h a t  w e  a r e  d o i n g ?  

M R .  B E A L E :  W e l l ,  I t h i n k  t h e  p e o p l e  w h o  s a y  t h a t  t h e y  a r e  m o r e  
s u c c e s s f u l  h a v e  a p o i n t .  No  R u s s i a n  h a s  p u t  o u t  a n y t h i n g  the  e q u i v a l e n t  
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of " T h e  U g l y  A m e r i c a n .  " T h a t ' s  o n e  c o n t r i b u t i o n  t h a t  w e ' v e  m a d e  to  
a n  u n d e r s t a n d i n g  of  o u r  a i d  p r o g r a m .  

A s  f a r  a s  t h e  R u s s i a n s  a r e  c o n c e r n e d ,  t h e y  h a v e  c o n c e n t r a t e d  
t h e i r  a i d  o n  a f e w  c o u n t r i e s ;  a n d ,  a s  y o u  w e l l  k n o w ,  w h e n  y o u  c o n c e n -  
t r a t e  on  a t a r g e t ,  i t ' s  m u c h  e a s i e r  to  h i t  i t  e f f e c t i v e l y .  

In  a d d i t i o n ,  t h e y  a r e  p r e p a r e d  to  m a k e  l o a n s  f o r  p u r e l y  p o l i t i c a l  
p u r p o s e s  a n d  w i t h o u t  m u c h  r e g a r d  to  w h e t h e r  in  f a c t  t h e y  a r e  c o n s t r u c -  
t i v e  e f f o r t s .  T r u e ,  t h e  s t e e l  m i l l  in  I n d i a  is  b a s i c a l l y  a c o n s t r u c t i v e  
e f f o r t  a n d  p e r h a p s  t h e  r o a d  in  K a b u l  t h a t  g e t s  s o  m u c h  a t t e n t i o n  c a n  
a l s o  be  r e g a r d e d  a s  a c o n s t r u c t i v e  e f f o r t .  B u t  t h a t ' s  n o t  t h e  p r i m a r y  
p u r p o s e  o f  i t .  N o r  a r e  t h e y  t r y i n g  to  u n d e r p i n  o r  e s t a b l i s h  a n  e c o n o m y  
on  a s o u n d  b a s i s .  

T h e r e  i s  a n o t h e r  a d v a n t a g e  t h a t  t h e y  h a v e ,  t o  m y  m i n d ,  a n d  t h a t  i s  
t h a t  w h a t e v e r  t h e y  do  i s  v e r y  e f f e c t i v e l y  p u b l i c i z e d  w i t h i n  t h e  U n i t e d  
S t a t e s  b y  t h e  A m e r i c a n  p r e s s .  T h i s  m a y  b e  a g o o d  t r i c k ,  b u t ,  n e v e r -  
t h e l e s s ,  i t  g e t s  a l i t t l e  m o r e  a t t e n t i o n .  No  o n e ,  f o r  e x a m p l e ,  s e e m s  
to  m a k e  m u c h  of  a p o i n t  t h a t  t h e  R u s s i a n s  a b r o a d  h a n g  t o g e t h e r  in  t h e i r  
small communities. 

T h e r e  i s  a lo t  s a i d  a b o u t  t h e  R u s s i a n s  b e i n g  a b l e  t o  s p e a k  t h e  l a n -  
g u a g e  of  t h e  c o u n t r y ;  b u t ,  i f  y o u  w a n t  to  e x p l a i n  a n y t h i n g  t o  t h e  i n h a b i t -  
a n t s ,  t h i s  i s  a v e r y  u s e f u l  f u n c t i o n .  H o w  m a n y  of  y o u  m e e t  R u s s i a n s  in  
t h e  U n i t e d  S t a t e s ,  w h i c h ,  g o o d n e s s  k n o w s ,  i s  a p l a c e  w h e r e  t h e y  c a n  
m o v e  q u i t e  f r e e l y ?  A s  I u n d e r s t a n d  i t ,  t h e y  k e e p  p r e t t y  s e l e c t i v e l y  to  
t h e m s e l v e s .  A n d  t h e y  a r e  n o t  a t  a l l  h a p p y  a b o u t  b e i n g  t h e r e ,  i f  m y  
u n d e r s t a n d i n g  of  s u c h  p l a c e s  a s ,  f o r  e x a m p l e ,  I n d i a  i s  c o r r e c t .  

So t h a t  I w o u l d  s a y  t h a t  t h e y  h a v e  a d v a n t a g e s ;  b u t  t h a t  i f  w e ' r e  a l -  
l o w e d  t h e  l o n g  r u n ,  o u r  c h a n c e s  o f  d e m o n s t r a t i n g  i t  a r e  b e t t e r  in  t h e  
l o n g  r u n  t h a n  t h e i r s  a r e .  I t h i n k  t h a t  10 y e a r s  f r o m  n o w  o u r  p r o g r a m  
w i l l  h a v e  s t o o d  up  b e t t e r  a n d  w i l l  s t a n d  s c r u t i n y  m o r e  t h a n  t h e i r s .  

Q U E S T I O N :  O n  15 J a n u a r y ,  M r .  D i l l o n ,  in  a s p e e c h  t o  t h e  F o u n d a -  
t i o n  f o r  R e l i g i o u s  A c t i o n  s a i d ,  in  r e g a r d  to  t h e  p e o p l e  of  t h e  M i d d l e  E a s t  
a n d  A f r i c a  a n d  L a t i n  A m e r i c a ,  t h a t  t h e  n e e d  f o r  h e l p i n g  t h e s e  p e o p l e  f o r -  
w a r d  on  t h e  r o a d  to  e c o n o m i c  p r o g r e s s  w o u l d  c o n f r o n t  us  e v e n  i f  c o m m u -  
n i s m  a n d  t h e  S i n o - S o v i e t  b l o c  d id  n o t  e x i s t .  On  t h e  o t h e r  h a n d ,  C o n g r e s s  
a p p r o p r i a t e s  m o n e y ,  i t  s e e m s  to  m e ,  b a s e d  on  t h e  c o n t r i b u t i o n  t h a t  w e  
c a n  e x p e c t  f r o m  t h e s e  r e c i p i e n t s ,  w h i c h  m a k e s  i t  h a r d  on  o u r  l i t t l e  
b r o t h e r s  a n d  on  s o m e  of  t h e  e d u c a t i o n a l  p r o g r a m s .  W h a t ,  M r .  B e a l e ,  i s  
o u r  n a t i o n a l  p o l i c y  in  r e g a r d  to  t h e  q u e s t i o n ,  " W h y  f o r e i g n  a i d ? "  
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MR. B E A L E :  One th ing  is  th is :  Bo th  M r .  Di l lon  and the Con-  
g r e s s  a r e  r i g h t  in t h e i r  r e s p e c t i v e  w a y s .  Our  p r o g r a m  is  d e s i g n e d  
to a c h i e v e  the o b j e c t i v e .  If the C o n g r e s s  i s  unwi l l i ng  to a c c e p t  the i d e a  
tha t  we shou ld  c a r r y  out  t h e s e  p r o g r a m s  b e c a u s e  t h e r e  is a b a s i c  n e e d  
in t h e s e  c o u n t r i e s ,  r a t h e r  than b e c a u s e  t h e r e  is  a Sovie t  t h r e a t  o r  be-  
c a u s e  t h e r e  i s  s o m e t h i n g  that  the p a r t i c u l a r  c o u n t r y  m i g h t  be ab le  to 
o f f e r  in  the way  of s u p p o r t  in th is  w o r l d ,  as  I s ay ,  if they  c o n s i d e r  tha t  
t hose  a r e  the b a s i c  a r g u m e n t s ,  we bow to our  m a s t e r s  the C o n g r e s s .  
Bu t  I th ink i t  does  not  in any way  d e t r a c t  f r o m  the v a l i d i t y  of the s t a t e -  
m e n t  tha t  M r .  Di l lon  m a d e  in  that  s p e e c h  and wh ich ,  as  you know,  h a s  
r e c e i v e d  c o n s i d e r a b l e  a c c l a i m  t h r o u g h o u t  the c o u n t r y .  As a m a t t e r  of 
f ac t ,  s o m e  of the M e m b e r s  of C o n g r e s s  have  been  s t u d y i n g  in the c u r r e n t  

h e a r i n g  the h u m a n i t a r i a n  s ide .  

M o r e o v e r ,  the C o m m i t t e e  on F o r e i g n  Aid, w h i c h  put  i t s  r e p o r t  out  
th is  M onday ,  and  w h i c h  is  a g a i n s t  f o r e i g n  a i d ,  c o m e s  down in the end  
to the c o n c l u s i o n  that  r e a l l y  we shou ld  base  o u r  p r o g r a m s  on the h u m a n i -  
t a r i a n  s i d e .  P e r s o n a l l y ,  if I m a y  s a y  so ,  I th ink they a d v a n c e d  that  
a r g u m e n t  l a r g e l y  b e c a u s e  they thought  i t  would  de fea t  the f o r e i g n  a id  
p r o g r a m  and not  b e c a u s e  they thought  i t  wou ld  a s s i s t  it .  

QUESTION:  S i r ,  th ink ing  about  a id  t h rough  al l  this  e c o n o m i c  p r o c -  
e s s  and the v a r i o u s  th ings  we have  e s t a b l i s h e d  and h e l p e d  to e s t a b l i s h ,  
p a r t i c u l a r l y  d e a l i n g  wi th  u n d e r d e v e l o p e d  c o u n t r i e s ,  l e a d s  to the ques t i on :  
I s n ' t  one of ou r  m a j o r  p r o b l e m s  the i n t e r n a l  p o l i t i c s ,  you  m i g h t  s ay ,  o r  
p o l i t i c a l  e s t a b l i s h m e n t  in  t he se  c o u n t r i e s ?  My q u e s t i o n  i s ,  What  a r e  we 
do ing  and wha t  c a n  we do to b r i n g  about  p o l i t i c a l  s t a b i l i t y  that  w i l l  a l low 

an e c o n o m i c  d e v e l o p m e n t  to take  p l a c e  ? 

MR. B E A L E :  I be long  to the s c h o o l  of thought  that  c o n s i d e r s  tha t  
m o s t  p o l i t i c a l  th ings  have  an e c o n o m i c  b a s i s .  I a r r i v e  at  i t  t h r o u g h  a 
n u m b e r  of w a y s ,  i n c l u d i n g ,  of c o u r s e ,  b a s i c  p r e j u d i c e s .  But ,  as  I l i s t e n  
to the d i s c u s s i o n s  at  the S e c r e t a r y ' s  s taf f  m e e t i n g s ,  and  h e a r  m y  co l -  
l e a g u e s  who a r e  in  c h a r g e  of the s o - c a l l e d  p o l i t i c a l  s i d e s  of the q u e s t i o n  
b r i n g  up t h e i r  p r o b l e m s ,  I a m  i n t e r e s t e d  to d i s c o v e r  that ,  if  the d i s c u s -  
s i o n  goes  on long  enough ,  t h e r e  is  u s u a l l y  an e c o n o m i c  e l e m e n t  in i t  
s o m e w h e r e .  T h e r e f o r e  I wou ld  f e e l  that  you have  to have  e c o n o m i c  s t a -  
b i l i ty  b e f o r e  you  wi l l  have  p o l i t i c a l  s t ab i l i t y .  

I think that  p o l i t i c a l  s t a b i l i t y  w i l l  be a c h i e v e d  a l s o  in  the p r o c e s s  of 
e d u c a t i o n .  P a r t  of ou r  p r o g r a m ,  t h e r e f o r e ,  i s  d i r e c t e d  at  tha t  e l e m e n t  
of the body po l i t i c ,  if you  wan t  to c a l l  it  that .  It  i s  p o s s i b l e  tha t  we w i l l  
a c h i e v e  g r e a t e r  r e s u l t s  t h r o u g h  the e d u c a t i o n a l  p r o g r a m  fo r  the f u t u r e  

21 



. ¢ - ~  - ,  

, L ~ 

t h a n  we  w i l l  a c h i e v e  by p e r h a p s  the  e s t a b l i s h m e n t  o f  a d a m ,  a l t h o u g h  
I w o u l d  c o n s i d e r  a l s o  t h a t  the  d a m  w a s  e s s e n t i a l  a n d  h a d  to go i n  e q u a l  
s t e p s  w i t h  t he  e d u c a t i o n a l  p r o c e s s .  

T h e s e  F u l b r i g h t  f u n d s  a n d  the  f u n d s  t h a t  a r e  b e i n g  s e t  a s i d e  u n d e r  
P u b l i c  L a w  480  f o r  e d u c a t i o n a l  p u r p o s e s  I t h i n k  a r e  g o i n g  to h a v e  t h e i r  
t r e m e n d o u s  l o n g - r a n g e  i m p a c t .  I w o u l d  a s s u m e  t h a t  y o u  w i l l  a c h i e v e  
y o u r  p o l i t i c a l  s t a b i l i t y  t h r o u g h  t h a t  e d u c a t i o n a l  p r o c e s s .  

Q U E S T I O N :  M r .  B e a l e ,  we  h a v e  h e a r d  t h a t  t he  r e p o r t  t h a t  M i k o y a n  
t o o k  b a c k  to R u s s i a  p e r h a p s  m i s t a k e n l y  c o n c l u d e d  t h a t  t h i s  c o u n t r y  w a s  
n o t  s o l i d l y  b e h i n d  f o r e i g n  p o l i c y  a s  m a d e  in  W a s h i n g t o n .  C o u l d  y o u  
e l u c i d a t e  a l i t t l e  on  t h i s  r e p o r t  a n d  w h e t h e r  o r  n o t  i t  i s  a c c u r a t e ?  

M R .  B E A L E :  I w a s  p r e s e n t  a t  t he  d i s c u s s i o n  t h a t  M r .  D i l l o n  h a d  
w i t h  M r .  M i k o y a n  a n d  i t  w a s  an  e x t r e m e l y  i n t e r e s t i n g  o n e .  A s  h e  l e f t  
t he  d i s c u s s i o n ,  a s  y o u  k n o w ,  h i s  s u m m a r y  r e m a r k  f o r  the  b e n e f i t  of  t he  
p r e s s  w a s  t h a t  t he  c o l d  w a r  w a s  s t i l l  g o i n g  on  in  the  S t a t e  D e p a r t m e n t .  
T h i s  i s  t he  d i s t i n c t i o n  b e t w e e n  " i n "  a n d  " w i t h .  " 

I t h i n k  i t  w a s  q u i t e  c l e a r l y  h i s  i n t e n t  to t r y  to  c r e a t e  t h e  i m p r e s s i o n  
of  a d i v i s i o n  b e t w e e n  the  b u s i n e s s  c o m m u n i t y  a n d  the  G o v e r n m e n t .  He  
d i d  i t  in  o t h e r  a r e a s  t h a n  i n  the  e c o n o m i c .  

I t h i n k  t h a t  t he  p e o p l e  w h o  w e l c o m e d  h i m ,  i n  q u o t e s ,  f e l l  i n t o  s e v e r a l  
c a t e g o r i e s .  Y o u  h a d  s o m e  of  t he  o b v i o u s  p e o p l e  w h o  s o u g h t  o u t  t he  o p p o r -  
t u n i t y  to e n t e r t a i n  M r .  M i k o y a n .  T h o s e  w e r e  r e l a t i v e l y  f e w .  In  o t h e r  
c a s e s  the  R u s s i a n s  t h e m s e l v e s  s o u g h t  o u t  t he  o p p o r t u n i t i e s .  

F o r  e x a m p l e ,  i n  one  c i t y  t he  s t a t e m e n t  h a d  b e e n  m a d e  s e v e r a l  m o n t h s  
p r e v i o u s l y  t h a t  t h e y  w e l c o m e d  o p p o r t u n i t i e s  to h e a r  f r o m  f o r e i g n  v i s i t o r s .  
A n d  s o  one  b r i g h t  m o r n i n g  a guy  o u t  in  t h a t  p a r t  of  the  w o r l d  p i c k e d  up  t he  
t e l e p h o n e  to d i s c o v e r  t h a t  t he  R u s s i a n  A m b a s s a d o r  w a s  on  t he  t e l e p h o n e  
s a y i n g ,  " I s  t h a t  i n v i t a t i o n  s t i l l  o p e n ? "  a n d  he  s a i d ,  " W e l l ,  y e s .  " " W e l l ,  
w e  h a v e  a f o r e i g n  v i s i t o r  n a m e d  M i k o y a n .  A r e  y o u  w i l l i n g  to h a v e  h i m  
s p e a k ? "  A n d  s o  he  r e a c h e d  f o r  the  o t h e r  t e l e p h o n e  to f i n d  o u t  w h a t  t h i s  
w a s  a l l  a b o u t .  

T h e n  w h e n  t h e y  m e t  M i k o y a n ,  t h e y  a c t e d ,  I b e l i e v e ,  a s  n o r m a l  
A m e r i c a n s .  T h e y  w e r e  a s  c u r i o u s  a s  c o u l d  be .  I ' m  q u i t e  s u r e  t h a t  a n y  
one  of  y o u ,  if  y o u  h a d  b e e n  o f f e r e d  the  o p p o r t u n i t y  to s i t  i n  on  a c o n v e r s a -  
t i o n  w i t h  M r .  M i k o y a n ,  w o u l d  h a v e  g o n e  j u s t  o u t  of  p u r e  c u r i o s i t y .  I 
t h i n k  m o s t  p e o p l e  w h o  a t t e n d e d  t h o s e  l u n c h e o n s  a n d  b a n q u e t s  a n d  s o  f o r t h  
d i d  s o  in  l a r g e  p a r t  o u t  of  c u r i o s i t y .  A n d  w h e n  t h e y  d id ,  t h e y  w e r e  n o t  
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r u d e ;  they  i n d i c a t e d  an i n t e r e s t .  T h e y  had  b e e n  to ld  by the P r e s i d e n t ' s  
l e t t e r  tha t  the  U n i t e d  S ta te s  f a v o r e d  an e x p a n s i o n  of t r a d e .  T h e y  w e r e  
w i l l i ng  to l i s t e n  to w h a t e v e r  he  had  to say .  

T h e n  I th ink that  a f t e r  he  lef t ,  they  s o r t  of c o o l e d  off. You know, 
we h a v e n ' t  had  m a n y  i n q u i r i e s  s i n c e  the M i k o y a n  v i s i t .  We h a v e n ' t  h ad  
any s o r t  of a g g r e s s i v e  i n q u i r i e s  l ike ,  "What  a r e  you guys do ing  about  
th i s  t h i n g ? "  T h e r e  has  b e e n  none  of the p r e s s u r e  to m o v e  in  th i s  a r e a .  
T h e r e f o r e  I donl t  th ink that  they w e r e  at a l l  t a k e n  in  by Mr .  M i k o y a n ' s  
v e r y  c l e v e r  and  sub t l e  mind .  

B a s i c a l l y ,  you know, h i s  a p p r o a c h  was  a qui te  s i m p l e  one.  "We 
would  l ike  to s e e  an e x p a n s i o n  of t r a d e  b e t w e e n  the  U n i t e d  S t a t e s  and  the  
Sov ie t  Union.  Al l  you  have  to do i s  to l e n d  us the  m o n e y  and t h e n  w e ' l l  
t r a d e  with y o u . "  Mr .  I~illon i n d i c a t e d  that  that  was  not  the  b a s i s  on 
wh ich  an  e x p a n s i o n  of t r a d e  would  t ake  p l ace .  He s a i d  that  the  o p p o r -  
t un i t i e s  e x i s t e d  fo r  t r a d e  now, on the  b a s i s  of the  e x p o r t s  to the  U n i t e d  
S ta tes  that  t hey  have  m a d e .  T h e i r  e a r n i n g s  e x c e e d  what  we h a v e  b e e n  
s e l l i n g  t h e m ,  and  t h e r e f o r e  he  thought  that  was  the  b a s i s  f r o m  w h i c h  to 
s t a r t  and  then  we would  go on f r o m  t h e r e .  But  that  was  not  Mr .  M i k o y a n l s  
a p p r o a c h  to it .  

CAPTAIN BURKY: G e n t l e m e n  and  Lady:  E v e n  though ou r  s p e a k e r  
i s  s t i l l  f r e s h ,  I s e e  that  ou r  t i m e  i s  exhaus t ed .  So w e l l l  h a v e  no t i m e  
f o r  f u r t h e r  q u e s t i o n s .  

Mr .  B e a l e ,  I know that  th is  c l e a r  p r e s e n t a t i o n  that  you have  g iven  
us of ou r  f o r e i g n  e c o n o m i c  po l i cy  i s  going to be a g r e a t  he lp  to an u n d e r -  
s t a n d i n g  of ou r  s u b j e c t  h e r e .  On beha l f  of the  C o m m a n d a n t  and  the  
e n t i r e  C o l l e g e ,  I want  to thank  you v e r y  m u c h  fo r  c o m i n g  down and  g iv ing  
us th i s  p r e s e n t a t i o n .  

(14 May 1959- -4 ,  1 5 0 ) B / e n / d e  
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