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ECONOMIC STRENGTH AND NATIONAL P O W E R  

21 M a r c h  1960 

COL.  KLEIN:  G e n e r a l  Mundy, G e n e r a l  Houseman ,  L a d i e s ,  and 

G e n t l e m e n :  S e v e r a l  y e a r s  ago, 27 to be exac t ,  when I was  an a s p i r i n g  

f ly ing  cadet ,  I found i t  exped ien t  one m o r n i n g  to leap  ove r  the s ide  of 

an a i r p l a n e  and  come down to old Mothe r  E a r t h  in  a p a r a c h u t e .  F o r t u -  

na t e ly ,  I l anded  in  a p lowed f ie ld .  I g u e s s  i t  would be a l i t t l e  m o r e  a c c u -  

r a t e  and d e s c r i p t i v e  to s a y  tha t  I l anded  in  about  f o r t y  a c r e s  of p lowed 

f u r r o w s ,  which  I knocked  the tops off be fore  the wind s topped  d ragg ing  

m e ,  and I a l m o s t  s t a r t e d  p lowing the back  f o r t y  be fo r e  I got  s l owed  down. 

But  a f t e r  I got down sa f e ly ,  I g a t h e r e d  up m y  canopy  and a l l  m y  s h r o u d  

l i ne s  and h a r n e s s  and e v e r y t h i n g  and he ld  t hem in m y  a r m s  and s t a r t e d  

down the lane  t o w a r d  the f a r m h o u s e  w h e r e  the f a r m e r  l ived .  It  was  obv ious -  

ly  w h e r e  the f a r m e r  Lived. It  s tood  on the f a r m  w h e r e  I had landed .  

About a hund red  fee t  f r o m  the house  I m e t  th i s  f a r m e r .  He was  

not  n e a r l y  a s  s u r p r i s e d  as  he was  puzz led .  He d idn ' t  have  v i s i t o r s  l ike 

th i s  coming  down wi th  a v e r t i c a l  e n v e l o p m e n t  e v e r y  day, but  he m a n a g e d  

to con ta in  h i s  s u r p r i s e .  But  he was  c e r t a i n l y  puzz led ,  and f i n a l l y  i t  

c a m e  out.  He sa id :  " T h e r e . s  one th ing  I donVt u n d e r s t a n d .  A f t e r  you 

dec ide  tha t  i t t s  t i m e  to go ove r  the s i de  of an a i r p l a n e ,  how in the w o r l d  

do you m a n a g e  to ge t  aU tha t  s tu f f  and s t r i n g  on wi thout  ge t t i ng  i t  a l l  

t ang led  up?  w He sa id :  " I t  m u s t  take an awful  lot  of p r a c t i c e . "  

Wel l ,  g e n t l e m e n ,  I suppose  tha t  s o m e  of you th ink  youVve r e c e i v e d  



a lo t  of " s t r i n g  a n d  s t u f l  s' in  the  p r e v i o u s  u n i t s  of t h i s  c o u r s e ,  and  t h a t  

y o u ' r e  h a v i n g  a Little d i f f i c u l t y  to k e e p  i t  f r o m  g e t t i n g  a l l  t a n g l e d  up.  

In t h i s  s t u d y  t n a t  w e ' r e  s t a r t i n g  today ,  the  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  Uni t ,  we a r e  go ing  to t r y  to s o r t  s o m e  *hings  

ou t  and  s e e  i f  we c a n ' t  pu t  t h e m  t o g e t h e r  in  s o m e  k i n d  of o r d e r l y  f a s h i o n  

and  m a k e  s o m e t h i n g  r e a l l y  u s e f u l  out  of t h e m .  

The  p r e v i o u s  u n i t s  oz s t u d y  t ha t  y o u ' v e  b e e n  t h r o u g h  h a v e  s e r v e d  

r e a l i y  a s  s t e p p i n g  s t o n e s ,  eac• one  in  m r n  to the  n e x t  un i t .  Ann  now h a s  

c o m e  the t i m e  when  y o u ' r e  go ing  to ge t  a l i t t l e  p r a c t i c e  in  the a r t  of w e a v -  

i ng  who le  c lo th  out  of b i t s  and  p i e c e s  of s t r i n g  a n d  s tuf f ,  so  to s p e a k .  

I ' m  a f r a i d  I m ~ e d  up a few m e t a p h o r s  t h e r e .  I t m  not  s u r e  how I 

go t  f r o m  s t e p p i n g  s t o n e s  to whoie  c~oth s o  q u i c k l y .  Bu t  t h a t t s  i t ,  g e n t i e -  

m e n .  Y o u t r e  go ing  to  ge t  a ~ittLe c h a n c e  now to put  s o m e  of t h e s e  t h i n g s  

t o g e t h e r  a n d  m a k e  s o m e  who le  c l o t n  out  of the  b i t s  a n n  p i e c e s  t h a t  you tv e  

h a d  i n d i v i d u a l l y .  

Of  c o u r s e ,  you'LL f ind  t h a t  t h i s  un i t  i s  j u s t  a n o t h e r  s t e p p i n g  s t o n e  

t o w a r d  the  F i n a l  P r o b l e m ,  w h i c h  i s ,  of c o u r s e ,  the l a s t  un i t  i n  the  s c h o o l  

y e a r .  Youf l l  g e t  f u l l y  i m m e r s e d  in  t h a t  once  you  ge t  back  f r o m  y o u r  i n t e r -  
n a t i o n a l  
/ o v e r s e a s  t r i p s .  

F o r  tt~e n e x t  m o n t ~  now we a r e  go ing  to be  a n a l y z i n g  the e c o n o m i e s  

of the  p r i n c i p a l  c o u n t r i e s  of the  w o r l d ,  and  t r y i n g  to a s s e s s  the  e c o n o m i c  

s t r e n g t h s  of the  two p o w e r  b l o c s  t h a t  e m e r g e d  f r o m  W o r l d  W a r  I I ; t ha t  

i s ,  the  C o m m u n i s t  b loc  of n a t i o n s  a s  t h i s  b loc  h a s  e v o l v e d  s i n c e  the  w a r ,  

a n d  the  f r e e  w o r l d  a l l i e s .  



We wi l l  s e t  out  in  the  hope  tha t  we wi l t  be  ab l e  to f o r m  s o m e  f a i r l y  

d e f i n i t e  c o n c l u s i o n s  as  to the 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 -  

fLict of  the  f r e e  w o r l d  a l l i e s .  And  t h e n  w e ' l l  wan t  to do the  s a m e  th ing  

fo r  the  C o m m u n i s t  blocs and  o o m p a r e  the  c a p a b i l i t i e s  of  the  one c o a l i t i o n  

With t h o s e  of  the  o t h e r .  

Hav ing  s o r t  of  s i z e d  up the  s i t u a t i o n  in  th i s  f a sh ion ,  we w i l l  wan t  

to c o m e  up w i t h  s o m e  r e c o m m e n d a t i o n s  as  to wha t  a c t i o n  we t h i n k  the  

U n i t e d  S t a t e s  s h o u l d  t a k e  to i n c r e a s e  the  e c o n o m i c  c a p a b i l i t y  of the  f r e e  

w o r l d ,  the  w e s t e r n  c o a l i t i o n ,  to e n g a g e  in  i n t e r n a t i o n a l  c o n f l i c t  of  v a r i o u s  

f o r m s  and  d e g r e e s  of  i n t e n s i t y .  

By the  t e r m  " v a r i o u s  f o r m s  of c o n f l i c t "  of  c o u r s e ,  I m e a n  the  t h r e e  

c l a s s i c a l  c a s e s - - f i r s t  of  a l l ,  a p r o t r a c t e d  co£d w a r  c o n t i n u e d  fo r  an  

i n d e f i n i t e  p e r i o d ;  s e c e n d ,  

c o n c u r r e n t l y ;  and,  f ina l ly ,  

the limited war, or limited wars occurring 

the a11-out nuclear war where presumably 

bo th  s i d e s  w o u l d  De g o i n g  fo r  b r o k e .  

Now, w~en we a s s e s s  the  e c o n o m i c  c a p a b i l i t y  of  a n a t i o n  fo r  i n t e r -  

n a t i o n a l  conf l i c t ,  I b e l i e v e  i t  i s  v e r y  i m p o r t a n t  fo r  us  to r e c o g n i z e  the  

fac t  tha t  the  p l a i n l y  v i s i b l e ,  o n - t h e - s u r f a c e  p o w e r s  and  s t r e n g t h s  a r e  no t  

a l l  the  c a p a b i l i t i e s  tha t  we m u s t  c o n s i d e r .  T h e r e  a r e  o t h e r  a s s e t s  tha t  

c e r t a i n l y  m u s t  be c o n s i d e r e d .  T h e s e  a r e  u s u a l l y  n i d d e n .  It m a y  be,  

in  fact ,  t ha t  t h e s e  l a t e n t  c a p a b i l i t i e s  m i g h t  e a s i l y  speil the  d i f f e r e n c e  

b e t w e e n  s u d d e n  d e f e a t  and  e v e n t u a i  r e c o v e r y .  I t h ink  t h i s  i s  t r u e  in  a l l  

k i n d s  of  w a r s ,  p a r t i c u l a r l y  in  the  t h e r m o n u c l e a r  w a r .  

C e r t a i n l y  wha t  w o u l d  have  to be done,  o r  wha t  cou ld  be done ,  to 

3 



g e t  a na t ion  back  on i t s  feet  a f t e r  a t ho rough  n u c l e a r  pounding I suppose  

no one wi l l  e v e r  be a01e to p r e d i c t  wi th  a n y  r e a l l y  m e a n i n g f u l  d e g r e e  of 

a c c u r a c y .  But you can be c e r t a i n  tha t  ttKngs would have to be done 0y 

unor thodox  m e a n s ,  and a c c o r d i n g  to no c l e a r l y  def ined r u l e s  o r  p r i n -  

c ip l e s ,  and by or  t h rough  ad  hoc a g e n c i e s  or  i n s t i t u t i o n s  tha t  s i m p l y  wi l l  

not be in e x i s t e n c e  when the f i r s t  n u c l e a r  s t r i k e  o c c u r s ,  if  i t  e v e r  does .  

Al l  of t he se  unpred ic ta01e  th ings  tha t  would need  doing p r o m p t l y  

a f t e r  a n u c l e a r  a t t a ck  could and would get  done only  i f  t h e r e  i s  th i s  l a t en t  

power ,  th i s  h idden r e s o u r c e ,  h idden s t r e n g t h ,  tha t  Lies benea th  the s u r -  

f a c e - - a  power  or  capat~iLity which  can be c a l l e d  into be ing  the i n s t a n t  

the na t i ona l  f ab r i c  s t a r t s  to come a p a r t  a t  the s e a m s .  

I p e r s o n a l l y  beLieve tha t  i t  would be only  a na t ion t s  r e s e r v e  s t r e n g t h  of 

t h i s  kind,  i t s  s t a m i n a ,  i t s  t ougnness ,  and i t s  i m r d n e s s  and  r e s o u r c e f u l n e s s ,  

tha t  would s ee  i t  t h rough  a c r i s i s  of th i s  k ind.  

Now, t h e s e  h idden s t r e n g t h s ,  a d m i t t e d l y ,  a r e  a t  be s t  s o m e w h a t  

h a r d  to m e a s u r e  and even  h a r d  to def ine .  But  I th ink  t hey  a r e  m e a s u r e d  

in  t e r m s  of such  t ~ n g s  a s  f l ex i0 i l i t y ,  c o n v e r t i b i l i t y ,  v e r s a t i l i t y ,  adap t -  

ab i l i ty ,  r e s i l i e n c y ,  and such  th ings  as ,  I suppose ,  p la in  old guts  on the 

p a r t  of the people  to c a r r y  on even  though the wor ld  m i g h t  s e e m  to be 

c o l l a p s i n g  a l l  about  t hem.  

So, in  m a k i n g  you r  s tudy,  gen t l emen ,  aga in  I say ,  i t ' s  v e r y  i m p o r -  

tan t  that  you t r y  to d e t e r m i n e  the n a t u r e  and amoun t  of th i s  e conomic  

r e s i l i e n c y  in  the c o u n t r i e s  tha t  you s u r v e y .  Th i s  i s  p a r t i c u l a r l y  t r ue  in  

c o m i n g  up wi th  you r  o v e r a l l  a s s e s s m e n t  of the s t r e n g t h s  of the two power  
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b locs .  

Somet imes I th ink  you can tack le  a p rob lem m o r e  p r o f i t a b l y  by a 

c i r c u i t o u s  r o u t e  r a t h e r  t h a n  by m a k i n g  a f r o n t a l ,  h e a d - o n  a s s a u l t .  One 

p r e t t y  good  way,  I th ink ,  to a s s e s s  s t r e n g t h  i s  to m e a s u r e  w e a k n e s s ,  i f  
m o r e  

you can .  I t h ink  w e a k n e s s e s  a r e  u s u a l l y A a p p a r e n t  , o r  p e r h a p s  I s h o u l d  

s a y  t h e y  a r e  m o r e  e a s i l y  r e c o g n i z e d  and  a r e  m o r e  a s s e s s a b l e ,  t han  a r e  

d y n a m i c  s t r e n g t h s .  

Now, i f  the  o v e r a l l  s t r e n g t h  of  an  e c o n o m y  i s  to be a c c u r a t e l y  

a s s e s s e d ,  of  c o u r s e  a l l  of  i t s  e l e m e n t s  m u s t  be fu l ly  i n t e g r a t e d  in to  one  

s i n g l e  p o w e r  p a c k a g e .  The  s t r e n g t h  of  t h i s  p a c k a g e ,  of  c o u r s e ,  i s  no 

g r e a t e r  than  the  s t r e n g t h  of  the w e a k e s t  l i nk  o r  bond  o r  e l e m e n t  w h i c h  

h o l d s  y o u r  w h o l e  p a c k a g e  t o g e t h e r .  

Can  you f ind  the  w e a k e s t  l i nk  in  ou r  own e c o n o m y ,  s a y ?  Or  can  

you f ind  the  w e a k e s t  l i nk  in  the  C o m m u n i s t  e c o n o m i e s  ? Do e i t h e r  of 

t h e m  have  a c r i t i c a l  w e a k n e s s ,  a s o - c a l l e d  A c h i l l e s '  hee l ,  tha t  m i g h t  

m a k e  i t  i m p o s s i b l e  fo r  t h e m  to s u r v i v e  a p r o t r a c t e d  c o l d  war ,  o r  d ig  

out a n d  r e c o v e r  f r o m  the  e f f e c t s  of a s u d d e n  a l l - o u t  n u c l e a r  w a r ?  

Wha t  a r e  the  t h i n g s  tha t  we s h o u l d  De do ing  to e l i m i n a t e  any  s u c h  

w e a k n e s s  a s  t h e s e  t h a t  we m a y  f ind,  so  a s  to m a x i m i z e  the p r o b a b i l i t y  

of o u r  s u r v i v a l  no m a t t e r  wha t  fa te  m a y  h a v e  in  s t o r e  fo r  us  a s  we l ive  

d a n g e r o u s l y  on f r o m  y e a r  to y e a r ?  

The  p r o b l e m ,  g e n t l e m e n ,  i s  to d e t e r m i n e  how b e s t  to e m p l o y  ou r  

r e s o u r c e s ,  a n d  u t i l i z e  o u r  t i m e ,  to the  g r e a t e s t  p o s s i b l e  a d v a n t a g e  b e f o r e  

we a r e  s e r i o u s l y  h u r t .  And  s o m e b o d y  ha s  to th ink ,  and  r e t h i n k ,  and  
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think again ,  and keep  on thinking about  t he se  th ings .  And, gen t l emen ,  

in b r i e f  t~at  i s  exac t l y  what  this  unit  of s tudy  is  a l l  about .  

In s tudying  the e c o n o m i e s  of the v a r i o u s  coun t r i e s ,  of c o u r s e ,  you 

wil l  be looking into suc~  th ings  as  g r o s s  na t iona l  p roduc t ;  the p a t t e r n s  

of t r ade ,  both domes t i c  and fore ign ;  na t iona l  income;  f inanc ia l  s t ab i l i ty ;  

ba l ance  of p a y m e n t s  pos i t ions ;  and o the r  things which a r e  a l m o s t  e n t i r e l y  

economic  in n a t u r e .  But b y  ana lyz ing  these  p u r e l y  economic  f a c t o r s  

in jus t  plain,  cold, economic  t e r m s ,  and tak ing  no account ,  o r  v e r y  l i t t le  

account, of the human and natural resources, the political stability, the 

national aspirations, the cultural and social patterns, strategic location, 

and other such things--ignoring these latter factors is sure to make 

your study fairly usele~. I can assure you. 

While we want to concentrate primarily on the economic forces at 

work in the various countries, we must be sure that we give ample consid- 

eration to all of these other factors that may have a very definite bearing 

on what we are really trying to assess and measure. 

As an example, you will probably determine that certain countries 

are significant to us and we are interested in them almost entirely because 

of their geographic or strategic location; that their economies, as such, 

mean very little or practically nothing to us. In fact, from a purely 

economic standpoint they might even be a definite liability, that is, as a 

member of our coalition. Yet these same countries might be very vital 

to us because they are in a position to afford us military base rights 

without which we would find it most difficult to maintain a truly effective 
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d e t e r r e n t  c a p a b i l i t y .  

F r o m  an  e c o n o m i c  s t a n d p o i n t  a c o u n t r y  l ike  th is  wou ld  c e r t a i n l y  

be a l i a b i l i t y  to us  i f  we had  to s u p p o r t  i t s  e c o n o m y  f i n a n c i a l l y  to  k e e p  i t  

p o l i t i c a l l y  a l i g n e d  wi th  us ,  b e c a u s e  th i s  wou ld  ac t  a s  a d ra in ,  o r  a t  l e a s t  

as  an  a d d i t i o n a l  s t r a i n ,  on ou r  own e c o n o m i c  r e s o u r c e s .  

And  th i s  d r a in ,  of  c o u r s e ,  wou ld  have  to be  r e c k o n e d  wi th  in  ou r  

a n a l y s i s  of the o v e r a l l  e o o n o m i c  r e s o u r c e s  a n d  the c a p a b i l i t y  of the  f r e e  

w o r l d  to e n g a g e  in w a r f a r e .  You cou ld  say ,  I th ink,  tha t  th i s  wou ld  be 

an e x a m p l e  of  a m i l i t a r y  r e q u i r e m e n t ,  a f f e c t e d  o r  i n f l u e n c e d  by p o l i t i c a l  

c o n s i d e r a t i o n s ,  and  h a v i n g  e c o n o m i c  i m p l i c a t i o n s  tha t  wou ld  have  t o  be 

c o n s i d e r e d  and  e n t e r e d  s o m e w h e r e  c e r t a i n l y  on y o u r  h y p o t h e t i c a l  b a l a n c e  

s h e e t  of c o m p a r a t i v e  e c o n o m i c  c a p a b i l i t i e s .  

A n o t h e r  point :  Say you c o n c e n t r a t e  y o u r  s t u d y  on a s i n g l e  c o u n t r y ,  

l i ke  the  P h i l i p p i n e s ,  o r  say ,  A u s t r a l i a ,  and  you s e t  abou t  a s s e s s i n g  i t s  

e c o n o m i c  c a p a b i l i t y  to w a g e  w a r .  Wel l ,  you s t a r t  r e a d i n g  down in  y o u r  

the  
r e s e a r c h .  You r e a d  down one page ,  you l i ck  y o u r  t humb ,  t u r n  page  

o v e r ,  r e a d  ha l f  way  down the  n e x t  page ,  and,  g e n t l e m e n ,  y o u r  r e s e a r c h  

is  p r a c t i c a l l y  c o m p l e t e ,  b e c a u s e  any  c o u n t r y ,  a c t i n g  i n d i v i d u a l l y ,  a l l  a l one ,  

has  v e r y ,  v e r y  l i t t l e  c a p a b i l i t y  to wage  w a r ,  any  k i n d  of war ,  s t r i c t l y  

on i t s  own.  But ,  j u s t  the  s a m e ,  we c e r t a i n l y  s h o u l d  take  a look at  s u c h  

c o u n t r i e s ,  b e c a u s e  t h e i r  a b s e n c e  o r  p r e s e n c e  on o u r  b a l a n c e  s h e e t  m i g h t  

m a k e  a t r e m e n d o u s  a m o u n t  of  d i f f e r e n c e  in  d e t e r m i n i n g  the  e c o n o m i c  

capabiLi ty  of  the  f r e e  w o r l d  a l l i e s  w h e n  c o n s i d e r e d  as  a b loc .  The t r u e  

s i g n i f i c a n c e  o r  i m p o r t a n c e  of t h e s e  c o u n t r i e s  m i g h t  
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be out of a l l  p r o p o r t i o n  to t h e i r  s i ze  o r  e conomic  s t a t u r e .  

L e t ' s  move  off down a n o t h e r  l i t t l e  lane h e r e  and see  i f  we can tu rn  

up s o m e t h i n g  tha t  migh t  be use fu l .  
v e r y  

Suppose you d e t e r m i n e  tha t  a coun t ry  does have a s t rong ,  we l l -  

ba lanced ,  and f lex ib le  economy,  i nd i ca t i ng  tha t  i t  has  a v e r y  c o n s i d e r a b l e  

e c o n o m i c  c a p a b i l i t y  for  war ;  and wi thout  any  ques t ion ,  i t  has  the m a t e r -  

i a l  s t r e n g t h  and c a p a b i l i t y  to wage war .  But what  about  the a t t i tudes ,  

i n c l i n a t i o n s ,  and t e m p e r a m e n t s  of the people  in this  c o u n t r y ?  Would they  

be wi l l ing  and d i sposed  to make  the n e c e s s a r y  p e r s o n a l  s a c r i f i c e s  to 

d ive r t  the c o u n t r y ' s  e conomic  r e s o u r c e s  into na t i ona l  s e c u r i t y  channe l s  

just 
i f  the s i t ua t i on  d e g e n e r a t e d  in to  a hot  w a r ?  Or  migh t  theytbe  i nc l i ned  

to say:  "Wel l ,  g en t l emen ,  l e t ' s  s i t  th i s  o u t ,  We have had e x p e r i e n c e  

in wa r s  be fo re ,  m!~ 'ng  up in the m e l e e .  Why don ' t  we jus t  take a cue 

f r o m  Swi t ze r l and  and  Sweden and s o m e  of these  o the r  c o u n t r i e s ,  which 

have so s u c c e s s f u l l y  s t a y e d  n e u t r a l ? "  

What  I 'm  ge t t ing  at he r e ,  gen t l emen ,  is  tha t  having  a c apab i l i t y  to 

wage war ,  and be ing  wi l l ing  or  d i sposed  to exp lo i t  that  c apab i l i t y  to the 

fu l l e s t  l i m i t  could be two quite  d i f f e ren t  th ings .  And in your  s tud ies ,  i f  

you a r e  of the opinion tha t  the capab i l i t y  any  p a r t i c u l a r  c o u n t r y  has  for  

engaging  in war  cannot  be counted  on to m a t e r i a l i z e  ful ly,  for  wha t eve r  

r e a s o n ,  then I th ink  c e r t a i n l y  a footnote  on you r  h y p o t h e t i c a l  ba l ance  s h e e t  

ca l l i ng  a t t en t i on  to this  i m p o r t a n t  r e s e r v a t i o n  would be n e c e s s a r y .  

How about  the human r e s o u r c e s  and the n a t u r a l  r e s o u r c e s ?  How 

about  the m a t e r i a l s  for  p roduc t ion ,  o r  the food supp ly?  How m u c h  should  
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the p e a c e t i m e  a p p a r e n t  c apab i l i t i e s  be d i scoun ted  to make  them p r a c t i c a l  

for  w a r t i m e  condi t ions ,  of c o u r s e  tak ing  in to  accoun t  the s e n s i t i v i t y  of 

the e c o n o m y  to pos s ib l e  s h o r t a g e s  of t he se  r e q u i r e m e n t s  ? 

You wi l l  a l s o  want  to look at  such  th ings  as  t r a n s p o r t a t i o n  s y s t e m s ;  

c o m m u n i c a t i o n s  ne tworks ;  the s ize ,  qual i ty ,  and o the r  c h a r a c t e r i s t i c s  

of the l abo r  fo rce ;  and  m a n y  o the r  f a c t o r s  tha t  have e i t h e r  a d i r e c t  o r  an 

i n d i r e c t  b e a r i n g  on a c o u n t r y ' s  ab i l i t y  to keep a w a r t i m e  e c o n o m y  func-  

t ion ing  e f f i c i en t l y  and  e f f ec t ive ly .  In facL p r a c t i c a l l y  e v e r y  p iece  of a 

n a t i o n ' s  I a b r i c ,  in  one way or  ano the r ,  has  a s i gn i f i can t  h e r r i n g  on the 

s t r e n g t h  of i t s  e conomy .  

Gen t l emen ,  we have p r e p a r e d  e s p e c i a l l y  for  this  s t uay  this  R-20v,  

a m o n o g r a p h  on e c o n o m i c  capab i l i t y  for  wa r .  I ' d  l ike to c a l l  you r  a t t en -  

t ion  to the s u g g e s t e d  s tudy  guide in the back of that .  I think you t i l  f ind 

i t  v e r y  he lpful  if  y o u ' l l  j us t  iook a t  that  guide,  as  not  exc lu s ive  and not 
f ind 

a l l - i n c m s i v e .  But you will/~it he lpful .  I th ink you wi l l  f ind the tex t  i n t e r -  

e s t i ng  and  a l s o  he lpful .  Don ' t  f o rge t  tha t  you 've  got th i s .  It c o v e r s  m o r e  

ground  a l so  than I ' l l  be able  to c o v e r  h e r e  th is  m o r n i n g .  

C e r t a i n l y  you won ' t  have t ime  to make  an exhaus t ive  s tudy  of even  

the p r i n c i p a l  c o u n t r i e s  of the wor ld .  We know tha t .  But you can get,  

and  c e r t a i n l y  we want  you to get,  an  o v e r a l l  s e n s i n g  of the s t r e n g t h s  of 

the two power  blocs ;  and  a use fu l  u n d e r s t a n d i n g  of t h e i r  c o m p a r a t i v e  or  

c o n t r a s t i n g  c h a r a c t e r i s t i c s .  You wi l l  c e r t a i n l y  need  th is  before  you can  

do any  good a t  a l l  in  the F i n a l  P r o b l e m .  

A word  of warrLing. T~e scope  of th i s  s tudy is  b road .  We r e a l i z e  
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t ha t .  W e ' v e  got  a v e r y  s h o r t  t i m e  to ge t  i t  a l l  in .  D o n ' t  o e c o m e  f r u s -  

t r a t e d .  And  d o n ' t  ge t  too f a s c i n a t e d  wi th  d e t a i l s .  D o n ' t  ge t  on one  f a c e t  

an d  d ig  down c l e a r  to the  c e n t e r  of toe  e a r t h  on tha t  one  l i t t l e  i s o l a t e d  

p a r t  of  an  e c o n o m y .  Set  the  p e r i m e t e r  f i r s t ,  g e t  the  s c o p e  of  the  th ing  

s e t  d e f i n i t e l y  in  y o u r  m i n d ,  a n d  t h e n  dig  j u s t  a s  d e e p  a s  you have  t i m e  

to  go in  the  t i m e  tha t  we have  a l l o t t e d  to th i s  c o u r s e .  We want  you to 
l e n s  

g e t  tOe w i d e - a n g l e \ p i c t u r e ,  in  otOer w o r d s ,  the  b r o a d  c o v e r a g e ,  and  ju s t  

as  d e e p  as  t i m e  wi l l  p e r m i t .  

Now, in  the  s e c o n d  p a r t  of  the  s t u d y  y o u t r e  g o i n g  to be t r y i n g  to 

c o m e  up w i t h  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  toe  U n i t e d  S ta tes  s h o u l d  

t ake  to i n c r e a s e  the  e c o n o m i c  c a p a b i l i t y  of  the  f r e e  w o r l d  a l l i e s  to e n g a g e  

in  i n t e r n a t i o n a l  c o n f l i c t .  

How can  we put  ou r  r e s o u r c e s  to w o r k  m o r e  p o s i t i v e l y  and  d y n a m -  

i c a l l y ?  As  we t r y  to c o m e  up wi th  c o n s t r u c t i v e  i d e a s  in  th i s  a r e a ,  we 

wan t  to m a k e  c e r t a i n  tha t  we don ' t  l o s e  s i g h t  of  the  f ac t  tha t  ou r  m a t e r i a l  

r e s o u r c e s  in  th i s  c o u n t r y  a r e  c e r t a i n l y  no t  u n l i m i t e d .  And  we m u s t  a v o i d  

w a s t e  a n d  i n e f f i c i e n c y  a t  e v e r y  t u r n .  

L e t ' s  r u n  t h r o u g h  a l i t t l e  e x e r c i s e  now tha t  I t h ink  w i l l  s e r v e  a s  an 

e x a m p l e  of the  s o r t  of a n a l y s i s  tha t  we wi l l  be m a k i n g  in  t r y i n g  to  c o m e  

up wi th  s o m e  s u g g e s t i o n s  a s  to wha t  we  m i g h t  0e ab l e  to do.  

L e t ' s  c o n s i d e r  one  of toe  s o - c a l l e d  n e u t r a l  c o u n t r i e s .  W e ' l l  t ake  

India ,  fo r  e x a m p l e .  Tha t  s e e m s  to be a good  e x a m p l e  tha t  e v e r y b o d y  l i k e s  

to k i c k  a r o u n d  a l i t t l e  b i t .  As  you know,  Ind ia  i s  d e t e r m i n e d  to r e m a i n  

n e u t r a l  in  t0 i s  E a s t - W e s t  p o w e r  s t r u g g l e  i f  s h e  p o s s i D l y  can .  But  s u p p o s e  
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we w e r e  ab l e  to ge t  Ind ia  f i r m l y  a l i g n e d  wi th  the  W e s t  p o l i t i c a l l y .  W h a t ,  

e x a c t l y ,  wou ld  we g a i n  if  we  w e r e  s u c c e s s f u l  in  do ing  t h i s  ? F r o m  an 

e c o n o m i c  s t a n d p o i n t  wou ld  Ind ia  be an  a s s e t  to us ,  o r  wou ld  Ind ia  be a 

l i a b i l i t y  to us  ? Wou ld  we be qu i t e  a s  w e l l  off  i f  we  c o u l d  j u s t  be s u r e  

t ha t  Ind ia  wou ld  c o n t i n u e  to r e m a i n  s t r i c t l y  n e u t r a l ?  

We might turn that proposition around. From an economic stand- 

point, what would we lose if India suddenly for some reason became 

aligned with the Communist bloc and slipped behind the Iron Curtain ? 

She might very well be much more of an asset to Russia than to us. 

If this appeared to be the case, would it pay us to devote enough of our 

time and attention and money to be sure that she didn't slip behind trte 

Iron Curtain? 

Well, let's assume that we nave sized up the situation carefully 

and we have decided t~at we will sort of pre-empt India's neutrality, so 

to speak, by according tier a really significant and useful amount of econ- 

omic and tectmical assistance. Well, how much is this enRghtened 

self-interest assistance likely to cost us ? Or, to put it another way, 

to wha t  e x t e n t  wou ld  we h a v e  to tap the  o v e r a l l  r e s o u r c e s  of  the w e s t e r n  

c o a l i t i o n  to e n g a g e  in a p r o g r a m  of t h i s  k i m d ?  We g ive  i t  c o n s i d e r a t ) l e  

s t u d y  and  we th ink  i t  w i l l  be m a n a g e a b l e  and  w e ' d  l ike  to p r o c e e d .  

But  a n o t h e r  t h ing  tha t  w e ' v e  got  to a s k  o u r s e l v e s  b e f o r e  we s t a r t  

i s ,  "W~nat a r e  ou r  c h a n c e s  of s u c c e s s ? "  The  r a t e  of  p r o g r e s s  tha t  we 

m i g h t  be  ab l e  to m a k e  in  tha t  s o r t  of  a p r o g r a m  m i g h t  not  be  e n o u g h  to 

s a t i s f y  the  m i n i m u m  a s p i r a t i o n s  of  the  I n d i a n  p e o p l e .  Ha l f  way  t h r o u g h  the  
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p r o g r a m  they  migh t  jus t  jump ove r  the  t r a c e s  and say:  "To  beck with 

t h i s .  L e t ' s  adopt  the C o m m u n i s t  r ou t i ne .  They  s e e m  to get t h e r e  so  

Red 
m u c h  f a s t e r . "  And they  point  to R u s s i a  and they  point  to Clzina. If th is  

happens ,  then p o s s i b l y  a l l  of our  t r e a s u r e ,  e f for t ,  and t ime  wi l l  be los t .  

W h e n e v e r  I h e a r  of i m p a t i e n t  people  l ike  these  c o u n t r i e s  a r e ,  a l l  

these  p e o p l e - - t h e y  expec t  m i r a c l e s  a l m o s t - - I  am a lways  r e m i n d e d  of 

th i s  l i t t l e  s i x - y e a r - o l d  p r e c o c i o u s  y o u n g s t e r  tha t  be longed  to a s a l t y  

s ea  dog in the c o m m u n i t y .  This  s ea  dog; th is  boy ' s  f a the r ,  was quite 

r enowned  as  a s w e a r i n g  m a n .  In fact ,  he cou ldn ' t  s ay  s ix  words  without  

four  of t hem being s w e a r  words .  And th is  p r e c o c i o u s  l i t t le  lad  was 

e n t e r i n g  school ,  e n r o l l i n g  in school ,  the f i r s t  day.  The t e a c h e r  got h is  

name,  h is  age,  his  a d d r e s s ,  and who to no t i fy  in e m e r g e n c y ,  and a l l  

tnose  th ings .  And f ina l ly ,  jus t  be fo re  she  was t e l l i ng  h im to take o f f - -  

"Now, son,  w e t r e  th rough  with y o u " - - s h e  sa id :  "Wel l ,  now, M o r r i s ,  

I suppose  you a l r e a d y  know your  A B C ' s . "  And he f rowned  up at  h e r  
P e c k e r  damn.  

and  he s ays :  "Hel l ,  no. / I I v e  only  been h e r e  for  ten m i n u t e s . "  

th is  i s  the way some  of these  c o u n t r i e s  a r e .  They  expec t  

In ten  m i n u t e s  they  want to see  th ings  change,  f i g u r a t i v e l y  

Well ,  

m i r a c l e s .  

speak ing .  

So, in  sp i te  of our  bes t  e f fo r t s ,  ha l f  way th rough  the p r o g r a m  we 

migh t  lose  the i n t e r e s t s  and a f f i l i a t i ons  of these  people ,  and then e v e r y -  

th ing  would go down the d ra in .  We would have los t  e v e r y t h i n g  tha t  we haa  

put  in to  i t .  

But  if  we c a n ' t  o p e r a t e  he re ,  whe re  m i g h t  we have o p e r a t e d  m o r e  
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effectively to increase the economic capability of the free world to 

engage in international conflict on a coalition front ? 

Well, gentlemen, there are very many critical things, I suspect, 

that we should be doing right now--today. Things tlmt aren't getting 

done, however, possibly because we are simply blind to the need. And 

you can certainly rest assured that at least some of these things will 

require muci~ more time than we possibly nave left in many cases if 

we decide to go ahead and do them. 

I'd llke to carry that example that I started with just a little bit 

further to illustrate what I mean. 

You have decided, now, that you're going to embark on a very 

substantial program of economic assistance to one of the under-developed 

countries; not necessarily India, but it could be. We are going to do this 

to speed up the economic development in this country; and once this is 

done, we would hope that this would increase our capability of the West- 

ern coalition to engage in international conflict. Whatever the cost, we 

are prepared to undertake the job, because we think it is of crucial 

importance to the security of the West. Well, now, let's see what we're 

liable to be running into. 

If you are going to start developing or expanding a primitive or 

backward economy, the very first thing you aregoing to need is capital 

equipment; that is, equipment that makes things, that produces things, 

whlcn in turn produce other things, and soon. Well, where are these 

equipments going to come from ? 
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I have a couple of Greely-graphs here--that's what I call the vu- 

graphs that Mr, Greeley makes up for us--that will help show you what 

an aspiring country faces, an under-developed country. 

(Chart I) Gentlemen, there's what you call a vicious circle, Here's 

the situation rigi~t here, Capital equipment is lacking, We'll take 

those four words: Now we'll see what it costs you. 

The capaci.ty~ to save in this under-developed0 backward country 

is~ small, because real incomes are low. Real income is low because 

productivity is low, In other words, there are not very many mach- 

ines working i~ere and not much is being produced, Productivity is low 

largely because capital equipment is lacking, 

lacking because the capacity to save is small, 

And capital equipment is 

You go from there right 

a r o u n d  he re ;  and, g e n t l e m e n ,  a f t e r  you 've  gone a round  h e r e  a few t i m e s ,  

you can gin th i s  th ing  up to 1800 r p m  and y o u ' l l  s t i l l  n e v e r  b r e a k  out of 

th i s  v i c ious  c i r c l e .  

Now, l e t ' s  a s s u m e  tha t  m a y b e  t he r e  a r e  a few people  tha t  i~oard 

a l i t t l e  m o n e y  ( C h a r t  2) and  m a y b e  t h e r e  would be s o m e  funds a v a i l a b l e  

for  i n v e s t m e n t .  L e t ' s  s e e .  We 've  got s o m e  m o n e y  to i n v e s t .  We s t a r t  

up h e r e .  T h e r e ' s  v e r y  l i t t l e  i ncen t ive  to i n v e s t  in th i s  coun t ry ,  b e c a u s e  

the p u r c h a s i n g  power  of c u s t o m e r s  i s  s m a l l .  T h e r e ' s  a v e r y  n a r r o w  

m a r k e t .  Peop le  don ' t  have  the m o n e y  to buy  th ings .  It i s n ' t  going to do 

mucn  good to p roduce  them i f  t hey  c a n ' t  buy them.  

H e r e ' s  why they  c a n ' t  buy t hem.  The p u r c h a s i n g  power  of c u s t o m e r s  

i s  s m a l l  b e c a u s e  r e a l  i n c o m e s  a r e  s m a l l .  Rea l  i n c o m e s  a r e  s m a l l  be c a use  
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p r o d u c t i v i t y  i s  low. We 've  h e a r d  th is  b e f o r e .  P r o d u c t i v i t y  i s  low 

b e c a u s e  cap i t a l  i n v e s t m e n t  i s  s m a l l .  And cap i t a l  i n v e s t m e n t  i s  s m a l l  

b e c a u s e  the i ncen t i ve  to i n v e s t  i s  weak.  So, you see ,  we haven ' t  r e a l l y  

got ten  anywhe re  even  t h e r e .  

Well ,  suppose  we a s s u m e  for  the m o m e n t  tha t  somehow or  o the r  

th is  coun t ry  does  m a n a g e  to b r e a k  up these  v i c ious  c i r c l e s  tha t  I ' ve  shown 

you he re ;  and an i n c r e a s e  in p roduc t i on  does s e e m  poss ib l e ,  that  is ,  so 

f a r  as  p r o d u c e r  th ings  a r e  c o n c e r n e d .  Does th is  m e a n  tha t  w e ' r e  r e a l l y  

r e a d y  now to b l a s t  off and  get th is  s a t e l l i t e  r e a l l y  up in o r b i t ?  No. Not 

quite ye t  anyway,  because  we have s o r t  of o v e r l o o k e d  s o m e t h i n g  tha t  

m o s t  people  th ink is  f a i r l y  i m p o r t a n t .  

Th is  i s  s o m e t h i n g  tha t  the t r a d e  ca l l s  " s o c i a l  o v e r h e a d  cap i t a l .  "I  doubt 

v e r y  m u c h  i f  v e r y  m a n y  of you have e v e r  h e a r d  of tha t  e x p r e s s i o n  b e f o r e - -  

s o c i a l  o v e r h e a d  cap i t a l .  Th i s  is  ~ust a s o p h i s t i c a t e d  t e r m  for  what  we 

n o r m a l l y  ca l l  a t  our  l eve l  "publ ic  s e r v i c e s . "  I t ' s  such  th ings  as  r a i l r o a d s ,  

h ighways ,  a m a i l  s e r v i c e ,  c o m m u n i c a t i o n s  ne tworks ,  power  s y s t e m s - - a l l  

such  s tuff  as  t h a t .  

If t hese  f a c i l i t i e s  do not  ex i s t  in at  l e a s t  m i n i m a l  amoun t s ,  then  

t he r e  i s  r e a l l y  no use  p roduc ing  a lot  of th ings .  Nobody would know tha t  

t hey  we re  p r o d u c e d  in the f i r s t  p l ace .  And if  they  were  ava i l ab l e  for  

p u r c h a s e ,  they  cou ldn ' t  get  t h e r e  to whe re  they were ,  to buy t hem.  Few 

o r d e r s  would come  in,  d e l i v e r i e s  would be slow; and p r o b a b l y  next  y e a r ' s  

m o d e l  would be out be fo re  people  even  knew what  l a s t  y e a r ' s  m o d e l  looked 

l ike. 
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Wel l ,  

a qu i ck  p r o f i t  and  e n g a g e  in  a t h r i v i n g  b u s i n e s s .  

t h i s  p r e s e n t s  a r e a l  s n a g .  T h i s  i s  r e a l l y  a s n a g .  

g e n t l e m e n ,  I t h i n k  t h a t  t h i s  i s  no t  e x a c t l y  the  w a y  to m a k e  

And,  n e e d l e s s  to s ay ,  

I t0,tnk you  a r e  i n d i -  

v i d u a l l y  o r  p e r s o n a l l y  f a m i l i a r  w i t h  the  s i t u a t i o n s  r e g a r d i n g  pub l i c  s e r -  

v i c e s  a n d  toe  s o c i a l  o v e r h e a d  c a p i t a l  i n  a n y  t y p i c a l  u n d e r - d e v e l o p e d  count- 

t r y .  

Bu t  fo r  the  s a k e  of g e t t i n g  on w i t h  ou r  l i t t l e  c a s e  s t u d y  h e r e ,  l e t ' s  
r e m e m b e r  

j u s t  e l i m i n a t e  t ha t  s n a g - - z ~ m ~ m r  now, w e t r e  go ing  to e l i m i n a t e  t h i s  

by  p r e t e n d i n g  t h a t  i t  d o e s n ' t  e x i s t ,  f o r  the  m o m e n t ,  by  s w e e p i n g  i t  u n d e r  

the rug ,  s o  to s p e a k .  [ t l s  too a w k w a r d  to  ge t  a r o u n d ;  s o  w e l l l  j u s t  i g n o r e  

i t .  W e t l l  a s s u m e  t h a t  we~ve got  t h i s  s o c i a l  o v e r n e a d  c a p i t a l  - - a l l  we 

n e e d  of i t .  W e l v e  got  i t  r u n n i n g  out  of  ou r  e a r s .  No s w e a t  on s o c i a l  

o v e r h e a d  c a p i t a l .  W h e r e  does  t h i s  l e a v e  u s  ? 

The  e x p e r t  e c o n o m i s t s  s a y  t h i s ,  and  h e r e  I w a n t  to quote :  t b n c e  a 

m i n i m u m  f o u n d a t i o n  of s o c i a l  o v e r h e a d  c a p i t a l  e x i s t s ,  t hen  a g r o u p  of 

e n t r e p r e n e u r s  w i t h  v i s i o n  enough  to s e e  the  p o t e n t i a l  m a r k e t s ,  and  who 

nave  the w i l l i n g n e s s  to i n v e s t  c a p i t a l  on a wide  f ron t ,  c an  s u c c e s s f u l l y  

b r e a k  the  ~ i r c l e  of e c o n o m i c  s t a g n a t i o n . "  

We l l ,  t n a t t s  w h e r e  we a r e .  As  t oa t  l i t t l e  k id  s a i d ,  P e c k e r  d a m n .  

Now i t  s e e m s  t h a t  a l l  we n e e d  a r e  e n t r e p r e n e u r s .  A r e  t h e s e  peop le  l u r k -  

i ng  abou t  s o r t  of  a m o n g  the r a n k s  of the  u n e m p l o y e d  j u s t  w a i t i n g  to be 

p r e s s e d  in to  s e r v i c e  ? 

o_appy a s  t ha t .  I n / a c t ,  

s h o r t  supp±y.  

No.  Not  e x a c t l y .  The  s i t u a t i o n  i s  no t  qu i te  a s  

i t  t u r n s  out  (ha l  t h e s e  e n t r e p r e n e u r s  a r e  in  e x t r e m e l y  



Well ,  why is  th is  ? A s s u m i n g  tha t  you don ' t  a l r e a d y  know, l e t ' s  

get a G r e e l e y - g r a p h  up h e r e  and  see .  

(Cha r t  3) Gen t l eme  n, I want  to r e l a t e  th is  to your  own p e r s o n a l  

e x p e r i e n c e  and give you a r e a l  idea  of what  a v ic ious  c i r c l e  i s .  I ca l l  

th i s  "DuPon t  C i r c l e . "  I th ink  you a l l  know what  DuPont  C i r c l e  i s  l ike .  

H e r e ' s  the o p e r a t o r ' s  word - -  e n t r e p r e n e u r i a l  ab i l i ty .  Th is  is  

what  w e ' r e  speak ing  of. E c o n o m i c  condi t ions  in u n d e r d e v e l o p e d  c o u n t r i e s  

a r e  not  conducive  to new v e n t u r e s  in i n d u s t r y .  Lack  of new b u s i n e s s  

a d v e n t u r e s  l im i t s  oppor tun i ty  for  b u s i n e s s  e x p e r i e n c e  and t r a in ing .  

And, of c o u r s e ,  e n t r e p r e n e u r i a l  a b i l i t y  i s  deve loped  m a i n l y  by ac tua l  

b u s i n e s s  e x p e r i e n c e  and t r a i n ing .  

So, w e ' r e  s t i l l  in  p r e t t y  much  of a b ind  because  of the s h o r t a g e  

of e n t r e p r e n e u r s .  But, gen t l emen ,  th is  i s  only  the beg inn ing .  We 've  

jus t  b a r e l y  s c r a t c h e d  the s u r f a c e  on e n u m e r a t i n g  the d i f f i cu l t i es  that  you 

run  in to  when you s t a r t  t a lk ing  about  or  s t a r t  doing s o m e t h i n g  about  a 

b a c k w a r d  economy .  

The next  snag  you hi t  is  the s h o r t a g e  of c iv i l  s e r v a n t s .  Unfor tun-  

a te ly ,  a t  l e a s t  the i n i t i a l  s t ages  of any r e a l l y  s i gn i f i can t  p r o g r a m  of 

e c o n o m i c  expans ion  in an  u n d e r d e v e l o p e d  coun t ry  m u s t  be a l m o s t  whol ly  

a d m i n i s t e r e d  by the loca l  g o v e r n e m t .  This  m e a n s  that  compe t en t  

c iv i t  s e r v a n t s  and publ ic  a d m i n i s t r a t o r s  wi l l  be needed  r igh t  a t  the v e r y  

ou t se t .  A re  they  a v a i l a b l e ?  Well ,  of cou r se  they  a r e  not.  The s i t u a -  

t ion  is  exac t l y  the  s a m e  as for  the e n t r e p r e n e u r s .  

I could  have p r e p a r e d  m a n y  m o r e  of these  v ic ious  c i r c l e  s l i des ,  but 
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I th ink  I ' ve  g iven  you enough of t hem to poin t  out what  I ' m  r e a l l y  ge t t ing  

at  h e r e .  T h e r e ' s  c e r t a i n l y  a lot m o r e  to th is  b u s i n e s s  of deve lop ing  in fan t  

e c o n o m i e s  and lagg ing  e c o n o m i e s  than  you m i g h t  a t  f i r s t  th ink.  It  t ake s  

m o r e  than jus t  m o n e y - - a n d  I gues s  you could s o r t  of tag tha t  as  the 

u n d e r s t a t e m e n t  of the s p r i n g  s e a s o n .  

BuL in sp i t e  of a l l  the d i f f i cu l t i e s  involved,  we do have oppor tun-  

i t i e s  whe re  we can  s t r e n g t h e n  our  pos i t i on  in  w o r l d  a f f a i r s  by  he lp ing  

some  of these  l e s s - f o r t u n a t e  c o u n t r i e s .  And today,  of cou r se ,  as  y o u  

a r e  we l l  aware ,  we have  v e r y  s i g n i f i c a n t  p r o g r a m s  of m u t u a l  a s s i s t a n c e  

and  p r o g r a m s  of f o r e ign  a s s i s t a n c e .  

In fact ,  in the p a s t  ten y e a r s  we have a p p r o p r i a t e d  s o m e t h i n g  l ike 

45 b i l l i on  d o l l a r s  for  e conomic  and m i l i t a r y  a s s i s t a n c e  to s o m e  40-odd 

c o u n t r i e s .  I don ' t  th ink  i t ' s  too i m p o r t a n t  w h e t h e r  the bulk of these  funds 

have  gone for  m i l i t a r y  a s s i s t a n c e  or  for  economic  a s s i s t a n c e .  What  i s  

i m p o r t a n t ,  though, I think,  is  what  c o u n t r i e s  have r e c e i v e d  th is  a s s i s -  

t ance ;  and, p o s s i b l y  even m o r e  i m p o r t a n t  than that ,  what  c o u n t r i e s  have 

not  r e c e i v e d  s i g n i f i c a n t  po r t i ons  of th i s  a s s i s t a n c e .  

Now, I ' m  not going to bo re  you with  a lot  of f i g u r e s  showing  whe re  

t he se  m i l i t a r y  a s s i s t a n c e  and m u t u a l  s e c u r i t y  e conomic  a s s i s t a n c e  funds 

have gone.  But  I would s u g g e s t  that in your  c o m m i t t e e  work  you take 

a r e a l l y  good, c lo se  look at  these  m u t u a l  a s s i s t a n c e  p r o g r a m s  and see  

i f  you think we a r e  u s i n g  th i s  m o n e y  to the g r e a t e s t  p o s s i b l e  advan tage  

for  the f r ee  wor ld .  

We want  to keep  the p a r t n e r s  we now h a v e - - c e r t a i n l y - - a n d ,  of 
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course, 

countries aligned with us too, if we can. 

comes up, Well, can we afford to do this ? 

underwrite the economies of N number of lagging, 

that are just coming into the fore ? 

A former ambassador to the United States, 

we want to get  the n e u t r a l  c o u n t r i e s  and the s o - c a l l e d  u n c o m m i t t e d  

Of c o u r s e  the ques t ion  a lways  

Can we a f fo rd  to go out and 

infant  n a t i o n - s t a t e s  

Sir  O l ive r  F r a n k s - -  

you m a y  r e c a l l  when he was he re ,  U.K.  ' s  a m b a s s a d o r  to the Uni ted  

S t a t e s - - d e f i n e s  the p r o b l e m  th is  way: Here  again  I quote.  

"The  u n d e r - d e v e l o p e d  na t ions  face a v ic ious  c i r c l e . "  He a g r e e s .  

This  is  an  e n t i r e l y  d i f f e r en t  quota t ion  f rom the c h a r t s  that  I had.  So this  

m a n  a g r e e s  too that  i t ' s  a v ic ious  c i r c l e .  "Low l iv ing  s t a n d a r d s  and 

f r ee ,  b r o a d l y  d e m o c r a t i c  s o c i e t i e s  cannot  p roduce  su f f i c i en t  s av ing  for  

c a p i t a l . "  As the c h a r t  t he r e  shows,  the v u - g r a p h .  " T h i s  c i r c l e  can  b e  

b r o k e n  in one of two ways .  I t  can be b roken  by ty ranny ,  which,  by e n f o r c -  

ing h a r d s h i p s  on the people  and holding down t h e i r  s t a n d a r d  of l iving,  

f o r c e s  the s av ings  for  r a p i d  d e v e i o p m e n t " - - T h i s  i s  what  Russia,  did, 

of c o u r s e .  This  is  what  Red China is  d o i n g - - " o r  i t  can be b roken  by 

cap i t a l  f r om outs ide  which g ives  a f r ee  s o c i e t y  the chance  to develop and 

r e m a i n  f r e e .  This  v ic ious  c i r c l e  for  c o u n t r y  a f t e r  c o u n t r y  wi l l  be b roken  

one way or  the o the r  in coming  y e a r s .  We have had ev idence  in the Middle 

E a s t  how r e a l  and how u rgen t  these  p r o b l e m s  a r e .  I do not  u n d e r s t a t e  

when I s a y  tha t  the w o r l d  ba lance  w£11 shi f t  d e c i s i v e l y  a g a i n s t  the West  

i f  we f a i l . "  

Are  we a c c o r d i n g  these  c o u n t r i e s  the k ind  and amoun t  of a s s i s t a n c e ,  
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g e n t l e m e n ,  tha t  t h e y  r e a l l y  n e e d  ~v i th in  ou r  c a p a b i l i t y  to p r o v i d e  a s s i s -  

t a n c e ?  T h e r e  i s  a r e a l l y  wide  a r e a  h e r e ,  g e n t l e m e n ,  t h a t ' s  open  fo r  

o r i g i n a l  t hough t  i n  t h i s  p a r t i c u l a r  s e g m e n t  of o u r  f o r e i g n  e c o n o m i c  p o l i c y ;  

a n d  I s u g g e s t  t ha t  you  look in to  i t  a n d  s e e  i f  you  can  c o m e  up w i th  s o m e  

u s e f u l  a n d  t i m e l y  r e c o m m e n d a t i o n s  c o n c e r n i n g  o u r  m u t u a l  s e c u r i t y  

p r o g r a m s .  

I have  dwel t  a t  c o n s i d e r a b l e  l e n g t h  on the  s u b j e c t  of a id  to u n d e r -  

d e v e l o p e d  c o u n t r i e s  j u s t  a s  one c a s e  in  p o i n t  w h e r e  you  m i g h t  f ind  i t  

p r o f i t a b l e  to d ig  d e e p e r .  

Of  c o u r s e  t h e r e  a r e  m a n y  o t h e r  a r e a s  to e x p l o r e ,  W h a t  abou t  o u r  

i n t e r n a t i o n a l  t r a d e  p o l i c i e s  ? Can  we i m p r o v e  on t h e s e ,  e i t h e r  to  w in  

f r i e n d s  to the W e s t ,  o r  to i n c r e a s e  the o v e r a l l  s t r e n g t h  of the  W e s t e r n  

c o a l i t i o n  a t  the  e x p e n s e  of the  C o m m u n i s t  b loc  ? 

A n o t h e r  a r e a :  D o e s  i t  r e a l l y  m a k e  s e n s e ,  s a y ,  fo r  us  to d e n y  

F r a n c e  a n d  E n g l a n d  c e r t a i n  a t o m i c  i n f o r m a t i o n  w h i c h  we know t h e y  a r e  

g o i n g  to ge t  one w a y  or  a n o t h e r  a n y w a y ?  If  t h e y  h a v e  to e x p e n d  v a s t  

s u m s  of m o n e y  a n d  e x e r t  a t e r r i f i c  n a t i o n a l  e f f o r t  j u s t  to  d i s c o v e r  wha t  
no t  

we a l r e a d y  know, g e n t l e m e n ,  t h i s  m a y b e  c o n d u c i v e  to i n c r e a s i n g  the 

o v e r a l l  s t r e n g t h  of the  W e s t e r n  c o a l i t i o n ,  I s u b m i t .  

I ' m  not  go ing  to t r y  to a n s w e r  t h e s e  q u e s t i o n s ,  b e c a u s e  t h e y ' r e  

v e r y  i n v o l v e d  and  c o m p l e x .  

f o r w a r d  a n s w e r s ,  of c o u r s e .  

T h e y  have  no s i m p l e  a n s w e r s  and  no s t r a i g h t -  

Bu t  t h e s e  a r e  the  k i n d s  of t h i n g s  t h a t  we 

would  l ike  to have  you  c o n s i d e r  in  y o u r  s t u d i e s .  Aga in ,  I have  j u s t  b a r e l y  

s c r a t c h e d  the  s u r f a c e  in m a k i n g  t h e s e  few s u g g e s t i o n s  a s  to w h e r e  you  
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e l se  to th inking.  

e f fo r t  even tua l ly ,  

m igh t  f ind i t  p ro f i t ab l e  to c o n c e n t r a t e  your  studies.  

Now, in conc lud ing  I want  to make  one o b s e r v a t i o n  of fact ,  which 

I am  s u r e  you wi l l  r e c o g n i z e  as  t ru th ,  but  which  m a y  have e s c a p e d  your  

no t i ce  a l m o s t  c o m p l e t e l y .  

Gen t l emen ,  nowhere  in the Uni ted  Sta tes  c e r t a i n l y  a r e  you going 

to f ind a c o m p o s i t e  group  of s o m e  140 p e r s o n s  who a r e  any  m o r e  g e n e r -  

a l l y  i n f o r m e d  on d o m e s t i c  a f f a i r s  and wor ld  condi t ions  than you who a r e  

s i t t i ng  r i g h t  out t h e r e  in f ron t  of m e .  And y o u ' r e  going to f ind no group  

who a r e  m o r e  i n h e r e n t l y  capable  o~making subs t an t i ve  r e c o m m e n d a t i o n s  

on i n c r e a s i n g  the e c o n o m i c  c a p a b i l i t y  of the f r ee  wor ld  than you.  You 

m a y  not  have thought  of that,  but  tha t  is  c e r t a i n l y  t rue .  

What  a r e  these  th ings  tha t  we shou ld  be doing to i n c r e a s e  the s t r e n g t h  

of the f r ee  world ,  and gain the m a x i m u m  pos s ib l e  m e a s u r e  of s e c u r i t y  

for  the u n c e r t a i n  y e a r s  tha t  lie a h e a d ?  

Gen t l emen ,  th ink about  these  th ings ,  and in your  c o m m i t t e e s  d i s cus s  

t hem.  Voice your  thoughts .  Even  though your  thoughts  a r e  not fu l ly  

j e l l ed  yet ,  your  ideas  a r e  not  fu l ly  je l led ,  sound  off. You m a y  do no th ing  

m o r e  than jus t  i n s p i r e  s o m e b o d y  e l se  to think.  S o m e t i m e s  when we th ink 

out loud, we of ten s t a r t  a new t r a i n  of thought  in s o m e b o d y  e l s e ' s  mind .  

Then his  thoughts  g e n e r a t e ,  and he speaks  his  mind,  and gets  s o m e b o d y  

And, f i r s t  th ing you know, with a l l  this  c o n c e n t r a t e d  

co l l e c t i ve ly ,  you m a y  come up with s o m e  kind of a r e c -  

c o m m e n d a t i o n  that  would have r e a l l y  t rue  excep t iona l  m e r i t .  

Well ,  I ' ve  t a lked  long enough; p r o b a b l y  too long. Jus t  a couple  of 
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p a r t i n g  s e n t e n c e s .  

G e n t l e m e n ,  don t t  f o r g e t  now t h a t  you  have  t h i s .  I t  w i l l  be a he lp  

to you .  If  you  ge t  a l l  t a n g l e d  up in  y o u r  t h ink ing ,  go b a c k  to t h i s  m o n o g r a p h .  

R e a d  i t  a g a i n .  I t m  s u r e  i t ' l l  he lp  you  keep  y o u r  p e r s p e c t i v e  a n d  h e l p  

m a k e  y o u r  p r o b l e m  m o r e  m a n a g e a b l e .  

Wel l ,  g e n t l e m e n ,  weVre r e a d y  fo r  q u e s t i o n s  o r  o b s e r v a t i o n s ,  o r a l  

p r e s e n t a t i o n s ,  o r  a n y  c o m m e n t s  you  w a n t  to m a k e ,  o r  w h a t e v e r  you w a n t  

to do. You c a l l  i t .  I f  you  have  a n y  q u e s t i o n s ,  I t l l  t r y  to a n s w e r  t h e m .  

Q U E S T I O N :  In y o u r  a r e a  a s s i g n m e n t s  I d i d n ' t  s e e  Ind ia  m e n t i o n e d  

a m o n g  the  c o u n t r i e s .  

C O L .  K L E I N ;  I t t s  c a r r i e d  in  S o u t h e a s t  A s i a .  You d idn t t  s e e  

P a k i s t a n  e i t h e r ,  o r  A f g h a n i s t a n ,  o r  a n y  of t h o s e  c o u n t r i e s .  I n s t e a d  of 

l i s t i n g  a l l  t h e s e  c o u n t r i e s  i n d i v i d u a l l y ,  we j u s t  l u m p e d  t h e m  a l l  t o g e t h e r  

a n d  c a l l e d  t h e m  South  and  S o u t h e a s t  A s i a .  

F o r  a n y  q u e s t i o n s  l ike  t h i s ,  g e n t l e m e n ,  we w i l l  h a v e  a c o m m i t t e e  

m e e t i n g ,  an  a d m i n i s t r a t i v e  m e e t i n g ,  f o l l o w i n g  a t  10: 30, w h e r e  we c a n  

a n s w e r  t h e m .  I t hough t  p o s s i b l y  s o m e  of  you m i g h t  have  s o m e  c o m m e n t s  

on u n d e r - d e v e l o p e d  a r e a s ,  o r  wha t  ou r  e f f o r t s  a r e  l i ke  in  h e l p i n g  p e o p l e  

out,  a n d  t ha t  s o r t  of  th ing ,  t h a t  you  m i g h t  wan t  to  ge t  up a n d  m a k e  a 

s p e e c h  on.  

I f  you  have  no q u e s t i o n s ,  w e ' l l  j u s t  c a l l  t h i s  t h i n g  off, and  w e t l l  

s e e  you  a t  10:30, then ,  in  the a d m i n i s t r a t i v e  m e e t i n g .  

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