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THE IMPACT OF U° S. FOREIGN ECONOMIC POLICY ON THE MIDDLE EAST 

5 A p r i l  1960 

C O L O N E L  BLACK;  G e n e r a l  H o u s e m a n  and G e n t l e m e n :  

I c an  t h i n k  of no m o r e  c o n t r o v e r s i a l  t op i c  t h a n  t ha t  of the  Uni ted  S t a t e s  

F o r e i g n  E c o n o m i c  P o l i c y  in the  M i d d l e  E a s t .  T h i s  is  o u r  p r o v o c a t i v e  

s u b j e c t  f o r  t h i s  m o r n i n g ' s  e x a m i n a t i o n .  

To d i s c u s s  th i s  a r e a  we a r e  i n d e e d  f o r t u n a t e  to have  wi th  us  one  

of the  k e y  p o l i c y - m a k e r s ,  t ha t  is ,  f o r  the  e c o n o m i c  a r e a  of the  M i d d l e  

E a s t ,  in the  D e p a r t m e n t  of S t a t e .  

M r .  W i l l i a m s ,  it is  a p l e a s u r e  to w e l c o m e  you  to the  C o l l e g e  and 

to i n t r o d u c e  you  to the  C l a s s  of 1960. M r .  W i l l i a m s .  

MR.  W I L L I A M S :  I w a s  t a l k i n g  wi th  the  C o l o n e l  on the  w a y  o v e r  h e r e  

on t h i s  s o b r i q u e t  of p o l i c y - m a k e r  tha t  he u s e d .  I s u p p o s e ,  in  the  s e n s e  

of b e i n g  on the  f i r i n g  l ine ,  I a m  a p o l i c y - m a k e r ,  but  I w i s h  to a s s u r e  you  

tha t  I a m  not  wha t  you  m i g h t  c a l l  a p o l i c y - p l a n n e r ,  and,  if you  f ind t h i s  

p r e s e n t a t i o n  a l i t t l e  d i s o r g a n i z e d  t h i s  m o r n i n g ,  i t  is  on ly  b e c a u s e  i t  is  of 

a f i r i n g - l i n e  type  of o r g a n i z a t i o n .  

I t h o u g h t  t ha t  to  t r y  to  c o v e r  t he  r a t h e r  b r o a d  f i e ld  tha t  we have  b e f o r e  

us  t h i s  m o r n i n g  I 'd  h i t  a t  it  c o u n t r y  by  c o u n t r y ,  k e e p i n g  in  m i n d  that ,  by 

and  l a r g e ,  the  two  b a s i c  p u r p o s e s  of the  e c o n o m i c  f o r e i g n  p o l i c y  a s  

e x p r e s s e d  by U n d e r  S e c r e t a r y  D i l l on  not  so  long  ago  a r e ,  f i r s t ,  to  s t r e n g t h e n  

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

the  f r e e  w o r l d .  



These two objectives, of course, don't always mesh with the greatest 

of ease, and I think as we move about from country to country you will 

see how things don't necessarily all fit into one beautiful piece. 

The U.A.R. the Southern Region, Egypt, is the country in the area 

with the greatest population and also the one which has the most intract- 

able type of problem~ so we might start there. It is a country of about 

25 million people, with resources consisting largely of the Nile River, and 

a desert with agricultural productivity among the highest in the world. 

but all based on a strip of population which goes down the course of this 

river. 

Our economic policy has an obvious effect on their welfare, in that 

we don't permit the import of their cotton. We have a quota of 40 million 

pounds. That's a very small part of their total output. It has been a sore 

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

w i t h  t h e m  b e c a u s e  t h e y  g r o w  a t y p e  o f  c o t t o n ,  

It is particularly difficult 

as you know, which is rather 

unique in the world, and, in addition to making it difficult for them to 

export and earn dollars in our country, we have sort of confounded the 

injury by subsidizing the development of our own types of long-staple 

cotton. This, of course, is easily defensible on national defense grounds, 

but it is not one which people in that country necessarily understand. 

So that, while this is not in the public prints or in the foreground 

of our relations, it underlies in a very significant way our economic 

relations with the Egyptians. 
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O u r  f i r s t  r e l a t i o n s  w i t h  t h e  U.  A . R .  in  a n  a i d  s e n s e  t o o k  p l a c e  a f t e r  

t h e  f a m o u s  P o i n t  F o u r  o f  P r e s i d e n t  T r u m a n  b a c k  in  1949 .  A s  w e  d id  in  

a n u m b e r  o f  o t h e r  c o u n t r i e s ,  w e  s t a r t e d  of f  o n  a p r o g r a m  t o  a s s i s t  t h e m  

t e c h n i c a l l y .  T h i s  t o o k  p l a c e  in  a s e t t i n g ,  y o u  w i l l  r e c a l l ,  w t i e r e  r a t h e r  

m a s s i v e  t y p e s  o f  e c o n o m i c  a i d  w e r e  b e i n g  p r o v i d e d  to  E u r o p e ,  a n d  in  

f a c t  w e  w e r e  p r o v i d i n g  v e r y  s u b s t a n t i a l  q u a n t i t i e s  o f  a i d  t o  G r e e c e  a n d  

T u r k e y .  So  t h a t ,  w h e n  t h e  w a y  w a s  o p e n  f o r  s o m e  a s s i s t a n c e  t o  b e  p r o -  

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

o v e r e x a g g e r a t e  w h a t  m i g h t  b e  d o n e .  

A s  a m a t t e r  o f  f a c t ,  w h e n  t h e  T r u m a n  d o c t r i n e  w a s  e v o l v e d ,  I m e a n  

t h e  P o i n t  F o u r  D o c t r i n e ,  a n d  e x p r e s s e d  in  a p r a c t i c a l  w a y ,  t h e r e  w a s  p e r -  

h a p s  a t e n d e n c y  to  o v e r e x a g g e r a t e  w h a t  i t  m i g h t  do .  In  o u r  o w n  p u b l i c i t y  

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

c o u l d  r e v o l u t i o n i z e  t h e  s t a t e  of  e c o n o m i c  a f f a i r s  i n  t h e  u n d e r d e v e l o p e d  

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

s o m e  o t h e r  c o u n t r i e s ,  t h e y  h a r d l y  k n e w  w h a t  t o  a s k  f o r ,  a n d  we  g o t  i n t o  

a p o s i t i o n  w h e r e  we  w e r e  m a k i n g  s u g g e s t i o n s  a s  t o  w h a t  t h e y  s h o u l d  a s k  

f o r .  
f a i r l y  

E v e n t u a l l y  w e  e n d e d  u p  w i t h  a ] s u b s t a n t i a l  m i s s i o n  of  t e c h n i c i a n s .  

T h e s e  p e o p l e  d id ,  o f  c o u r s e ,  s o m e  g o o d  in  a s e n s e  o f  t r a i n i n g  a t  m i d d l e  

l e v e l s ,  a t  l e a s t ,  o f  s o m e  of  t h e  m i n i s t r i e s ,  b u t  o f  c o u r s e  i t  w a s  f a r ,  f a r  

b e l o w  t h e  e x p e c t a t i o n s  t h a t  h a d  b e e n  b u i l t  u p ,  a n d ,  u n f o r t u n a t e l y ,  c o m i n g  

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



out technicians of a quality which could do a very good job. Surprisingly 

enough, I think, for some people there were many cases where the Egyptian 

technicians who had had training, say, in the U. K. or the U. S. were 

far and away above the American technicians that were sent out. 

This~ then, in terms of promoting our second objective of promoting 

the economic strength of the country, I think it is fair to say, was not 

too successful an effort. The end of that phase, of course, as you know, 

took place when the high,4am~anal nationalization and eventually the 

invasion of Egypt took place, and our whole mission was liquidated. 

Now we have started in again on a small scale in the U. A.R., and 

I think we have learned our lesson with some reality and are endeavoring 

to assist only in specific projects that do bear a substantial relationship 

to the economic development of the country, and to send out technicians 

whose quality we are pretty sure will promote a relationship which can 

be constructive. 

The high dam, of course, on which the United States and the U. K. 

promised assistance to the Egyptians in December 1955, brought us in a 

major way beyond the framework of technical assistance. This is perhaps 

a good illustration of how the political factors highly color the economic 

policy factors in dealing with a situation of that sort. You will recall that, 

after the offer was made, the Egyptians--Nasser--increasingly behaved in 

a way which encouraged his relations with the Soviet Union, and Secretary 

Dulles withdrew our offer in June of 1956, citing at the time primarily 
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t h e  e c o n o m i c  a r g u m e n t s  t h a t  t h e  E g y p t i a n s  w e r e  o v e r c o m m i t t i n g .  T h e s e  

u n d o u b t e d l y  w e r e  s o u n d  r e a s o n s  i n  a c e r t a i n  s e n s e ,  b u t ,  i t  h a d  a h i g h  

p o l i t i c a l  i m p a c t  a n d  w e  w e r e  f a c e d  w i t h  a r a t h e r  m a j o r  s u r p r i s e  i n  t h e  

n a t i o n a l i z a t i o n  o f  t h e  S u e z  C a n a l  C o m p a n y  s h o r t l y  a f t e r .  

D u r i n g  t h e  p a s t  y e a r  o r  s o  t h e  D e p a r t m e n t  h a s  c a l l e d  o u r  r e l a t i o n s  

w i t h  t h e  U. A . R .  i n t o  a n o r m a l i z a t i o n  p r o c e s s ,  w h i c h  h a s  b e e n  c o m p l e t e d  

n o w  f o r  s e v e r a l  m o n t h s .  O n e  of  t h e  m o s t  i m p o r t a n t  e l e m e n t s  i n  t h a t  i s  

t h e  P u b l i c  L a w  480  u n d e r  w h i c h  w e  p r o v i d e  s u r p l u s  m a t e r i a l s .  T h i s  h a s  

b e c o m e  a n  e x t r e m e l y  i m p o r t a n t  a r m  o f  o u r  e c o n o m i c  f o r e i g n  p o l i c y ,  a n d  

i t  i s  i n t e r e s t i n g  t o  s e e  in  t h e  U.  A . R .  h o w  i t  i s  e n a b l i n g  u s  t o  do  w h a t  i n  

t h e  p a s t  w e  w e r e  u n a b l e  t o  do ,  in  t h a t  in  t h i s  p a s t  y e a r  we  h a v e  s o l d  o v e r  

$ 1 0 0  m i l l i o n  w o r t h  o f  w h e a t  a n d  o t h e r  c o m m o d i t i e s  t o  t h e  U. A.  R,  w h i c h  

r a n k s  t h e m  a s  a i d  r e c i p i e n t s  a t  a p r e t t y  h i g h  l e v e l .  

In  a w a y ,  t h i s  j u s t  s o r t  o f  h a p p e n s .  I t  i s  n o t  a s  i f  y o u  c a n  s i t  d o w n  

w i t h  P . L .  480  a n d  d e c i d e  t h a t  y o u  w a n t  t o  d o  s o  m u c h  h e r e  a n d  s o  m u c h  

t h e r e .  T h e r e  i s  a c o m b i n a t i o n  of  f a c t o r s  t h e r e  t h a t  a r e  c o n d i t i o n e d  l a r g e l y  

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

c o m b i n a t i o n  a f f e c t i n g  t h e  c o u n t r y .  A n y w a y ,  i t  i s  p e r h a p s  a h a p p y  c o r n -  
i n  

b i n a t i o n  of  c i r c u m s t a n c e s ]  t h a t ,  a t  t h i s  t i m e  w h e n  o u r  r e l a t i o n s  h a v e  g o n e  

t h r o u g h  a ~ d  p h a s e ,  w e  h a v e  b e e n  a b l e  t o  p r o v i d e  a s s i s t a n c e  o f  t h i s  

m a g n i t u d e .  

It  h a s  ha~'a  s p e c i a l  b e n e f i c i a l  e f f e c t  i n  t h e  E g y p t i a n  s c e n e  b e c a u s e  

t h e y ,  a t  t h e  s a m e  t i m e ,  h a v e  b e e n  a c c e n t u a t i n g  t h e i r  d e v e l o p m e n t  p l a n  
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and have set forth a five-year industrialization program where they have 

been very carefully marshalling their foreign exchange requirements in 

order to be able to utilize p.L. 480 which, in a sense, as you know, has 

a dual aspect. It not only saves foreign exchange for a commodity that 

they need but also local currency proceeds are reloaned to them, and 

that in turn has an easing effect on their own financial budgetary problems. 

The other part of the U.A.R., the Northern Region, Syriaj has, of 

course, been a rather intractable country from the standpoint of foreign 

assistance. Ever since we started on Point Four or since the International 

Bank began to have missions to review countries, Syria has always had 

somebody there making an investigation as to how they might utilize 

assistance, and nothing really ever came out of it. 

Now, since Syria has become a part of the U. A.R.~ this policy has 

changed. It has changed most significantly in the Soviet agreement which 

has been made there, which calls for a credit of $250 million or $300 

million, and there has been a fair measure of accomplishment. Only a 

small part of that total has been utilized, but there is now completed and 

on schedule a refinery at Horns which the Czechs have put up. There has 

been completed on schedule a mineral survey which on the whole was done 

with a considerable amount of efficiency. 

I was just reading a report on the mineral survey last week. It 

covered various sections of the country. The teams arrived on time and 

apparently conducted themselves creditably. They found new deposits ~ 



in  s e v e r a l  c a s e s .  T h e r e  is n o t h i n g  of any  g r e a t  e c o n o m i c  i m p o r t a n c e  

tha t  t h e y  have  found as  ye t ,  but  t h i s  job w a s  c o m p l e t e d  in a m a n n e r  w h i c h  

has  had a f a v o r a b l e  e f f e c t  on t h o s e  c o n c e r n e d  in the  c o u n t r y .  

S y r i a ,  of c o u r s e ,  u n l i k e  the  U . A . R . ,  is  an  a r e a  w h e r e  the  d e v e l o p -  

m e n t  p o t e n t i a l  is  r a t h e r  h igh .  T h e r e  a r e  w a t e r  r e s o u r c e s  in the  north~ 

in the  G a z i r a ,  w h e r e ,  w i th  the  a p p l i c a t i o n  of c a p i t a l  and the  r i g h t  k ind 

of p l ans ,  the  p o s s i b i l i t y  of s u p p o r t i n g  a s u b s t a n t i a l  i n c r e a s e  in p o p u l a -  

t i on  is v e r y  m u c h  in o r d e r .  

I m i g h t  r e v e r t  h e r e  a m i n u t e  to  go b a c k  to tha t  s a m e  poin t  in r e g a r d  

to  the  S o u t h e r n  R e g i o n  of the  U. A . R .  E g y p t  is  p e r h a p s - - w e  would  s a y  

we  h o p e - - o n e  of the  few a r e a s  w h e r e  the  ou t l ook  on the  p o p u l a t i o n  e x p l o -  

s i o n  is r a t h e r  d im s o  f a r  as  one  c a n  s e e .  T h e y  h a v e  a p o p u l a t i o n  g r o w t h  

r a t e  of p r e t t y  c l o s e  to 2 . 5  p e r  c e n t .  T h e y  have  a land u t i l i z a t i o n  r a t e  

w h i c h  is  a l m o s t  c l o s e  to 100 p e r  c e n t  as  t h i n g s  s t a n d .  T h e r e  is  an  e l e -  

m e n t  h e r e  w h i c h  I t h ink  is  not  g e n e r a l l y  r e a l i z e d ,  and  tha t  is  t ha t  the  

t e c h n i c a l  d e v e l o p m e n t  of E g y p t  s t a r t e d  100 y e a r s  ago  l a r g e l y  t h r o u g h  

t h e i r  a s s o c i a t i o n  wi th  the  B r i t i s h .  So t h e y  had d a m s ,  the  v e r y  b e s t  of 

i r r i g a t i o n ,  the  v e r y  b e s t  in a g r i c u l t u r a l  p r a c t i c e ,  and the  v e r y  b e s t  in 

the  d e v e l o p m e n t  of d i f f e r e n t  t y p e s  of c o t t o n  s t r a i n s .  So tha t ,  as  t h i n g s  

• s t a n d ,  w h e n  you  c o m e  in to i m p o s e  a t ype  of n e w  t e c h n i c a l  a s s i s t a n c e ,  

you  a l r e a d y  f a c e  an e v o l u t i o n  in d e v e l o p m e n t  w h i c h  b r i n g s  t h e m  up to  

s t a n d a r d s  w h i c h  r a n k  a m o n g  the  h i g h e s t  in  the  w o r l d .  

So tha t ,  w h e n  you  c o m e  to f a c i n g  p r o b l e m s  of i n c r e a s e d  output  in 
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r e g a r d  to an  e x p a n s i o n  of p o p u l a t i o n  of 2 . 5  p e r  cen t ,  you  a r e  p r e t t y  

m u c h  up a g a i n s t  it .  It is in tha t  s e t t i n g ,  of c o u r s e ,  tha t  the  h igh  dam 

plan  has  p a r t i c u l a r  appea l ,  b e c a u s e  it  has  the  p o s s i b i l i t y  of b r i n g i n g  

in new a c r e a g e  wh ich  would  equa l  about  o n e - t h i r d  of the  a c r e a g e  now 

u n d e r  c u l t i v a t i o n .  

Unfor tmaa te ly ,  h o w e v e r ,  the  a r i t h m e t i c  on tha t  d o e s n ' t  n e c e s s a r i l y  

ge t  you a n y p l a c e  in t e r m s  of h i g h e r  s t a n d a r d s  of l iv ing,  b e c a u s e ,  wi th  

the  10 y e a r s  it is  e s t i m a t e d  it wi l l  t ake  to c o m p l e t e  the  dam,  if you m u l -  

t i p ly  10 by 2 - 1 / 2 ,  on a c u m u l a t i v e  b a s i s ,  you get  up to about  30 p e r  c e n t  

and it is  s o m e t h i n g  Like 30 p e r  cen t  tha t  you a r e  go ing  to b r i n g  in in land,  

and you don ' t  n e c e s s a r i l y  have  m o r e  p e r  cap i t a  t han  you s t a r t e d  off wi th .  

It is  not  f a i r  to say  tha t  the  ou t look  is  p e r h a p s  as  g l o o m y  as tha t  

would i n d i c a t e .  I d o n ' t  t h i n k  anybody  knows  r e a l l y  what  the  p r o c e s s  of 

e c o n o m i c  d e v e l o p m e n t  can  do u n d e r  v a r y i n g  c i r c u m s t a n c e s .  T h e y  a r e  

s e r i o u s l y  w o r k i n g  on the  i n d u s t r i a l i z a t i o n  p a r t .  

Anyway,  f r o m  the  s t a n d p o i n t  of the  v i ew  as  f o r e i g n  po l i cy  and our  

a t t i t u d e  t o w a r d  it,  t h e r e  r e a l l y  is  no a l t e r n a t i v e  but to  lend  a s s i s t a n c e  

w h e r e  we can,  w i th in  the  f r a m e w o r k  of our  po l icy ,  to a c c e l e r a t e  the  

p r o c e s s ,  w h e t h e r  o r  not  one  can  s e e  goa ls  wh ich  a r e  go ing  to  s u b s t a n t i a l l y  

r a i s e  the  s t a n d a r d  of l iv ing .  

The  t h o r n ,  I s u p p o s e  you m i g h t  s a y ,  in th i s  whole  c o m p l e x  of the  

Midd le  E a s t  is I s r a e l .  T h e r e  you have ,  f r o m  an e c o n o m i c  d e v e l o p m e n t  

s t a n d p o i n t ,  of c o u r s e ,  the  c o m p l e t e l y  o p p o s i t e  s i t u a t i o n .  I t ' s  an  e x t r a o r d i n a r y  
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• country. I think we are inclined to toss it off very easily and say, "Well, 

yes, but U. S. funds flowed there in large amounts. U. S. Government 

aid was very large. It's all false, and the agricultural development was 

subsidized. It wasn't economic. " A lot of those elements, of course, are 

all true, but the fact is that what you have there now is a lot of elements 

that are being the model for the very processes of development that we are 

looking for. 

You have a little country of 2 million people, where the gross national 

product is going ahead at the rate of 8 per cent per year. This is an 

extraordinary rate, as you very well know. Under democratic processes, 

they have been able to manage their economy so that a high proportion of 

their output goes to investment every year. Somehow, labor doesn't cry 

for high wages beyond what will permit them to continue to have a high 

degree of investment. 

In an island of desert and poverty, a large part of which is artificial 

and imported, you have a situation where living standards are rising 

and are currently at a level which compares very favorably with European 

living standards. In fact, the present standard of hiving in Israel per 

capita is higher than that of Italy by a good bit. It is about a thousand 

dollars a year per capita. It is out of this world compared to the hundred 

dollars or so that you have in the U. A.R., and even less in some of the 

other countries in the area. 

The U. S. foreign policy aspects in terms of Israel, of course, have 
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I I 

m o r e  t h a n  o n e  s i d e .  W e  h a v e  r i g h t  f r o m  t h e  s t a r t  h a d  a p o l i c y  o f  a s s i s t -  

i n g  t h e  I s r a e l  e c o n o m y ,  w i t h  a v e r y  l a r g e  E x p o r t - I m p o r t  B a n k  l o a n  r i g h t  

a f t e r  t h e  c o u n t r y  w a s  r e c o g n i z e d .  T h e  t o t a l  o f  a i d  t o  I s r a e l  o v e r  t h e  

p e r i o d  s i n c e  t h e  c o u n t r y  w a s  f o u n d e d  c o m e s  p r e t t y  c l o s e  t o  $ 7 0 0  m i l l i o n .  

T h e  t o t a l  o f  a i d  t o  a l l  o f  t h e  A r a b  s t a t e s  in  t h e  s a m e  p e r i o d  i s  a p p r o x i -  

m a t e l y  e q u a l  t o  t h a t  f i g u r e .  

T h i s  i s  n a t u r a l l y  n o t  a t y p e  of  c o m p a r i s o n  w h i c h  e n d e a r s  u s  t o  o u r  

A r a b  f r i e n d s - - S 7 0 0  m i l l i o n  of  a i d  t o  2 m i l l i o n  p e o p l e ,  a n d  $ 7 0 0  m i l l i o n  

o f  a i d  t o  40  o r  50 m i l l i o n  p e o p l e .  T h a t ,  o f  c o u r s e ,  d o e s  n o t  i n c l u d e  o u r  

a s s i s t a n c e  to  t h e  r e f u g e e s .  T h i s  r u n s  a t  a r a t e  o f  a b o u t  $25 m i l l i o n .  

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

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

o f  i t .  E v e r y  t i m e  o n e  g o e s  u p  o n  t h e  H i l l  t o  s e e k  a d d i t i o n a l  a p p r o p r i a t i o n s  

o n e  i s  o n  t h e  s p o t  f o r  l a c k  o f  p r o g r e s s .  S t u d i e s  h a v e  b e e n  m a d e  w h i c h  

w o u l d  i n d i c a t e  t h a t ,  i f  y o u  c o u l d  g e t  $ 3 0 0  o r  $ 4 0 0  m i l l i o n ,  y o u  m i g h t  h a v e  

a c h a n c e  of  r e s e t t l i n g  t h e  r e f u g e e s ,  b u t  t h e r e  i s  n o t  a n y  c o u n t r y  in  t h e  

a r e a  w h i c h  i s  willing t o  g r a n t  a n y  l a n d  t o  e f f e c t t h e  r e s e t t l e m e n t .  

In  t e r m s  of  o u r  o w n  e c o n o m i c  p o l i c y  i t  i s  n o t  a v e r y  h a p p y  s i t u a t i o n ,  

b u t  t h e r e  d o e s n ' t  s e e m  to  b e  a n y  o t h e r  w a y  o u t  t h a n  to  c o n t i n u e  to  c o n -  

t r i b u t e  a p r o p o r t i o n ,  a n d  in  o u r  c a s e  i t  i s  a s u b s t a n t i a l  p r o p o r t i o n : o f  t h e  

c o s t  o f  s u s t a i n i n g  t h e s e  p e o p l e .  

T h i s  d o e s  n o t  m e a n ,  h o w e v e r ,  t h a t  b e h i n d  t h i s  f a c a d e  t h e r e  a r e  n o t  

t h i n g s  t h a t  w e  c o u l d  d o .  T h e r e  a r e  p r o b a b l y  t h i n g s  t h a t  w e  a r e  n o t  d o i n g  
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t h a t  m i g h t  v e r y  w e l l  b e  d o n e  if  we  c o u l d  o r g a n i z e  o u r s e l v e s  t o  e n c o u r a g e  

t h e m .  T h e  f a c t  i s  t h a t  t h e r e  i s  a f a i r  a m o u n t  o f  i n t e g r a t i o n  t a k i n g  p l a c e .  

R e f u g e e s  a r e  g e t t i n g  i n t o  t h e  v a r i o u s  e c o n o m i e s .  T h e y  go  o f f  o n  p a r t -  

t i m e  w o r k .  T h e y  a r e  f i x i n g  u p  t h e i r  h o u s e s .  T h e y  a r e  t a k i n g  s t e p s  t o  

t r y  t o  g i v e  t h e i r  c h i l d r e n  s o m e  v o c a t i o n a l  t r a i n i n g .  T h e  c h i l d r e n  a r e  

l e a v i n g .  

T h i s  p r o c e s s  i s  o n e  w h i c h  y o u  a r e  h a r d  p r e s s e d  to  d e a l  w i t h  i n  

t e r m s  o f  a n y  s t a t i s t i c a l  m e a s u r e m e n t ,  b u t  i t  i s  o n e  w h i c h ,  i f  i t  c o u l d  

b e  d o n e  q u i e t l y  o v e r  a l o n g  e n o u g h  p e r i o d ,  w o u l d  h a v e  t h e  p o s s i b i l i t y  

o f  a t  l e a s t  b u i l d i n g  u p  u n i t s  in  t h i s  f r a m e w o r k  w h e r e  a de  f a c t o  i n t e g r a -  

t i o n  c o u l d  t a k e  p l a c e .  A s  a m a t t e r  o f  f a c t ,  t h e r e  p r o b a b l y  a r e  o n e  o r  

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

o f  A m m a n ,  w h e r e ,  t o  a l l  i n t e n t s  a n d  p u r p o s e s ,  t h e y  c o u l d  b e  r e g a r d e d  

a s  a s u b u r b  o f  t h e  c i t y .  

I ' d  l i k e  t o  j u m p  n o w  to  t h e  Y e m e n ,  w h i c h  i s  a n  i n t e r e s t i n g  a r e a  t o  

d i g  in  o n  U. S .  e c o n o m i c  f o r e i g n  p o l i c y  on ,  b e c a u s e  i t  i s  n e w ,  a n d  t h e r e  

w e  f a c e  d i r e c t l y  t h e  q u e s t i o n  o f  o u r  a t t i t u d e s  a n d  p o l i c i e s  w i t h  r e g a r d  to  

c o m p e t i t i o n  w i t h  t h e  S o v i e t s .  We n e v e r  h a d  a n y t h i n g  t o  do  w i t h  t h e  Y e m e n  

a t  a l l ,  e x c e p t  t h a t  t h e r e  i s  a f a m o u s  p r i n t  t h a t  g o e s  b a c k  t o  1833  t h a t  s h o w s  

a n  A m e r i c a n  s h i p  in  t h e  p o r t  of  M o c h a .  M o c h a  i s ,  I g u e s s ,  t h e  a s p e c t  o f  

t h e  Y e m e n  w h i c h  i s  b e s t  k n o w n  t o  A m e r i c a n s .  M o c h a  c o f f e e  s t i l l  d o e s  

C o m e  f r o m  t h a t  a r e a .  

In  1958  t h e  C r o w n  P r i n c e  o f  t h e  Y e m e n  t o o k  a t r i p  t o  M o s c o w  a n d  
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t h e y  c o n c l u d e d  e igh t  a g r e e m e n t s  wh ich  led to Sov ie t  t e c h n i c i a n s  c o m i n g  

in to  the  c o u n t r y .  P e r h a p s  the  m o s t  i n t e r e s t i n g  p r o j e c t  tha t  is  u n d e r  way 

t h e r e  now is  the  C o m m u n i s t  C h i n e s e  r o a d  p r o j e c t  f r o m  the  p o r t  of H o d e i d a  

to  the  c a p i t a l  c i ty  of S a n ' a .  The  C o m m u n i s t  C h i n e s e  have  b r o u g h t  in  800 

t e c h n i c i a n s ,  s o - c a l l e d  t e c h n i c i a n s .  Ac tua l ly ,  t h e y  a r e  s o r t  of a c r o s s  

b e t w e e n  t e c h n i c i a n s  and c o o l i e s .  T h e y  a r e  h i r i n g  the  l o c a l  p o p u l a c e  and 

w o r k i n g  n ight  and day  to c o m p l e t e  t h i s  r o a d ,  wh ich  wi l l  be  a s p h a l t e d ,  and 

wi l l  be  the  f i r s t  a s p h a l t e d  r o a d  in the  c o u n t r y .  

We have  had s u r v e y  m i s s i o n s  t h e r e .  The  Uni ted  S t a t e s  B u r e a u  of 

Pub l i c  Roads  has  d e v e l o p e d  a p r o j e c t .  T h e y  s a i d  t h e y  m i g h t  be i n t e r e s t e d  

in  h a v i n g  Uni t ed  S ta te s  a id  on a r o a d  f r o m  Tha i s ,  one of the  p r i n c i p a l  

c i t i e s ,  to San ' a ,  and d u r i n g  the  pas t  y e a r  we have  b e e n  t r y i n g  to n e g o t i a t e  

an  a g r e e m e n t  wi th  t h e m .  Our  l e g i s l a t i o n  c a l l s  fo r  the  s o r t  of a p p r o a c h  

w h i c h  would  p e r m i t  us  to  get  go ing  on a r o a d  f r o m  T h a i s  to  San ' a .  

Our  r o a d  wi l l  not  be  a s p h a l t e d .  It i s  o b v i o u s l y  sound  not  to a s p h a l t  

in a c o u n t r y  of tha t  s o r t .  You d o n ' t  e v e n  know what  the  t r a f f i c  is  go ing  

to  be on the  r o a d ,  and,  obv ious ly ,  the  B u r e a u  of P u b l i c  Roads  a p p r o a c h  
s u f f i c i e n t l y  

on d o i n g  a r o a d  p r o j e c t  in a / d e l i b e r a t e  f a s h i o n  by w h i c h  t h e y  could  t r a i n  

the  l o c a l  p e o p l e  is. sound  o v e r  any l o n g - t e r m  poin t  of v i e w .  

But,  in  t e r m s  of r e l a t i o n s  wi th  the  p o w e r s  tha t  be,  t h e s e  t h i n g s  d o n ' t  

n e c e s s a r i l y  m a k e  a v e r y  g r e a t  i m p a c t .  J u s t  in the  p a s t  few days  the  I m a m  

has  a l m o s t  got to the  po in t  of s i g n i n g  an a g r e e m e n t  wi th  us .  He has  c o m e  

in and sa id ,  " T h e  g r e a t  Uni ted  S t a t e s  is  not  go ing  to  a s p h a l t  t h e i r  r o a d .  
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They say they are going to finish it in 4 or 5 years, or 3 or 4 years. 

At least I hoped they could tell us that they could finish it in 2 or 3 years. 

The Communist Chinese got their road right under way, and they are going 

to finish it in the next six months. " 

These are rather tough questions to deal with, and we only hope 

that there are certain elements in the Yemeni government which know 

what the perils are in terms of infiltration of the Communist Chinese 

and the Russians, and are actively working to have an association with 

the West, particularly the U. S., to do something fDr their country. 

But the efficiency with which the curtain countries operate in this aid 

sense in not making things very easy for us. 

Of course, from our standpoint this is almost a hopeless sort of 

morass in which to work. You have practically a minimum of education. 

You have almost a pre-Middle Age type of theocracy. You have venality 

and corruption at every level. You have a form of narcotic which is 

indigenous to the area, called gat, which practically everybody uses 

and which means that a proportion of the population are drugged most of 

the time. 

It is one of those situations where one could very well agree with those who 

would say, "Well, for goodness' sake, let the Russians have it. " In fact, 
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t ha t  is  qu i te  f r a n k l y  the  i s s u e  t ha t  f u n d a m e n t a l l y  one f a c e s  in d e a l i n g  

wi th  the  h i g h l a n d  down t h e r e  on the  A r a b i a n  P e n i n s u l a .  I d o n ' t  know 

how to j u d g e  it on t he  m i l i t a r y  a s p e c t s .  It is  v e r y  c l o s e  to  A d e n .  I t ' s  

v e r y  c l o s e  to the  A f r i c a n  C o n t i n e n t .  It u n d o u b t e d l y  has  s t r a t e g i c  v a l u e .  

P e r h a p s  t h a t ' s  the  b e s t  a n s w e r  to why  you  h a v e  Russ ians  and  C h i n e s e  

t h e r e .  

We a r e  c o m m i t t e d  to a p o l i c y  of p r o m o t i n g  e c o n o m i c  s t r e n g t h  of 

the  f r e e  w o r l d  and d e n y i n g  the  a r e a  to  t he  S o v i e t .  So wha t  d o e s  one  do 

in t r y i n g  to g r a p p l e  wi th  e s s e n t i a l l y  a c e s s p o o l  of t h i s  n a t u r e  ? T h e y  r a n  

out  of whea t ;  t h e y  had d r o u g h t  l a s t  y e a r .  We have  i m p r o v e d  o u r  s t a n d -  

ing,  a g a i n  t h r o u g h  the  m e d i u m  of P . L .  480.  We u s e d  T i t l e  II wh ich ,  as  

you  know, is the  e l e m e n t  of P .  L.  480 u n d e r  w h i c h  we c a n  g ive  w h e a t  

f r e e  in c a s e  t h e r e  is  an  e m e r g e n c y .  We la id  down 30, 000 t ons  of w h e a t  

and  not on ly  pa id  the  t r a n s p o r t  o v e r  t h e r e  to  the  p o r t  but ,  in an  u n u s u a l  

s t e p ,  a l s o  la id  out  ha l f  a m i l l i o n  d o l l a r s  to pay  fo r  i n t e r n a l  t r a n s p o r t .  

T h i s  was  an  o p e r a t i o n  w h i c h  t h e y  l iked  v e r y  m u c h .  Of c o u r s e  the  r o a d s  

a r e  so  bad tha t  the  t r u c k s  b r e a k  down  abou t  e v e r y  20 m i l e s  o r  so ,  and 

the  r a t e s  f o r  t r a n s p o r t i n g  the  w h e a t  a r e  s o m e t h i n g  l ike  30 c e n t s  a m i l e  

p e r  t r u c k .  T h a t ' s  e x t r e m e l y  h igh .  O b v i o u s l y  a lot of p o c k e t s  w e r e  b e i n g  

l i n e d .  But  t h i s  was  a v e r y  h i g h l y  s u c c e s s f u l  s o r t  of a i d .  The  w h e a t ,  

h o w e v e r ,  w a s  a p p a r e n t l y  d e l i v e r e d  and  did a lot  of  good .  

Now a g a i n  the  d r o u g h t  i s  a f f e c t i n g  t h e i r  c r o p s ,  and we a r e  in the  

p r o c e s s  of n e g o t i a t i n g  to s u p p l y  t h e m  s o m e  m o r e  w h e a t ,  but  t h i s  t i m e  
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w e  a r e  p l a n n i n g  t o  i n s i s t  t h a t  t h e  g o v e r n m e n t  o f  Y e m e n  t a k e  c a r e  o f  t h e  

i n t e r n a l  t r a n s p o r t .  H o w  s u c c e s s f u l  t h a t  e f f o r t  w i l l  b e  r e m a i n s  t o  b e  s e e n .  

W e l l ,  I s u p p o s e  I a m  n o t  e v e n  i n t i m a t i n g  t h e  a n s w e r s  on  t h e  Y e m e n .  

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

I t  i s ,  f r o m  o u r  s t a n d p o i n t  o f  l o o k i n g  o v e r  t h e  M i d d l e  E a s t ,  o n e  o f  t h e  

a r e a s  i n  w h i c h  y o u  r e a l l y  h a v e  a S o v i e t  p r e s e n c e ,  a n d  w h e r e  t h e  U. S .  

c o u n t e r  d o e s n ' t  l o o k  v e r y  b e a u t i f u l  a t  t h e  m o m e n t .  On t h e  o t h e r  h a n d ,  

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

o v e r  i t  a n d  s a y  t h a t  i t  m a k e s  a lo t  o f  s e n s e .  We a r e  n o t  d o i n g  f o o l i s h  

t h i n g s .  A n y w a y ,  i t  i s  o u r  p o l i c y  t h a t  we  a r e  n o t  t r y i n g  to  c o m p e t e  w i t h  

t h e  S o v i e t s .  We h a v e  t o l d  t h e  Y e m e n i s  t h a t  w e  a r e  n o t  t r y i n g  t o  c o m p e t e ;  

w e  a r e  j u s t  l o o k i n g  f o r  a m o d e s t  U.  S.  p r e s e n c e  t h e r e .  

T h a t  a g a i n  h a s  t o  c o m e  b a c k  t o  t h e  p o l i t i c a l  e l e m e n t s .  W h a t  a r e  

t h e  c o s t s  o f  j u s t  a m o d e s t  U. S.  p r e s e n c e ?  Is  t h e r e  s o m e  r i s k  t h a t ,  i f  

i t  i s  t o o  m o d e s t ,  t h e  S o v i e t s  a n d  t h e  C h i n e s e  m i g h t  h a v e  a n  o p p o r t u n i t y  

t o  s u b v e r t  t h e  g o v e r n m e n t ?  A s  I s a y ,  I d o n ' t  h a v e  t h e  a n s w e r s  t o  t h o s e  

q u e s t i o n s .  I t  i s  a r o u g h  a n d  d i f f i c u l t  s i t u a t i o n  t h e r e  in  t h e  Y e m e n ,  a n d  

o n e  w h e r e  t h e  e v o l u t i o n  o v e r  t h e  n e x t  y e a r  i s  g o i n g  to  b e  v e r y  i n t e r e s t i n g ,  

i n d e e d .  

S a u d i  A r a b i a ,  o f  c o u r s e ,  a g a i n ,  i n  o u r  a i d ,  l o o k i n g  o v e r  th~is a r e a  

f r o m  t h e  s t a n d p o i n t  o f  a i d  t o  p r o m o t e  e c o n o m i c  s t r e n g t h ,  i s  a n  o u t s t a n d -  

i n g  e x a m p l e - - I  d o n ' t  t h i n k  y o u  c o u l d  f i n d  a b e t t e r  o n e  in  t h e  w o r l d - - o f  

h o w  j u s t  h a v i n g  t h e  m o n e y  d o e s n ' t  p r o v e  a n y t h i n g .  Y o u ' v e  h a d  a n  i n c o m e  
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now for several years of pretty close to $300 million a year and a very 

small population, and by and large it is fair to say that nothing has hap- 

pened, except that the King's family has increased by leaps and bounds-- 

the number of princes has increased. It's not like the old movie about 

how you spend a million dollars. It seems quite clear that they know 

how to do it. You don't have to have a limitless number of princes to 

be able to dispose of $300 million with the greatest of ease. 

This, again, is not anything for which we have any real responsibility. 

One can argue that it is all wrong and something should be done about it. 

The ARAMCO, the oil company which has the coneession~ very under- 

standably takes the stance that its ~e~ion is with the ruling powers. 

They pay their money to the ruling powers and from then on it is up to 

them. They have stood ready to assist on technical development. Such 

development as has taken place in the country has largely been accorn- 

p l i s h e d  f r o m  A R A M C O  r e s o u r c e s .  

T h e r e  is a v e r y  f ine  a g r i c u l t u r a l  f a r m  n e a r  

the  K ing  has  b e e n  i n t e r e s t e d  in i t .  

m a d e  it  in to  a r a t h e r  m o d e l  f a r m .  

R i y a d h ,  the  cap i t a l ,  and 

A R A M C O  b r o u g h t  in t e c h n i c i a n s  and  

S o m e  t h r e e  y e a r s  ago  the  King  d e c i d e d  

he was going to run it with his own people and threw the Americans out. 

The farm immediately went down. We had an urgent call just last week 

for the man who used to be head of it to be sent back to Riyadh to try to 

build it up again. 

This process, h o w e v e r ,  is  not  one  w h i c h  is  l a c k i n g  in e f f e c t s  in an 
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e c o n o m i c  d e v e l o p m e n t  s e n s e .  In the  town  of J i d d a  now,  a t  l e a s t  t h e y  

h a v e  a c q u i r e d  the  a s p e c t  w h i c h  c h a r a c t e r i z e s  the  M i d d l e  E a s t  g e n e r a l l y .  

As long  as  a few p e o p l e  have  m o n e y  t h e y  ge t  an  i n t e r e s t  in r e a l  e s t a t e  

s p e c u l a t i o n ,  and a p a r t m e n t  b u i l d i n g s  and  h o t e l  b u i l d i n g s  a r e  now f u n c t i o n -  

ing .  So t ha t  the  m i l l i o n s  do s i m m e r  down a f t e r  a t i m e  and in p a r t  s t a r t  

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

By and l a r g e ,  t hough ,  in r e l a t i o n  to the  r e s o u r c e  and  the  f o r e i g n  

e x c h a n g e ,  it is  a s t a g g e r i n g  e x a m p l e  of how one  c a n ' t  look  at  the  p r o c e s s  

of e c o n o m i c  d e v e l o p m e n t  w i th  a d o l l a r  s i g n .  It i s  a l l  a q u e s t i o n  of wha t  

is  done  and how i t ' s  done  and how the  p e o p l e  a r e  ab le  to do i t .  

In the  L e b a n o n ,  o u r  m a i n  a id  e f f o r t  t h e r e  b e f o r e  the  r e c e n t  f lap  

w a s  in the  a r e a  of t e c h n i c a l  a s s i s t a n c e .  In r e l a t i o n  to the  m i l l i o n  and 

o n e - h a l / p e o p l e  t h e r e ,  we had a v e r y  l a r g e  t e c h n i c a l  a s s i s t a n c e  m i s s i o n  

t h e r e .  It was  one w h i c h  had obv ious  i m p a c t s .  T h e  c i t y  of B e i r u t  i s  not  

v e r y  l a r g e ,  and  the  t e c h n i c a l  a s s i s t a n c e  m i s s i o n  w a s  h o u s e d  in a v e r y  

f a n c y - l o o k i n g  a p a r t m e n t .  The  n u m b e r  of A m e r i c a n s  who w e r e  l ook ing  

f o r  f a n c y  a p a r t m e n t s  had i t s  i m p a c t  on the  l o c a l  r e a l  e s t a t e  m a r k e t .  

It b e c a m e  e v i d e n t  t ha t  the  b u r e a u c r a t i c  p r o c e s s  t ha t  had o p e r a t e d  

h e r e  w a s  p r o b a b l y  not a c h i e v i n g  v e r y  m u c h  in t e r m s  of the  b a s i c  p o l i c y  

of p r o m o t i n g  e c o n o m i c  s t r e n g t h .  U n d o u b t e d l y  s o m e  good was  a c c o m p l i s h e d ,  

but  in t h e s e  a r e a s  of o f f i c i a l  r e l a t i o n s h i p s ,  i n v o l v i n g  t e c h n i c a l  a s s i s t a n c e ,  

i t ' s  on ly  too  c l e a r  tha t  it  i s  v e r y  e a s y  to a r r i v e  at  a s t a t e  w h e r e  y o u r  i d e a s  

e x c e e d  wha t  t he  p r a c t i c a l i t i e s  of a c c o m p l i s h m e n t  a r e .  
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N o w  w e  h a v e  l i q u i d a t e d  a g o o d  p a r t  o f  t h a t .  F o r  a t i m e  i t  w a s  c o n -  

s i d e r e d  t h a t  i t  m i g h t  b e  a g o o d  i d e a  t o  e l i m i n a t e  t e c h n i c a l  a s s i s t a n c e  f o r  

t h e  L e b a n o n  a l t o g e t h e r .  T h i s  h a s  n o t  b e e n  d o n e .  A s m a l l  m i s s i o n  w i l l  

r e m a i n  . T h i s  a g a i n  h a s  b e e n  s t u d i e d  w i t h  a g r e a t  d e a l  o f  c a r e ,  a n d  I 

t h i n k  i t  i s  f a i r  t o  s a y  t h a t  t h e  t e c h n i c a l  a s s i s t a n c e  w i l l  r e m a i n  a n d  w i l l  

r e f l e c t  t h e  e x p e r i e n c e  o f  s o m e  t e n  y e a r s  of  e x p o s u r e  t o  t h e  h a r d  f a c t s  

in this field. 

1 see I haven't touched ~n Iran. It seems sort of silly to say some- 

thing about a country that has had all the problems that Iran has had in 

the limited amount of time we have. I'II mention only the aspect in 

regard to Iran that has a slightly different meaning in terms of U. S. 

economic policy. 

You will recall that N[ossedegh seized the Anglo-lranian Oil Company, 

that these revenues were lost, and the country began to go down. Vv-hen 

Mossedegh was finally thrown out and the Shah came back, obviously 

things were in a bad way unless somehow the petroleum revenues could 

be restored. This was done with a high degree, at least, of U~ited 

S t a t e s  i n i t i a t i v e .  H e r b e r t  H o o v e r ,  J r . ,  

a n d  s p e n t  a l o t  o f  t i m e  o v e r  t h e r e ,  a n d ,  

w a s  U n d e r  S e c r e t a r y  o f  S t a t e  

in  a s e n s e ,  o r g a n i z e d  a c o n s o r t i u m ,  

w h i c h  i n v o l v e d  U.  S .  c o m p a n i e s  t o  t h e  e x t e n t  o f  40  p e r  c e n t ,  t o  p e r m i t  t h e  

m a r k e t i n g  of  I r a n i a n  o i l .  

T h i s ,  o f  c o u r s e ,  h a s  a lo t  o f  i n t e r e s t i n g  a s p e c t s  f r o m  t h e  s t a n d p o i n t  

o f  t h e  o i l  i n t e r e s t s  o f  t h e  a r e a .  T h e y  a r e  n o t  l e s s o n s  t h a t  h a v e  r e a l l y  b e e n  
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learned. You still have Abdullah Tor~l~i in Saudi Arabia who somehow 

thinks that things are going to be very much better if he can have the 

ARAMCO converted to an Arabian Oil Company, which will be an entirely 

Arabian Company. What he proposes would almost eliminate any interest 

on the part of the present owners to buy oil from it. The lesson to have 

been learned was obvious enough--that in these days of increasingly new 

deposits being uncovered the capacity to market is the key element in the 

petroleum situation. 

Anyway, the consortium was organized. It represented an effort 

from an economic foreign policy aspect which had some unique qualities, 

because, at the same time the consortium was organized, which involved 

the so-called oil cartel, you had another arm of our Government busily 

at work pursuing an anti-trust action against the very companies that were 

being called upon to do this. 

This is still, from a practical sense, a fairly important element. 

We may not have seen the end of its impact in the area. The Anti-Trust 

Division is still busily pursuing this case. They are requisitioning records 

from the various countries, including countries in this area, and they 

are scheduled to go to trial this coming September. 

The conflicts here are obvious enough, but their impact in terms of 

the countries is not really very favorable to our interest, because there 

is nothing which suits the Torighis better than for it, for example, to 

become a little better known than it is now that the United States Government 

19 



i s  a s k i n g  t h a t  a l l  o f  t h e  c o m p a n i e s  w h i c h  f o r m  A R A M C O  s h o u l d  b r e a k  

up ,  b e c a u s e  t h e y  a r e  c o n t r o l l i n g  t h e  w o r l d ' s  o i l  a n d  t h e y  s h o u l d n ' t  h a v e  

a n y  i n t e r e s t  i n  t h i s  k i n d  of  a c o m b i n a t i o n .  

F o r t u n a t e l y ,  t h o u g h ,  t h i s  i s  n o t  a s  b a d  a s  I h a v e  p r e s e n t e d  i t .  T h e  

l e g a l  c h a n c e s  o f  b e i n g  s u c c e s s f u l  in  t h e  c o u r t s  a r e  n o t  t o o  h i g h .  B u t  

e v e n  t h e  m e r e  e f f o r t  p r e s e n t s  a s o r t  o f  m i x e d  f a c e  t o  t h e  g o v e r n m e n t s  

i n  t h e  a r e a ,  w h e n  y o u  s e e  on  t h e  o n e  s i d e  t h a t  t h e  U n i t e d  S t a t e s  G o v e r n -  

m e n t  c o m e s  in  t o  s a v e  t h e  I r a n i a n  s i t u a t i o n  a n d  c a l l s  i n  t h e s e  c o m p a n i e s  

a n d  o r g a n i z e s  t h e m  o n  a b a s i s  t o  m a r k e t  t h e  I r a n i a n  o i l ,  a n d  on  t h e  o t h e r  

s i d e  a n o t h e r  a r m  c o m e s  a f t e r  t h e  v e r y  s a m e  c o m p a n i e s  f o r  m o n o p o l y  

p r a c t i c e s  w h i c h  a r e  i n t e r f e r i n g  w i t h  t h e  U n i t e d  S t a t e s  s u p p l y  a n d  d e m a n d  

of  p e t r o l e u m .  

T h e  o n l y  c o u n t r y  I h a v e n ' t  s a i d  a n y t h i n g  a b o u t  i s  I r a q .  I t  i s  in  a 

s e n s e  s i m i l a r  t o  S a u d i  A r a b i a ,  in  t h a t  t h e y  h a v e  v e r y  l a r g e  r e s o u r c e s .  

I t  i s  d i s s i m i l a r  in  t h e  s e n s e  t h a t  i n  t h e  B r i t i s h  m a n d a t e  y e a r s  t h e r e  w a s  

a f a i r  e s t a b l i s h m e n t  o f  g o v e r n m e n t a l  m a c h i n e r y  w h i c h  h a d  m a d e  a f a i r  

s t a r t  p r i o r  t o  t h e  r e v o l u t i o n  o n  a n  o r g a n i z a t i o n  t o  e n c o u r a g e  e c o n o m i c  

d e v e l o p m e n t s ,  a n d  i m p o r t a n t  p r o j e c t s  w e r e  s e t  i n  m o t i o n .  

O u r  a s s o c i a t i o n  i n  r e g a r d  to  t h i s  w a s  n o t  t e r r i b l y  i m p o r t a n t .  N o w  

i t  i s  r a t h e r  c o m p l e t e l y  l i q u i d a t e d ,  a l t h o u g h  y o u  s t i l l  h a v e  A m e r i c a n  f i r m s  

w h i c h ,  o n  a c o m m e r c i a l  b a s i s ,  a r e  b u i l d i n g  t h e  l a r g e  d a m  a t  B e n d i k h a n ,  

a n d  o n e  o r  t w o  o t h e r  A m e r i c a n  i n t e r e s t s  t h a t  s t i l l  h a v e  c o n t r a c t s  w i t h  t h e  

I r a q i  g o v e r n m e n t .  

2O 



Iraq--just looking at it from the standpoint of economic development 

and potential economic strength--is an outstanding country in the area 

even though the Rhixa resources have not been fully capped, or even 

touched. They have the capital and, with the proper application of it, 

Iraq could be an outstanding example of improved welfare. 

But here you have again the conflicts of the authoritarian, the Com- 

munist elements which have infiltrated there and which came fairly close 

at one time to dominating the government, and the other elements which, 

unfortunately, are weak. The leadership is extremely weak. There are 

those who are pretty sure that Kassem is completely off his rocker. 

It is a situation, therefore, which is highly tenuous, and the political 

elements are so tenuous that it hardly makes any sense to speak seriously 

about the application of economic foreign policy in the area. 

Well, I think that just about completes the tour. Thank you very much. 

COLONEL BLACK: Mr. Williams is now ready for questions, gentlemen. 

QUESTION: Would you give your evaluation as to the pros and cons 

of this area in relation to limited war, as to whether the United States 

ought to stay in here2 As I understand it, they are not self-sufficient. 

We have to pour in a lot of money, and, particularly in the last war, we 

had a big supply base in Cairo. Would it be advantageous to us to stay in 

there and feed all these peoplej or would it be easier to just let the Russians 

take over ? Would you give your evaluations on the pros and cons--one way 

or the other ? 
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MR. W I L L I A M S :  I a m  n o t  s u r e  b u t  w h a t  t h a t  d o e s n ' t  i n v o l v e  a lo t  

o f  c o n c e p t s  w h i c h  g e t  a l i t t l e  b e y o n d  m y  s p h e r e  o f  k n o w l e d g e .  In  t e r m s  

of  t h e i r  o w n  c a p a c i t y  f o r  s e l f - s u f f i c i e n c y ,  i t  i s  t r u e  t h a t  d u r i n g  t h e  w a r  

w e  h a d  a M i d d l e  E a s t  s u p p l y  c e n t e r  t h e r e  w h i c h  h a d  a s  i t s  o b j e c t i v e  c o o r -  

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

o n  t h e i r  o w n .  

Now,  a s  p o p u | ~ A o n  h a s  i n c r e a s e d ,  t h e r e  a r e  a lo t  m o r e  m o u t h s  t o  

f e e d ,  a n d  o n  t h e  w h o l e  t h e y  p r e t t y  m u c h  n e e d  to  i m p o r t  f o o d .  Y o u  do ,  

t h o u g h ,  n e e d  t o  b e a r  in  m i n d  h e r e  t h a t  y o u  h a v e  a v e r y  l o w  s t a n d a r d  o f  

l i v i n g  o f  p e o p l e  w h o  h a v e  e i t h e r  g r u b b e d  a l o n g  t h e  r i v e r s  o r  g r u b b e d  a l o n g  

o n  t h e  d e s e r t ,  a n d  t h a t  t h e  i m p a c t  o f  s e L f - s u f f i c i e n c y  i s  n o t  q u i t e  t h e  s a m e  

a s  i t  w o u l d  b e  in  c o u n t r i e s  t h a t  a r e  a l i t t l e  m o r e  d e v e l o p e d .  

I d o n ' t  t h i n k  I c a n  s a y  a n y t h i n g ,  r e a l l y ,  a n y  m o r e  u s e f u l  t h a n  t h a t  

o n  y o u r  q u e s t i o n .  I d o n ' t  t h i n k  p r o b a b l y  t h a t  w e  w o u l d  e x a m i n e  t h e  a r e a  

f r o m  t h e  s t a n d p o i n t  o f  a l i m i t e d  w a r  w i t h o u t  r e g a r d  t o  t h e  p e t r o l e u m  q u e s -  

t i o n .  T h i s  a r e a ,  a s  y o u  k n o w ,  

r e s e r v e s .  

T h e  S o v i e t s  h a v e  e n o u g h  o i l  o f  t h e i r  o w n .  W e  w o u l d n ' t  w a n t  t o  h o l d  

i t  j u s t  t o  d e n y  o i l  t o  t h e  S o v i e t s .  On t h e  o t h e r  h a n d ,  t h a t  i s  a r e s o u r c e  

t h a t  E u r o p e a n s  a r e  p r e t t y  d e p e n d e n t  o n .  So ,  i n  a d d i t i o n  t o  s u c h  f a c t o r s  

a s  t h e i r  c a p a c i t y  o r  t h e  a m o u n t  i t  m i g h t  c o s t  u s  t o  k e e p  t h e m  g o i n g ,  w e  

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

in  r e g a r d  t o  S o v i e t  o b j e c t i v e s .  
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I ..... 

QUESTION:" Str, I think it is unfair to take this thing out of context, but, 

I think we told the Yemenis that we weren't competent to compete with 

the Russians. This kind of statement sort of disturbs me, as to how 

we are going to expect to win a cold war with the idea that we don't even 

know we are in a fight. To tell people that outside the country and to have 

that type of attitude toward it, sir, disturbs me. I wonder how it affects 

their point of view. 

MR. WILLIAMS: This is a very fundamental type of point. The 

question of massive Soviet assistance in the economic field, of course, 

is fairly new. The, Secretary of State has been pretty clear in fairly 

early phases of it. In expressing it as a fundamental policy that we will 

not endeavor to compete, the concept is not that we won't continue efforts 

or that we won't necessarily respond because there is a Soviet effort in 

the place.: It i just means that we won't try to match everything which, 

say, the countries in this area are particularly well qualified to do, to 

get in on a little bargaining basis. If we proclaimed a policy of competing 

with the Soviets, there is no telling where they would start a path that they 

would lead us down in a negotiation of competition. 

I can well appreciate that from particularly the military standpoint 

this doesn't perhaps make an awful lot of sense. Our competition is sort 

of some stuff of the military services, but if you adopted and proclaimed 

and indicated a policy of competition, you would quickly find yourself 

maneuvered into some mighty awkward situations. We would find it 
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i m p o s s i b l e ,  a c t u a l l y ,  t o  g e t  t h e  f u n d s  o r  c o m m a n d  t h e  r e s o u r c e s  t o  

d o  s u c h  t h i n g s  a n d  w e  w o u l d  e n d  u p  p r o b a b l y  m a k i n g  f o o l s  o f  o u r s e l v e s .  

Q U E S T I O N :  W h e n  w e  g@ i n t o  o n e  of  t h e s e  c o u n t r i e s  w i t h  a n  a i d  

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

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

t h e  t o p  o f f i c i a l s ,  w h e t h e r  i t  i s  o f f i c i a l l ~  u n o f f i c i a l l y ,  o r  o t h e r w i s e .  

H o w  do  w e  c o n t r o l  t h e  p a y m e n t  o f  t h i s  m o n e y  t o  m a k e  s u r e  i t  a c t u a l l y  

g e t s  o n  t o  t h e  p r o j e c t  w e  i n t e n d  i t  f o r  ? S e c o n d l y ,  i s  t h e r e  s o m e  w a y  

w e  c a n  c o n t r o l  t h i s  t o  m a k e  s u r e  t h a t  i t  d o e s  g e t  i n t o  t h e  p r o j e c t s ,  w i t h  

s p e c i a l  r e f e r e n c e  t o  t h e s e  c o u n t r i e s  y o u  h a v e  b e e n  t e l l i n g  u s  a b o u t ,  i n  

which I think the situation is a little bit different from what it is in.the 

European countries ? There I had the feeling that more of the money 

went to the projects we intended it for, and in these countries I had a 

feeling that more of these funds went into the pockets than went into 

the projects. 

MR. WILLIAMS: That is a very real problem in regard to practically 

one of these countries. I don't know that there is any real way to deal 

with it except through the choice of projects. The way in which you deliver 

the money and the type of project ,y.~ have all have a relationship to the 

eapacity of the higher officials and the lower officials to take a poll on the 

effort. Corruption is almost the stuff of life in most of these countries, 

as you know. We, perforce, find it necessary to deal with the political 

powers that exist. So, when you undertake an aid program, certainly one 
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of the  m o r e  i m p o r t a n t  e l e m e n t s  in t he  a n a l y s i s  of i t  o r  the  p r e p a r a t i o n  

f o r  it  i s :  Is i t  one w h i c h  would  l end  i t s e l f  to c o r r u p t i o n ?  

QUESTION: Si r ,  I w a s  i m p r e s s e d  wi th  the  p i c t u r e  tha t  you un fo lded  

abou t  t he  Y e m e n  t h e r e ,  of a id  go ing  in and j u s t  s o r t  of not  a c c o m p l i s h i n g  

a n y t h i n g .  Th i s  b r i n g s  us  b a c k  to E g y p t  in the  co t t on  s i t u a t i o n .  The  r e a l  

a b i l i t y  of o u r  do ing  s o m e t h i n g  in t h e r e  w h i c h  is  w o r t h - w h i l e  is  to  bu i ld  

up the  t r a d e  wi th  t h e s e  c o u n t r i e s  s o  t ha t  t h e y  w i l l  have  a t i e  to the  W e s t e r n  

w o r l d  t ha t  c a n ' t  be  s e g r e g a t e d  by a c h a n g e  of a d m i n i s t r a t i o n ,  o r  s o m e t h i n g  

l ike  t ha t .  A r e  we  e n d e a v o r i n g  to bu i ld  up t r a d e - - a p p a r e n t l y  not  in t h i s  

a r e a  a t  a l l - - a s  d i s t i n g u i s h e d  f r o m  th i s  h a n d - o u t  a i d ?  

MR.  W I L L I A M S :  T r a d e  is  a v e r y  f u n d a m e n t a l  and r e a l  p a r 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 .  The  GATT,  o u r  e f f o r t s  to r e d u c e  t a r i f f s  and 

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

on t he  v o l u m e  of f o r e i g n  t r a d e  tha t  t h e r e  is  in the  f r e e  w o r l d .  In the  U. A. R . ,  

f o r  e x a m p l e ,  l a s t  m o n t h  we had  a s p e c i a l  m i s s i o n  w h i c h  w e n t  out t h e r e  

f o r  t r a d e  to  e x a m i n e  t r a d i n g  p o s s i b i l i t i e s  and i n v e s t m e n t  p o s s i b i l i t i e s .  

It is  v e r y  h a r d  to  m e a s u r e ,  a c t u a l l y ,  how m u c h  a m i s s i o n  of t ha t  s o r t  

a c c o m p l i s h e s  in an o v e r a l l  s e n s e ,  but  t h e r e  is  no doubt  t ha t  t h e y  did 

s o m  e good .  

If y o u r  q u e s t i o n  goes  b e y o n d  tha t  g e n e r a l  p o s t u r e  of o u r  G o v e r n m e n t  

t o w a r d  t r a d e ,  to  s p e c u l a t i o n  on the  p o s s i b i l i t i e s  of w h e t h e r  i t  m i g h t  not  

be  a good i d e a  f o r  us  to  l e t  s o m e  of the  co t t on  f a r m e r s  of the  Sou th  do 

s o m e t h i n g  e l s e  t han  r a i s e  co t ton ,  and le t  s o m e  of  the  f e l l o w s  in E g y p t  
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g r o w  the co t ton  that we n e e d ,  o b v i o u s l y  you a r e  h e a d i n g  into  s o m e  v e r y  

f u n d a m e n t a l  d o m e s t i c  i s s u e s .  On that kind of q u e s t i o n  and on t h o s e  i s s u e s  

that  you would  adopt  in an e c o n o m i c  p l a n n i n g  point  of  v i e w ,  you m i g h t  v e r y  

w e l l  d e c i d e  that it i s  m u c h  c h e a p e r  for  us ,  r a t h e r  than p r o v i d i n g  aid,  to 

a c c e p t  that  f o r m  of d i v e r s i o n .  

I s u p p o s e  one could  e v e n  a r g u e  that it i s  i n e v i t a b l e  a n y w a y - - w h y  not 

a c c e l e r a t e  i t .  But p o l i t i c s  in th i s  c o u n t r y  a r e  a l s o  a v e r y  r e a l  e l e m e n t  

and p l a n n i n g  can be done only  in c l o i s t e r e d  h a l l s  for  the t i m e  b e i n g .  

C O L O N E L  BLACK:  Mr .  W i l l i a m s ,  we thank you v e r y  m u c h  for  b e i n g  

wi th  us th i s  m o r n i n g  and g i v i n g  us  your  i d e a s  on the  p r o b l e m s  of  the  

Middle  E a s t .  On b e h a l f  of  the  C o l l e g e ,  

MR.  WILLIAMS: Thank  you.  

thank you v e r y  m u c h .  

? 
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