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Foreword by the Overall Panel

We live in a period which to future generations will undoubsedly
appear as one of bistory’s great dividing lines. All over the world
millions are groping for & new meaning in their lives and new
dignity. As in all such periods the issue concerns the nature of
man and bis place in the universe. Iz is between the conception
of the individual as the measure of things and the individual as
@ toor to be manipulated.

This report follows veports on international security and on
domestic economic and social objectives. The sequence symbolizes
the nature of the contemporary turmoil. We require military
security to assure the possibility of achieving our positive aspira-
tions. A vital and growing United States ecomomy is essential
to the well-being of peoples everywhere. But ultimately our
contribuiion to the contemporary revolution will be measured
by our comcern: by our ability to embody universal values, by
the degree to which we can relate ourselves to the hopes of
peopie beyond our borders.

Everywhere economic growth has become a primary con-
cern. But while increased world productivity is essential to fulfill
many aspivations, it cannoct be our uiltimate purpose. Precisely
becanse ecomomic activity offers such vast rewards, the values
on which it rests bave never been more essential. Where tech-
nology is not related to deeper comcerns, it may merely refine
the tools of slavery.

This report strongly urges a greater American participa-
tion in world economic and social progress. We look forward
to & world united movre profoundly than the contemporary world
by a community of shared aspirations. In this semse our values
transcend wational boundaries and iron curtains,

T'his repors i the work of Panel 11, one of seven panels
of the Special Studies Project. Each member of :he Grerall Panel
has served on one of these groups. Obviously we are most familiar
with the studies of those panels on which we have served, but
we have considered the draft of this report at various stages of
its formulation. Not every member endorses every detail, but
we bave approved its substance and we believe implementation
of its recommendations will greatly strengshen the free world.
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A Word by Panel III

T'his report seeks to outline a sivucinre jor a free world which
gives effect to the imterpendence of nations and which makes
possible the achievement of the apsirations of its peoples. We
believe this to be the economic challenge of the mid-twentieth
century.

We live in a period which has the task of rebuilding ~u
international order amd of establishing new international eco-
nomic relationships. While we bave devoted considerable atten-
tion to the Soviet threat, we bave not derived the justification
for our foreign economic policy from it. A structure cannot be
built primarily on motives of negation. Its sole justification
cannot be merely to prevent an expansion of the Soviet sphere.

We are convinced that it is not sufficien: to construe the
end of foreign policy simply as the procuvement of military
secyrity. It is not enough to base foreign ecemomic policy on
the need for meeting emergencies requiving instani action; in
fact, one of the purposes of a sound policy is to preveni emer-
gencies from arising. Now is foreign economic policy imporiant
stmply because of United States reliance on foreign resources—
considerable as this is. The free world confronss z deeper chal-
lenge than mere survival. The impetus behind our efforts miust
always be the things we believe much more than those we rejact.
We should consiier our efforis not as an act of benevovience &ut
of partnership. The challenge is therefore to our sense of purpose
and & our values. The beritage of freedom and the traditicn of
faith in buman dignity depend on cur responrse.

This report is the resuit of a group effort by Panel Il of
the Special Studies Project. Although not every member of the
panel subscribes to every detail, it veflecis our substantial agree-

meni.

*MILTON KATZ, director, International Legal Studies, Harvard
Law School. Former Ambassador and chief in Europe of the
Marshall Plan; chairman and U.S. member, Defense Financial
and Economic Committee under NATO; U.S. representative,
Economic Commission for Europe; U.S. executive officer, com-
bined Production and Resources Board. Chairman of Panel IIL
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[—The Challenge

The world’s present disorders often seem as a series of un-
related crises. Actually they reflect disintegration of a whole system
of relationships which once provided nations with some measure
of stability both in politics and in economics. Enormous transforma-
tions in human aspirations, in the structure of societies, in science and
technology, have reshaped events at unprecedented speed.

All over the world, social and economic conditicns taken for
granted for centuries have come to seem intolerable. Ecomomic and
social growth has become a matter of primary comcern everywhere.
These aspirations for growth, if they are based on respect for national
and human dignity, can become the basis of a new and more endut-
ing world community.

The chalienge, then, is to build 2 new structure that will make
possible the fulfiliment of the basic purposes of humanity. The well-
being and the prosperity of every nation will depend to an increasing
degree on its participation in a complex of nations designed to satisfy
awakening human aspirations. No country-—not even the United
States—can meet the expectations of its people or continue i{oc grow
merely by developing and using its own resources alome. The free
worid must devise the institutions for a world community in which
free societies may flourish and free men have the opportunity to
realize their potentialities as human beings.

There is every reason why Americans should take the lead in
meeting this challenge. Our own development has been marked by 2
belief in growth and in the use of this growth to enhance individual
well-being. This belief reflects our own deepest aspirations. Cur
task now is to project more effectively our historic concerns to the
world scene. For values, if they are meaningful, transcend national
boundaries. Our participation in world economic and social progress
is important from the point of view of our own economy and that
of the free world. It is crucial from the point of view of our
survival and the survival of freedom everywhere. Such participation is
imposed by our decpest beliefs.

It is imperative that we become clear about the nature of our
responsibilities. We have lacked a clear vision of free world institu-
tions which make the increasing interdependence of societies a source
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of mutual strength. Now such vision is essential. In the absence of
a comprehensive and well-defined purpose, our acfions have often
scemed ftful and have oot always been meaningful. The challenge.
therefore, to our foreign economic policy is to develop a concept
for an international structure within which the basic human objec-
tives can be realized, to understand our responsibilities with respect
to it, and then work steadily toward achieving it.




[I—The Narture
of the Problem

An essential component of z sound United States foreign
econonic policy is an assessment of the world in which it must operate.

A. DISINTEGRATION OF THE NINETEENTH-
CENTURY POLITICAL SYSTEM

The central political fact of our time is the disintegration of
the international system which dominated world affairs almost until
the outbreak of World War II. Until the turn of the century, thir-
teen empires ruled the world. The neutrality of the Western Hemis-
phere—as of many regions today—depended on the existence of an
equilibrium maintained by other states. This balance of power saw to
it that most transformations were relatively minor; they did not
threaten or seem to threaten the survival of the states comprising the
international systemn.

The ninetcenth-century international system, for all its failings,
provided order, rationalized administration, and arrangements for
economic exchange. It supplied a form of answer to the increasing
interdependence of societies. Europe was the world's principal manu-
facturer and the principal user of raw materials. She was the world's
primary banker and source of capital. People, goods and money moved
with relative freedom from country to country; and Europe's banks
financed the exchange of goods The gold standard maintained by z
central banking policy of the principal powers made for a kind of
common CUrrency.

The internal stresses of the imperial system began to be ap-
parent in the nincteenth century, and became conspicuous in 1914,
The first World War led to the coilapse of the German, Austrian,
Turkish and Russian empires. By 19535 most of the remaining im-
perialist systems had dissolved. The nincteenth-century system of em-
pires as a means of maiataiping world order, arranging worid eco-
nomics and settling international disputes has collapsed.

Twenty new sovereign nations have come int~ being since the
end of World War II. More will urdoubtedly emerge in the next
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decade. While fulilling their aspirations to national sovercignty.
these nations face new problems. At a moment when the pressures of
the contemporary period impe! greater and greater interdependence,
the newly independent nations are driven or tempted to erect self-suf-
ficient economies, which tend to restrict the broad markets essential for
industrialization. One system of organizing the international order has
been destroyed without replacement by another. The diverging forces
of nationalism must be balanced by converging forces secking to bring
about a free association of nations so that political, social and eco-
nomic cooperation can transcend national boundaries. Simon Bolivar,
the great Latin American liberator, expressed this principle of inter-
dependence of free nations more than a century ago. He saw that as
the young republics of the Western Hemisphere achieved their in-
dependence some new system of free association would be needed.
Twice within a generation the United States has been imstru-
mental in bringing a world organization into being: the League of
Nations in 1919 (though vre refused to join) and the United Nations
in 1945. In both instances the impetus was the belief that the inter-
dependence of nations, demonstrated in two catastrophic wars, had to
find an institutional expression. In each case high hopes were not fully
realized because the formal institutions of the world organizations
were designed to achieve more than the consensus of cxisting shared
aspirations was prepared to support. The cmergence of revolutionary
dictatorship in Germany, Italy and Russia after World War I, and
the pressures of Communist expansionism since the end of World War
Ii frustrated many hopes. The existence of a group of powers seck-
ing to undermine the free world has thus ar prevented the United
Nations from giving effective expression of a consensus of humanity.
This mnternational organization has been hampered :n many
of its funct.ons by the schism between the Communist and the free
world. This has not decreased the importance of striving to realize
its potential. But it has increased the impostance of other groupings,
regional and functional. After World War II. Europe dramatically led
the way toward new groupings such as the European Coal and Steel
Community, the European Atomic Energy Community {Euratom}, the
European Common Market {Euromeart), and the European Payments
Union. The same process has begun to tzke place eisewhere,
Multinational structures, regional or functional, fequire Con-
tinuous and imaginative attention, as well as political institutions based
on common goals, if they are to succeed. The structures must be-
come a primary concern of American policy, for in this development
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nztional interests and idealistic hopes can converge. Provided we have
the vision and courage, solutions and institutions can evolve into
great design. The twentieth century s atternpting o replace national
and international systems of the nineteenth ceutury; it must seek to
© so with more understanding of its goals, so that human ideals and
practical requirements can both be achieved.

»

B. THE WORLD-WIDE SOCIAL REVOLUTION

Until the end of the eighteenth century, mankind accepted the
view that poverty and want were ng more to be qLecnonea than iil-
ness and death. In the pyramid of each society—-it was assumed—
some would be bern to wezlth or power; a very few might rise to it
But for the mass of mankind, a man's station was fixed by tradition,
‘The vast majority could hope at best for subsistence.

In the late eighteenth century the inevitability of this soctal
order was challenged and with it the validity of the ;QEE;M. i systems
which mainiained it. The philosophers of the Enlightenment pro-
claimed the docicine of the p oliti-al equality of all men; the British,
French and American revolutions created institutional expressions of
these beliefs. During the next centurv .aost nations of the Wostern
World—with the notable exception of Russia-—followed suit,

The concept of equality was not, at £.st. extended fo economics.
On the contrary, the economic life of society was considered to be
outside the sphere of governmental action. The advocates of poiitical
reform saw their task in sweeping away the old mercantile system and
the regulaticn of enterprise by government charter. It was thought
that the absence of political restraint would automatically produce eco-
nomic well-being.

Within a generation, to the original eighreenth-century postu-
Iate of political liberty was added the concept that economic liberiy.

in the sense of freedom from economic oppression and from extremes
of want, was a necessary condition for the preservation of political
liberty.

The industrial revolution gave substance to these ideals. Mass
production drastically reduced the costs of manufactured articles. More
efqcient methods of distribution stimulated wide consumption. Mass
media of communication contributed to creating common patterns of
taste. Over the vears the notion that industrialization could first end

e

extremes of want, and then bring about a more or less general condi-
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tion of well-being, became increasingly plausible. Universal suffrage
gave impetus to this belief in Western Europe and the United
States; expanding world trade spread it ail over the globe.

Economic possibility was translated intc urgency under the im-
pact of the great depression of the 1930's. Many governmonts were
forced to intervene to a greater extent in the economic life of their
people. It came to be generally accepted that the government shared in
the responsibility for the alleviation of distress and for preventing ex-
cessive fluctuations in economic conditions. This movement gained
added impetus through the two world v-ars. Modern war brought with
it the need for sustained and conscious governmental direction of the
economic effort. There was, in addition, a widespread teadency to seek
to maintain the needed productive effort and paticace in the face of
suffering by bright hopes for a peacetime world.

As a result of all these factors, there came about by the end
of World War II an almost universal demand for a better standard
of living to be achieved through political action, if purely economic
efforts proved insufficient. In the United States, where the gap be-
tween aspirations and reality was smallest, this demard was at its
mildest—but it was unmistakably evident in such concerns as legisla-
tion for full employment, veterans’ pensions and education, and a re-
newed impulse toward racial equality. In other nations, where the
gap between reality and aspirations was larger, demands took ea in-
creasingly revolutionary overtones—the revolution of rising expecta-
tions became 2 dominant current in contemporary affairs.

America cannot stand aloof from this revolution. It was pro-
duced in the first place by the liberal doctrines of the West of which
we are ourselves a product and an example. It was made possible by
a system of industrialization which has been coupled with growing
social resporsibility. Unless their future offers 2 realistic prospect of
economic growth and social betterment, many nations will prove recep-
tive to schemes which promise economic and social progress at the
sacrifice of other great values.

C. THE LESS DEVELOPED NATIONS: RISING
EXPECTATIONS AND POPULATION GROWTH

The soctal revolution is particulacly pressing in the less devel-
oped regions of the world. There, many nations are secking to achieve
in a gene-ation and under extremely difficult conditions a development
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that took 2 century in the now industrialized states. Industrialization
ts impossible without either domestic savings—that is, 2 mcasure of
sacrifice in the present for the sake of the future—or foreign invest-
ment. Generally it requires both. Yet the areas where the gap between
aspirations and reality is greatest are also the very countries in which it
is typically most difficult to encourage Jomestic savings or where
conditions are often too unsettled to attract forcign investment,

Similarly. these countries also liequently lack the social and
political institutions which are essential for sustzined growth: adequate
medical and educat’onal facilities, power and transportation, efficient
government services. Finally, the regions most in need of capital also
are often handicapped by the absence of a tradition of enterprise, a
trained labor force, or an adequate market system.

Attaining rapidly 2 higher level of economic and social well-
being goes far beyond increasing a given level of capital investment.
The experience of the Marshall Plan with respect to the relationship
between economic well-being and political stability is not necessarily
applicable to other areas. In Europe the institutions of democracy had
grown up over centuries; the administrations were competent; the
national consciousness was well developed. The danger to these insti-
tutions was the gap between economic reality and the hopes of society.
An improvement in economic conditions could therefore be expected
to have a stabilizing effect. It did not transform the social order. By
improving the conditions of life, it restored confidence in the political
framework.

The situation is more complicated when political and social revo-
lutions are occurring side by side as in the case of many of the newly
independent nations. Here the overthrow of the colonial rule involves
at the same time the collapse of the existing political framewaork and
often of the social framework as well. As a result, economic, secial an
polit:cal institutions must be built anew side by side. The process of
ransition 1n most of the newly developing countries involves an
attempt to replace the disintegrating colonial or indigenous feudal rule
with new institutions. Moreover, we need to recognize that to the extent
economic development is successful, it may well have politically unset-
tling effects. Many traditional institutions become obsolete. New
patterns of organization—economic, social and political—are required.
As the economy expands, its demands for talent will multiply. An
increasingly wide base of education becomes necessary.

The world-wide social and economic revolution is made even
more acute by the explosive increase of the world’s population. Ever
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since 1650, the world’s population has been increasing at an ever accel-
erating rate. From 1940 to 1955, for example, the annual percentage
increase was fwice the rate of the period between 1850 and 1900.
Since the base of the population is growing, the rising percentzge
increase involves huge numbers. In the short space of 35 years, between
1920 and 1955, the total increase in the world’s population was greater
than the entire world population of 1750. If the rate of growth
between 1900 and 1950 is maintained, the world’s population will
increase by at least a third in the next generation, or by about one
billion. In recent years, the rate of growth has been even greater.

Among the causes of this increase are advances in public health
and related factors which have produced a startling drop in the mos-
tality rate and extension of life expectancy, while the birthrate has
remained relatively constant. The impact of this increase is particu-
larly pronounced in the less developed countries, where population
growth often threatens to outstrip gains in productivity. A number
cf these countries face the paradoxical situation where the standard
of living may drop despite a considerable i~-rease in the gross national
product.

This experience differs from that of similar periods in Europe
and the United States. Because in Europe the greatest increase in popu-
lation occurred only affer a considerable amount of economic develop-
ment had been achieved, it was possible not only to absorb the growing
labor force but alse to increase the standard of living. The United
States had the advantage of virgin regions so that increases in popula-
tion led to the settlement of new lands and the development of natural
resources. In Europe and the United States, economic development
and population growth therefore tended to reinforce each other.

t is different, however, in most of the currently less developed
regions, with the exception of much of Latin America. The relation
of population to resources in most contemporary agrarian nations is
much less favorable than was the case in Western Europe in the
eighteenth or early nineteenth century or in North America at any
time. It is therefore extremely difficult in many of the less developed
countries to raise national income to keep pace with population
growth, much less to improve the standard of living. Thus these
countries wiil have to increase their production very rapidly simply
to maintain existing living standards.

The restlessness produced in a rapidly growing population is
magaitied by the predominance of youth. In Algeria, for example,
the age group under 25 represents 61 per cent of the population and

9




in Burma 55 per cent, as compared with 43 per cent in the United
States and 38 per cent in France. In a comparctively vouthiul popula-
tion, impatience to realize rising expectations is ftkely to be pronounced.
Extreme nationalism has often been the result.

No asscssment of the contemporary scene can ignore this mush-
rooming increase of population, and the wakened aspirations of the
less developed areas. They are possibly ihe greatest incentives today
for speeding up the development of resources, the g'ov» ing indus-
trialization and power development, the expansion of educational
opportunities for young people. The chalienge is political, social and
spiritual, as well as economic, Unless economic growth goes hand in
hand with the creation of institutions which safeguard respect for
human dignity, industrialization wiil have merely succeeded in creating
more efficient means of oppression. The ultimate worth of economic
development will be determined by the convictions and purposes of
men.

D, THE INDUSTRIAL NATIONS
OF THE FREE WORLD

The transformations of the postwar period chalienge not only
the less developed regions. Many of the industrialized naticns are
undergoing painful adaptations to positions of diminished power and
influence. This requires psychological adjustments which may be even
more difficult than economic adapLations In the light of the magmmde
and intricacy of the task, it is remarkable how much has been accom-
plished. Western Europe, at first hesitantly but with gathering momen-
tum, has scught to compensate for a declae in its political influence
overseas by strengthening its own internal reiationships. Japan has
established new political and economic relationships to replace the
former imperial patiern.

Major problems emerge. The great industrial complex of
Western Europe supperts 2 dense population at a very adequate living
standard despite an insufficient base of agricultural land, fuel, and
raw matertals. For the most part, it fabricates largely imported raw
materials and sells overseas enough of its output to cover the food and
fue! dehcits and to pay for the raw materials. For this sector of the
world, high levels of international trade—assureci supplies of fuel and
materials and ample markets—are essential. Japan’s position is similar
but even more acute. Her living st ﬂdard is the highest in Asia although

10




the relationship of population to resources is far poorer even than
Europe’s.

The crucial political importance of these arcas can be taken for
granted. What cannot be taken for granted is an internaticnal struc-
ture in which their economies can continue to flourish. Western
Europe’s industrial pre-eminence was gravely weakened by World
War I and the great depression, and transformed beyond recognition
by World War II. Europe’s economic security today depends on two
indispensable factors: (1) her own intellectual and technical vitality
and economic enterprise; and (2) ar international structure which will
enable Europe to have access to foreign markets on fair terms and
adequate supplies of materials if Europe can offer reasonable value in
return for them.

Whatever doubts mayv have existed in the immediate postwar
vears as to Europe’s technical vitality, economic enterprise, and political
inventiveness have becn laid to rest by the extraordinary record of the
last decade. Once catalyzed by Marshall Plan aid, the European
economy has moved from strength to strength. German recovery i
widely acclaimed as a miracle, but similar miracles have been achieved
in Britain, France, Italy, Austria, the Low Countries, and Scandinavia.
Japan, supporting an enlarged population in a much smaller homeland,
has alsoc made an extraordirary economic recoverv.

Nevertheless, the economic situation of the industrialized
nations remains precarious. If Asian, Middie Eastern and African
nationalism, exploited by the Soviet bloc, becomes a destructive force,
European supplies of oil and other essential raw materials may be
jeopardized. Moreover, the Soviet Union is increasingly resorting to
economic warfare designed, it would seem. to disrupt Western trade
through systematic market raids.

Also, while the acute doliar shortage of the immediate postwar
years has been alleviated, total United States exporis of goods and
services still cxceed imports by $6.6 biliion. The difference has been
made up by United States privaie investment abroad, economic assistance
programs, its expenditures overseas for military bases, and by troop
pay spent abroad. Even so, the demand for American goods has so far
outstripped available dollar supplies that there hes been continuing
recourse i various countries fo import quotas and exchange controls.
Free convertibility for the major nondollar currencies has yet to be
achieved. The growth of foreign gold and dollar reserves has still to
reach a point where Liquid balances could readily cover normal fluc-
tuations 1n international trade and financial conditions.
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Even the precarious balance is dependent on sustained growth
of the American economy and on American foreign economic policy.
The dollar reserves of our industrial allies could be reduced below the
essential minimum by any one of three developments: a prolonged
recession in the United States; a curtailment of foreign assistance pro-
grams; or a shift of the United States away from its Reciprocal Trade
Agreement policy.

A great deal depends therefore on developing an international
structure which reflects the interdependence of countries, large and
small, industrialized and less developed. Europe and Japan, together
with the United States, supply most of the machinery and equipment
and capital inv-stment required by the less developed countries for
their industrialization. The less developed countries in turn supply an
increasing percentage of the raw materials and commodities required
by the industrialized nations. It is necessary to establish a structure
which gives effect to this partnerskip. An essential component will be
an increasingly liberal United States trade policy, which will permit
other nations to sell in American markets.

E. THE COMMUNIST THREAT

The world-wide social revolution, the pressure of rising expec-
tations, the problems of population growth, and the readjustment of
industrial societies are a sufficient challenge by themselves, but they
are given particular urgency because of the existence of 2 militant world-
wide Communist movement, centered in Moscow and Peiping, eager
to exploit all dissatisfactions and to organize all grievances. Whereas
the impetus of the revolution of rising expectations derives from the
liberal values of the West, that of the Communist empire is built on a
negation of these values. While giving lip service to democratic ideals
and concepts for over a generation, Communist leaders have stubbornly
maintained their implacable hostility to the free world.

Their irreconcilability has been maintained through all the
fluctuations of Soviet policy. It was most recently reaffirmed in the
attack of the Communist bloc againt Tito of April 19%8 and again
in Krushchev’s report to the Supreme Soviet in November 1957, when
he said: ". . . we, of course, have no intention of asserting that there
are no contradictions between socialism and capitalism. The ideological
differences are irreconcilable. They will continue to exist.” Even
periods during which Soviet leaders procizim a doctrine of peaceful
coexistence have never rud more than a tactical significance—to encom-
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pass more surely the downfall of the free world. The “spirit of
Geneva” did not stand in the way of Soviet maneuvers to magnify
Middle Eastern tensions. The moral outrage of the world did not pre-
vent the brutal suppression of the revoit in Hungary. The Soviet and
Chinese Communist leaders are not concerned with fulfilling individual
human aspirations. They see their task in exploiting or even generating
grievances and in maximizing dissatisfactions.

The insidiousness of the Soviet strength derives in part from
their skill in appearing all over the world as defenders of the very
values which have given us our strength: freedom, human dignity, and
national sovereignty. To be sure, these terms have a different meaning
in Communist vocabulary, but the difference is often not understood
until too late. At the same time, the success of Communism’s attempt
to steal the vocabulary of freedom could come about because the con-
cepts of freedom, human dignity and social justice are too often used
without a sense of inner conviction in the free world. No more impor-
tant task confronts all nations of the free world than to give more
concrete meaning to the values they profess.

Another source of initial Soviet strength resides in part in the
difference in time scale between tasks of construction and efforts of
disruption. The challenge before the free world is to bring about a new
international order. To fulfill aspirations, to build for economic and
social growth, to bring about a new international structure based on
consent requires patient and sustained efforts, the results of which are
rarely immediate. To fan dissatisfaction, on the other hand, to sharpen
tensions is relatively simple and can be done rather quickly. Even in the
best of circumstances and with the wisest policy, it will not be an easy
matter to overcome the Soviet policy of disruption and negation carried
on under the constant threat of growing Soviet military might and its
pelicies of subversion.

The Soviet Union has recently begun an increasingly agressive
program of economic penetration into a few couniries which have
been assigned high political priority. The period was ushered in by
Stalin’s last theoretical pronouncement, an article in Bolshevik in
October 1952. In it he argues that the expansion of the Soviet sphere
was bound to accelerate the disintegration of the capitalistic economic
systern. As the market available to the free world shrank, Stalin said,
the competition among the capitalist states would grow ever fiercer. It
was the task of Communism, so the argument ran, to aggravate tensions
by keeping up unremitting pressure and by disrupting economic rela-
tionships within the free world as much as possible.
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1. Soviet Azd

Sino-Soviet aid promised (only a small part has been delivered)
to the less developed countries from January 1, 1954 to February 1,
1958 amounted to $1,952 million as foliows: *

Millions of Dollars

Egypt 485 (of which 250 military)
Syria 294 (of which 100 military)
Yemen 19 (of which 3 military)
India 295
Afghanistan 161 {of which 25 military)
Indonesia 109
Nepal 13
Ceylon 20
Burma 42
Cambodia 22
Yugosiavia 464
Turkey 10
Ethiopia 5
Other 13
Total 1,952

*U. §. Depariment of State.

The political intent behind this program is apparent from the
figures. For example, 44 per cent of total Soviet assistance o the
Middle Eastern countries was for military equipment. The percentage
of military aid in this program is even larger if it is realized that the
military equipment has already been delivered while probably no more
than 10 to 15 per cent of the economic assistance has been disbursed
to date. Morcover, Soviet assistance is concentrated geographically in
areas which promise 2 maximum political return: almost half of Soviet
aid went to the Middie East. Another 24 per cent weat to Yugoslavia
with which the Soviet Union was then striving to restore relations.
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Credits are extended with an eye io maximum political and
psycholcgical effectiveness. They are usuaily amnounced on formal
political occasions. Their volume appears deceptively large because
evea though the credit may extend over 2 five to ten year period, it
is the fotal amount of the loan which has been publicized. Soviet
loans are usually accompanied by the offer of technicians. And they
are often extended for projects which have maximum conspicuousness.

2. Communnist Bloc Trade

The question of United Stafes policy toward Soviet bloc trade is
a very real one that must be faced realistically. The Communist na-
tions have not in the past participated in any substential degree in
world trade, partly because of the nature of their economies, partly be-
cause of political reasons. Although the Soviet bloc produces about 25
per cent of the world’'s goods and services, as a whole it accounts
for only about 10 per cent of world trade. It is interesting to note that
trade with the Soviet bloc in 1956 accounted for less than 3 per cent
of the $49 billion combined import and export trade of the less
developed free world nations.

More recently, however, the Soviet Union has been engaging
in a vigorous program to expand its trade with the newly developing
cegions. Although most of the publicity has concerned recent trade
overtures made by the U.S.S.R., the latter's volume of trade with the
less developed areas is considerably smaller than that of its satellites or
even that of Communist China. But regardless of which segment of
the Soviet bloc is making the trade overtures, they are being used in a
concerted effort to disrupt the historic ties between these less developed
countries and the industrialized nations of the democratic West. The
objective is clearly one of economic and political domination.

Through an ever increasing number of trade and clearing agree-
ments with countries in Asta, Africa and Latin America, the Soviet
bloc has been bidding on a barter basis, with machinery, equipment,
cement, aluminum or other processed materials and supplies, for
surplus agricultural products or industrial raw materials. As a result,
the volume of Soviet bloc trade with the free world has shown con-
siderable expansion. Although Soviet trade accounts for only 2 minor
fraction of the total foreign trade of the less developed areas as a
whole, it has had 2 considerable impact on the relatively few countries
upon which it has been focused.
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TRADE OF VARIOUS COUNTRIES WITH
COMMUNIST BLOC—1956
Exports to Imports from

Communist Bloc Communist Bloc

{Percentages are of total exports
or imports of each country)

Egypt 349 149,
Yugoslavia 24 23
Burma 14 19
Turkey 20 15
Iran 17 10
Ceylon 11 9
Syria 8 4
Pakistan 6 0.3

Source: U. §. Internationsl Cooperation Administration.

To most of the above countries, trade with the Soviet bioc has assumed
proportions that indicate a continuing degree of dependence rather
than a casual or transient bargaining incident.

It is important for us to recognize that trade competition
from the Soviet bloc has not had, and for many years to come
probably cannot generate, the capacity to supply a substantial portion
of import needs and export outlets of the less developed cousntries.
The competition which it offers is essentialiy political. Piecemeal
competition, on a selective basis, fits readily inte its political strategy
of gaining 2 foothold in the less industrialized nations, one by one.
The economy and resources of the Soviet bloc are ample for such
purposes and for a considerable expansion beyond what it has so far
attemnpted.

It is probabie that this competition will be intensified. Since the
particular offers will be designed to accomplish political rather than
economic ends, they need not necessarily be restricted to exchanges
that are mutually profitable. To be sure the willingness to maintain
terms that are economically disadvantageous to the U.S. 8. R. would
disappear once the ties of dependence had been forged. But once the
ties exist, they can be used to increase further the economic dependence
of the less developed world.

Thus, the Soviet trade offensive is z powerful weapon to
achieve economic domination and political penetration, particularly
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as long as it can be conducted on a bilateral basis. Small countries
that find themselves depending *po the U.S.S.R. for a large
portion of their zrnpast aupfues and export outlets may well find
themselves caught in a vise far more restrictive and controlling than
any colonial system of the past.

The free world can withstand the impact of the Soviet geopoli-
tical trade offensive, if it organizes itself to do so. The more highly
industrialized nations of the free world are linked to the less
developed nations by a two-way trade of goods that totals more than
$35 billion annuvally or almost thirty times the amount of trade
between the less developed countries and the Communist bloc. By
building appropriate internationzl institutias on the solid basis of
existing mutual interest, the free world can perpetuate an advantage
that lies orerwhelmingly on its side.

T

3. Exchange of Leaders

Coupled with their trade programs is an increasing emphasis
by the Soviet bloc on the exchange of technicians and other pezsonuei
During 1957, 2,000 Soviet bloc technicians were working for ?éindS
of one month or more in 19 less developed countries In Asia and
Africa. Roughly one-third were military technicians. The others {1,375
or more) were civilian technical specialists. The supply of Soviet talent
avialable to be sent abroad is increasing rapidly. The Soviet Union
is currently greduating more scientists and engineers than the United
States. The U.S.S.R. has no difhculty in mcm\.mg personnel fo serve
abroad; it settles this question by command. Its emphasis on five-
vear language iraining helps to insure that most Soviet personnel in
foreign countries speak the language of the areas to which they are
assigned. Morcover, living conditions for these specialists abroad are
more comparable to those to which they are accustomed at home than
is the case with American persons 1.

At the same time. a grow:ng number of people from free
world Asian countries are being brought to the Soviet Union or Chma
for academic study, in-service training and guided tours. In 1957, over
2,000 such technicians, professional peo ?i and students went tu
Sovier bloc countries for study and indoctrination. A series of agree-
ments have becn negoriated fo fm:'efws this number. All these factors
combine tc make their psychological impact an increasimgly potenmc
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4. Conclusion

While the Soviet threat in the field of foreign economic policy
is potentially formidable, it must be seen in its proper perspective.
It 1s menacing to the degree that the cohesion of the free world is
inadequate.

The selective economic program of the Soviet Union is
politically effective primarily to the extent that weak countries must
face the strong Soviet economy alone. If these countries are part of
larger groupings they will be able to resist pressure more easily and
negotiate on a more nearly equal basis.

The Soviet effort is impressive primarily because the free world
has failed to develop a workable structure within which the industrial-
ized and newly developing regions can cooperate in fuifilling the
aspirations of their peoples. We must contribute to the growth and
cohesiveness of the community of free nations not merely because we
wish to prevent an expansion of the Soviet sphere, but because we
want to cooperate in bringing abcut a new international system
dedicated to peace, to human dignity, and to respect for national
independence.

F. UNITED STATES TIES WITH
THE WORLD ECONCMY

In 1956 total United States private investment and economic
assistance zbroad, excluding all military assistance, amounted to over
$6.6 billion. As a result, in 1956 foreign countries were able to obtain
$6.6 billion more of goods and services from this country than the
United States purchased from them through commercial transactions.
In addition, foreign holdings of gold and dolars increased by more
than $500 million.

This compares with a flow of development loans from the
Soviet bloc to the free world nations valued at about $200 miilion in
1956—3 per cent of the United States figure.

The following table presents ner Unifed States private commit-
ments abroad (including reinvested earnings) and ner United States
government grants and credits. ‘The statistics differ from the con-
ventional presentation in the balance of payments accounts which
omit reinvested earnings and net out z variety of transactions repre-
senting money ficws in both directions. The sizlistics in the table,
which are derived from official accounts, present 2 more representa-
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tive order of magpitude of recent United States performance in this
field than do the balance of payments figures.

U.S. GOVERNMENT ECONOMIC ASSISTANCE AND WET
PRIVATE COMMITMENTS ABROAD -— 1956
(Millions of U.S. Doilars)
FromU.S. From Total
Private U.s. from
Sources Government U.S.

1. To Free World Industrialized Countries- 2,745 678 3,421
a. Western Europe 890 542 1,532
b. Canada 1,446 -5 1,441
¢. Other 307 141 448
2. To Newliy Developing Countries: 1,739 1,519 3,258
a. Latin America 1,056 185 1,211
b. Western European Dependencies 212 6 218

¢. Independent Countries of Asia, Africa
and Middle East 443 1,361 1,804
d. Eastern Europe 28 -3 25
Total — All Areas 44822 2,197% 6,679

* $2.8 billion in the form of net direct investments by USS. enterprises includ-
ing reinvested earnings; $1.2 billion net portfolio investments in foreign
securities and short term loans; and $500 million net remittances of private
individuals and philenthropic organizations.

" $1.7 billion net nonmilitary grants, including zbout $1.0 billion of defense
support aid—i.e., economic assistznce to nations cooperating in the free world
defense effort. Three of these countries are inciuded under the Western
Europe heading and nine under independent countries of Asia, Africa ard
Middle East.

Net short term assistance totaled $0.5 billicn.

Source: U. §. Depariment of Commerce.
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Almost $4.5 billion of the total United States commitments was
privately furnished. United States government grants, credits, and
public sales of surplus agricultural products for local currencies (to
be used for local economic development) netted about $2.2 billion.
In addition, the International Bank for Reconstruction and Develop-
ment (more than 80 per cent of whose capital comes from United
States public and private subscriptions) made disbursements of $332
million during fiscal year 1957; and the United States government
contributed $15.5 million in 1956 to the United Nations Technical
Assistance Program.

Of the total United States capital flow—government and
private—$3.3 billion went to the less developed areas in 1956. In
addition, the International Bank for Reconstruction and Development
made development loans of $184 million to these areas; and Western
European capital contributions are estimated at $1.3 biilion {8800
million from government sources; $500 million from private capital
flows). Thus, the newly developing economies of the free world
received almost $5 billion from the industrialized West, compared to
$200 million from the Soviet bloc.

The foregoing statistics refer to the jlow of funds during a
single year, 1956. These flows served to augment the ‘ofa! valne of
the investment capital provided through flows of foreign investment
over the years. While statistics are not fully available for total free
world foreign investment, it is noteworthy that the total value of
United Staies investment abroad at the end of 1956 is estimated at
over $49 billion, of which $33 billion was furnished by privale
SOurces.

We have been particularly negligent in giving proper weight
to the constructive role played by private capital flows. From the
tabulation we have presented, it will be seen that over-all these are
running at a rate that is more than twice the volume of United States
government economic assistance, and in the newly developing eco-
nomies it is of comparable magnitude to the United States govern-
ment effort. Furthermore, in recent vears privale foreign investment
has been expanding rapidly and broadening its base both geographi-
cally and in industrial diversity. Yet it is too often written off as
having only secondary imporfance as an instrument for forwarding
economic development in the less industrialized econormues. It 1s our
conviction that private investment can carry abroad the dynamism that
has characterized the United States economy more effectively than any
other means at our command. We should give far more efforf thar
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we have ir the past finding ways of encouraging its maximum usz
for achieving world economic and social devclopment,

In addition to commitments in the financial field, the United

tates initiated in Latin America the concept of technical assistance

some fifteen years ago and has pionecred its development throughout
the world in the past decade. At the end of 1957, there were almost
5,000 United States specialists on governmen® assignment in the less
developed areas: 331 in Africa; 2,066 in the Far East; 1,529 in the
Near East, and South Asia; and 883 in Latin America. Most of them
were working on agricultucal, health and education programs. In-
creasingly, technical assistance experts are beir z sent abroad in the
fields of industry operation, transportation, and public administration.
The number of nations from less developed countries who in 1957
were receiving training in the United States under our fechnical
assistance program totaled almost 4,000; and many others received
stinilar training under private auspices.

Thus the effort of the free world industrialized countries and
particularly of the United States in the less developed regions has
clearly been of major significance. Their capital contributions represent
about one-fourth of the total capital accumulation in these countries.
Of the total trade of the newly developing areas, zbout 75 per cent is
with free world industrialized nations: about 25 per ceat is with
the United States alone.

Nevertheless, the fact must be faced that the present level of
total private and government capital flows from the industrialized free
world is not mearly enough. Nor is its distribution sufficiently well
balanced. Except for a few places, economic growth in the less
developed areas s hardly keeping pace with population growth. It
is far from sufficient to give a sense of steady progress in raising
individual living standrrds to the peoples of these areas. Since the
rate of capital accumulation for the less developed areas is only about
$17 billion annually, the additional amount needed to provide 2
margin between static and genuinely dynamic progress is well within

the resources of the industrial free wgrld.




HI—A Twcmicth—-Cﬁﬁmry
Economic Structure

for the Free World

A. THE INTERDEPENDENCE OF NATIONS

The cardinal feature of the contemporary world is the ever
growing interdependence of nations. The less developed nations need
the industrial equipment and consumer items of technologically ad-
vanced nations and markets for their primary products. The industri-
alized naticns depend on these sources of raw materials and food, and
they require markets abroad for their mamufactured products. Both
require markets larger than any individual nation can provide. Because
of the weight of the United States econcmy, perhaps the major con-
tribution we can make fo world growth is the maintenance of the
sitality, growth and stability of our own economy.

in the nineteenth century, though the interdependence was some-
what less, the economic cohesion of the world was greater. There was a
relatively free flow of goods and money across national boundaries.
The movement of peoples was easier. The eccnomic system united by
the gold standard worked. however, at a level of economic and social
well-being which is no longer acceptable. Nineteenth-century economic
and social conditions were accepted partly because it was thought that
tae resources of the world did not permit much improvement and partly
because no higher level had ever been known. Similarly, sharp fuc-
tuations in economic activity, employment and price levels were
regarded as inevitable and acquiesced to with resignation.

None of these conditions holds true any longer. The nineteenth-
century system of economic exchange has been disrupted by growing
ideas of protectionism and by emergency action: during two wars and
a depression. The economic and social condi-ons of the nineteenth
century are no longer acceptabie to the peoples of the worid. No coun-
try will any longer passively submit to market zdjustments which,
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however small from the perspective of the over-all world economy,
would shake the economic, socizl and political structure of weaker
countries. In all free socicties, peoples expect their governments to
achieve social geals considered outside the scope of government in the
nineteenth century. Throughout the world, there exists a conviction
that modern science and technology can bring about a fuller and more
meaningful life. All nations have a joiat interest in a dynamic and
growing world econorny.

In field after field it has been demonstrated that the small pro-
duction unit bound by the limits of a restricted market simply cannot
compete, Science and technology have developed products that need
to draw on materials that are not available within any one narrow
geographic area. Not even the wide. existing political boundaries are
large enough to accommodate or contaw. the reach of competitive pro-
duction as it is organized in today’s world. For the smaller naiions
the modern economic organization that is now a general aspiration is
beyond realization unless there is 2 framework of economic law and
accommodation that runs beyond the boundaries of existing political
sovereignties.

Any effort to fulfill the aspirations of the peoples of the free
world must include institutions which take account of this interde-
pendence. Since World War II, a number of institutions have been
developed, many of them representing an effort to create communities
which permit the nation-state to enjoy the benefits and assume the
responsibilities of participation in 2 larger complex. These include:

I. The European Coal and Steel Community and now The
European Atomic Energy Commun’ty. Here segments of the
economies of the European powers concerned have found their
way into communities which exercise *nany of the functions for-
merly carried out on 2 national basis. Sovereignty appears divisible.
Community of action may exist with respect to some functions and
not with respect to others. This offers possibilities of cooperative
effort barely suspected in the nineteenth century.

2. Communities based on 2 common market, for example,
Benelux (the earliest}, comprising Beigium, the Netherlands, and
Luxembourg, and now the European Common Market. Another
community of this type is being developed in Central America,
composed of Costa Rica, El Salvador, Honduras, Nicaragua and
Guatemala. At the same time, there is discussion of such a struc-
ture for the Latin American economies as a2 whole. Over the years
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another kind of multinational economical and political grouping
has grown up in the British Commonwealth.

3. Market and commodity agreements, lcoking toward price
stabilization and orderly distribution of certain commodities. The
United States at various times has entered mnto mulitlateral arrange-
ments with respects to specific commeodities; for example, sugar
with Western Hemisphere producers.

4. Monetary and credit arrangements, as illustrated by the
European Payments Union and, on 2 larger scale, the International
Monetary Fund.

5. Corporations whose operations extend through many
nations. In order to be effective, these corporations, through which
2 considerable and essential part of the world’s economic activities
is carried on, must be able to compose diversities, adjust conflicts
of interests, and adapt their operations to the needs of the countries
within which they operate. In doing so, they represent a further
example of a multinational solution of common problems.

These arrangements, however useful, have grown up on an ad
hoc basis to meet specific needs. Such organic growth is vital and
should continue. However, 2 structure adequate to the aspirations and
opportunities of the twentieth century requires a more comprehensive
outlook and a longer-range purpose. Henceforth, the nations of the

ree world should make a deliberate effort to determine their common
objectives and to create institutions which give effect to them.

Moreover, while strengthening the cohesion of the free world
is important for its own sake, it 1s also the most effective means for
meeting the Seviet economic offensive. A reinforced political and
economic structure of the free world can prevent the domination of
weaker economies by the Soviet bloc. For it is not trade as such with
the Soviet bloc that concerns us but the possipility of the political
domination if creates.

The task of increasing the economic cohesion of the free world
obviously transcends the econmomic realm. The nineteenth-century
economic structure was closely related to the imperial system of
political organization. The economic structure of the twentieth-century
free world must be related to associations of free nations working
together in the common interest. As with all great tasks, the goal of
constructing 2 new palitical and economic structure for the free world
must be perceived clearly before intermediate steps can be effective.

The details of an economic structure for the free world involve
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a great deal of technical study. In this report we shall consider the
following broad aspects:

1. The United States and world economic growth.
2. Regional arrangements.
3. Functional arrangements.

InN
.

Liberalized trade arrangements.

B. THE UNITED STATES AND
WORLD ECONOMIC GROWTH

Basic to world economic growth is an expanding and vital
United States economy. We produce 35 per cent of the world’s goods
and services. Our exports and imports constitute 16 per cent of the
worid’s trade. Relatively small fuctuations in cur imports can have
a major effect all over the world and catastrophic consequences for
weaker economies geared to a few commodities. A United States
recession can have a violent effect on other free world countries.
Conversely, an expanding and reasonably stable United States economy
is essential to world growth. A growing United States economy wiil
import more goods from abroad, thus providing doilars for economic
development. It will create additional resources for foreign investment.

The importance of the United States as a market and as a
source of supply is fundamental. In fact, perhaps the greatest single
economic contribution the United States can make to the free world,
and hence the greatest responsibility of the United States lies in
etforts to promote the growth and stability of the American economy.
The measures to achieve an expanding and healthy American economy
recommended in the report of Fanel [V, The Challesnige to America:
its Economic and Social Aspects, are essential to world economic
development.

C. REGIONAL ARRANGEMENTS

Policies to promote the vitality of our economy are only the
beginning of our task. They must be taken concurrently with measures
which make the interdependence of nations a source of mutual
strength. It is impossible for the United States to deal creatively with
80 sovereign nations solely on a bilateral basis. The most natural
multinational arrangements are frequently regional. In many parts
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of the world, geography combines with common history to provide
the basis for common objectives and fruitful cooperative efforts.

We have had a special experience with regional arrangements,
both domestically and within the Western Hemisphere. Domestically,
we have benefitted from the stimulus of a large trading area. The
United States is composed of regions as diverse in their geographic
and economic characteristics as many groups of nations elsewhere in
the world. Mutually beneficial trade exchanges are nevertheless
achieved between areas as diverse as the manufacturing Northeast,
the agricultural Ceniral states and the desert and mountain areas of
the Southvrest. It is clear that the development of each region would
have been less rapid if each section of the country had maintained its
own currency, separate fariffs and its own system of capital investment.

Partly because of our domestic regional system, the economy
of the United States is larger than the combined economies of Western
Europe and Latin Amc.’za. The strength and durability of the North
American economy is greatly enhanced because it has at its disposal
a large geographical area unimpeded by the barriers set up elsewhere
by fragmentation into sovereign naticns.

Moreover, in the history of the Western Hemisphere, participa-
tion in regional arrangements has found expression in the joining
together of the American states in a free association in the common
interest of all. Gradually and at times painfully, 2 community of
nations united by similar aspirations for the welfare and dignity of
their citizens has evolved. This association has been based oo six
principles: juridical equality, nonintervention, consuitation, common
objectives, commeon actior and mutual security. The path of develop-
ment of these principles has not always been smooth and even. Yet
the nations of the Western Hemisphere have made notable, and con-
tinuous, progress toward a political structure for a free association
of nations. They have been less successful in the development of
common economic objectives and institutions.

The United States should encourage the formation of regional
arrangements if they are designed—as they should be—with due regard
to the general growth, cohesion and interdependence of the entire free
world. Regional arrangements of the kind here considered do not imply
regional azutarky. Their aim is the progressive elimination of barriers
within groups, not the crection of new barriers between groups.

It is not possible to describe the precise form regional arrange-
ments should take in all parts of the globe. They may involve joint
efforts to achieve economic development, common markets, and free
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trade aress, or functional arrangements like the European Cozl and
Steel Community. Fully developed, they imply a joint accord on
monetary and exchange arrangements, a common discipline on fiscal
matters and a free movement of capital and labor. We believe that this
regional approach has world-wide validity. Because the particular
adaptation will be different for each region, the structure will have to
be worked out by each region through consultation. We feei the
United States should encourage the development of such regional struc-
tures in ail areas of the free world. We have tried to develop the out-
line for Western Hemisphere unity in Chapter V, as an illustrative
case.

Regional arrangements can spur world economic development.
They can make possible more rational international economic relation-
ships. Instead of large numbers of states dealing with each other
bilaterally, large trading areas can regulate their relationships to bring
about the greatest mutual benefit. In addition, such arrangements will
permit weaker economies to withstand more effectively the impact of
selective trade offensives by larger states, such zs the Soviet bloc.

At the same time, regional arrangements impose a responsibility
on the participating nations. They must not substitute protectionism
of a larger unit for the national trade barriers they replace. Regional
arrangements should be considered a step in the direction of freeing
world trade. We should encourage not only regional economic group-
ings but strive for increasingly free relations among these groupings.
Such a policy will be essential not only to promote world economic
development but to promote our own trade interests.

For, once regional trading systems are fully developed, we shall
no longer deal with units whose economic strength is dwarfed by ours.
A fully integrated common market in Western Europe, for example,
would represent trade interests larger than our own. It is therefore
highly important that we adopt more coherent, consistent and responsi-
ble trade policies than we have practiced in the past. We need not
only an extended Reciprocal Trade Program, but ultimately we must be
prepared to make bolder commitments if we are to be effective in
negotiating with Europe directly or with other areas cgainst Europe's
trade bids with them. We have to subscribe fully to international bodies
like the Organization for Trade Cooperation, and meet 2 reasonable
need for commodity stabilization.

In striving for regional arrangements, we should remember that
they depend importantly on political vision and initiative. Regional
arrangements can give content to the hopes and aspirations of humanity
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secking to encompass a greater community. Clearly the actual details
will require careful technical exploration. What is needed immediately
is a determination fo move in the dircction they imply. Regional
arrangements are no longer a matter of chowe. They are imposed by
the requirements of technology, science and economics. Cur course is
to contribute to this process by constructive action. It will emerge
through us, and we can participate in iis benefits, if we are wise; it will
come into being in opposition to us. If we are timid or turn our backs

oa the aspiration to human betterment which is the source of our
strength.

D. FUNCTIONAL ARRANGEMENTS

Regional arrangements by themselves cannot supply the entire
structure of a free world economy. Some pfﬁb§ems and opportunities
cut across regronal lines; others should be dealt with on & world-wide
basis. Three of the most important {unctional challenges—the problem
of primary commodity products, the new vistas of science, and the
role of international financial institutions—will be discussed here

1. The Special Problem of Primary Products

Most of the countries in the less industrialized areas of the
world derive the bulk of their foreign exchange earnings from primary
products exports. Collectively, close to 40 per cent of their exports

are agricultural food p*aduas close 1o 25 per cent are petroleum and

other fuecls; and the remainder are industrial raw materials, either
agricultural or mineral. Since the pace of their general economic
development depends so impoertantly on the amount of for reign exchange
available for the purchase of industrial equipment from highly indus-
trialized economies, the price of primary products and the demand for
them is of vital significance to many newly developing economies.

The demand for primary products and their terms of trade in
international markets have been, in general, highly favorable since
1939. In 1957. however, the prices of most export foedstufts fell and
prices of indusirial raw materizis declined even more sharply. Indus-
trial raw materials prices now average about 20 per cent below their
levels at the end of 1956. Meanwhile, international prices of manu-
factured iterns have continued to climb. The resuit has been a sharp
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drop in the by, ng power of countries that generally are ill-equipped to
stand the economic and social consequences of such disruption. In
many of them partially completed development projects are imperiled.
In others the entire economy faces a drastic decline.

Prices for individual commodities have fuctuated far more
than the broad averages. Since many of the less industrialized countries
count upon one, or at most two or three export commodities for the
major portion of their foreign exchange, they are concerned with Par-
ticular rather than general price movements. In Brazil, Haiti, Guate-
mala, Colombia and El Salvador coffee exports account for from 70 to
80 per cent of total foreign trade carnings. From 1953 to the present,
coffee prices (quarterly averages) have advanced over 60 per cent and
fallen again to 1953 levels or below. More than half of Bolivia's export
earnings come from tin and over two-thirds of Chile’s from copper.
Export prices for copper advanced 65 per cent above their low point in
1953 and fell off 56 per cent by the first quarter of 1958. Tin prices
advanced 33 per cent above their lows in the third quarter of 1953,
and fell off 14 per cent by the last guarter of 1957. For Vietnam,
Indonesia and Cambodia exports of crude rubber bring in from 30 per
cent to 50 per cent of foreign exchange earnings. Since 1953, rubber
prices in world trade have fuctuated between 100 per cent above and
20 per cent below the 1953 average. The impact of price swings of
such dimension is often devastating upon economies that are excep-
tionaily dependent upon the sales of the commodities involved.

It is not surprising, then, to find an insistent demand on the
part of countries so situated for international agreements designed to
mitigate the extreme fluctuations that cause so much human suffering
and that introduce so large an element of uncertainty into their
economies. Such demands have been increasing, as the recent downturn
of the terms of trade for primary products has created balance of
payments difficulties which sericusly threaten the capacity to preserve
economic, and even political, stability.

Clearly, this is a major problem for the economy of the free
world. To be adequate to its responsibilities, the economic structure
of the free world must find a2 way to prevent excessive instability. Its
meaning to many of the less developed countries will reside in its
ability to discharge this responsibility.

However, the task is exceedingly complex technically. There
are obvious difficulties in attempting to substitute international controi
mechanisms for the free market operation under which supply and
demand are adjusted to each other through price changes. The United
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States experience with its own agricultural support programs demon-
strates both the formidable expense of guaranteeing prices, when the
supply of given commodities exceeds effective demand, and the extreme
difhculty of controlling supply of agricultural products even within
a single country that has been building an elaborate governmental
administrative machinery over many years.

Often the proposed remedies are of doubtful practicality. The
few international programs that have been tried have fziled to produce
results that conclusively demonsirate their effectiveness. Since 1953,
an International Sugar Agreement has been in effect under which
quotas for sugar production and exports are assigned as a means for
stabilizing prices. But between the first half of 1956 and the first
quarter of 1958, world sugar prices rose by more than 80 per cent
and fell off again by 40 per cent from their peak in the second
quarter of 1957.

There 1s another international agreement for wheat, under
which exporting countries agree to ship a fixed minimum amount at
not more than a stipulated ceiling price, and importing countries
agree to purchase fixed minimum amounts at not less than stipulated
floor prices, with the market operating freely so long as prices hold
within the agreed-upon limits. This agreement may have exerted
some moderating effect upon price fluctuations in the international
wheat trade, but the evidence is far from compeiling. Worid wheat
prices in the first quarter of 1958 were 17 per cent under the 1953
average.

A third international agreement, governing tin, has been in
effect only since the middle of 1956. It calls for a buffer stock
arrangement to cushion both shortages and surpluses. Experience to
date has been too limited to permit adequate appraisal of its effective-
ness. The Suez incident introduced 2 strain upon normal operations.
Tin shipments from the U.S. 8. R., 2 non-participeting nation, have
further unsettled the market. On a guarterly average basis, tin prices
fell 14 per cent from the fourth quarter of 1956 to the fourth quarter
of 1957.

In view of our own experience with agricultural price supports,
and the less than convincing achievements to date of international
control experiments, the United States has been reluctant to give
support to new commodity stabilization proposals of international
scope. But the situation in z number of countries is now so acute
and the cutlook ahead so grim that immediate action is required to
avert crises and to deal with these problems on 2 long-term basis,
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We have the duty to explore all means for averting economic
collapse in many areas of the free world. Since it is improbable that
any workable commodity stabilization programs could be agreed upon
in time to meet the needs of certain crisis situations which may be
immediately upon us, these should be dealt with through the extersion
of international credits. The International »onetary Fund can help
through ifs regular procedure for extending credit to ease short-term
bafance of payments adjustments. Bilateral credits, such as Export-
Import Bank loans, will undoubtedly be needed to complement the
Fund's efforts.

For the longer term, it is essential for the major industrial
nations to put more effort and imagination into the exploration of
procedures that will reduce the iostability of primary producing
nations. Ways must be found to keep violent fuctuations in com-
modity prices from producing economic crises and interfering with
economic progress.

No panaceas will be offered here for 2 problem that is very
complicated and that must be dealt with largely on a case by case
basis. But in order to make our line of thought tangible, we would
suggest consideration of the following two procedures:

An agreement for commedities like coffee and cacap, where
there are no practical means for controiling supply, might be worked
out by the producing and consuming countries to dez! with surpius
stocks and to hoid price fluctuations within certain bounds. Just as
agreements limit the allowable dai!;, price fluctuations on certain
commodity exchanges, longer-term agreements might limit the Suckua-
tons within a given year to 2 stated percentage, say 10 per cent,
above or © ‘ow the average price for the given product in the previous
year. If demand were grecter than supply, most of the year's ship-
ments would move at the ceiling price, and prices for the following
vear would be set at the 10 per cent range sbove or below the given
year's ceiling. If supply exceeds demand, the base on which the range
was set would move gradually downward. Enforcement would operate
through customs’ authorities at either end. If such an arrzagement
could be administered, it would have the virtue of damping down
the violent swings of commodity prices while still allowing loag-term
price treads to work toward an adjustment of supply to effective
demand.

A second procedure would be to use interrational credits to
cushion the impact of necessary adjustments in commodity markets
on producing nations. This would involve longer-term balance of
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payments credits than are presently granted by the International
Monetary Fund. The objective would be to enable nations producing
raw materizls to maintain imports of the machinery, equipment and
materials essential for development in periods when export earnings
are low. Thus, the necessary adjusiment of supply to demand could
be accomplished without slowing the pace of general development.
The credits would be repaid after the adjustments had been completed
and prices moved higher. Safeguards would be needed to make sure
that the credits would, in fact, facilitate necessary readjustments in
commodity production rather than merely delay them. Both the Inter-
national Monetary Fund 2nd regional payments unions could be
used in this manner, although their resources would need to be
greater than the amounts needed for shorter-term credits.

It may be that other and better ways of serving similar purposes
can be devised. QOur firm conviction is that the urgent problems of
primary commodity products should be dealt with and that it is not
beyond the capacity of technically competent men of good will to
find better ways for meeting them than operate today.

The Vistas of Science and Technology

No field requires international cooperation more and makes its
benefits more generally available than that of science. Scientific krowl-
edge has ncver been confined for long by national boundaries. The
cooperative efforts of the international community of scientists have
tended always mutually to sepport each other. The advances of science
can be translated to bencht all of humanity.

In the held of science, international cooperation on a world
scale is most readily conceivable. In many areas it is essential if prog-
ress is to be made ar all. Since cach country 15 judged by its day-
to-day contribution, accomplishment rather than propaganda will count.
The experience of world-wide ceoperaticn might then extead into
other fields

The United States should, therefore, seek to aevc:lop a series
of agreements, looking toward the sumulation of scientific inteschange
and the fostering of scientific progress on a world scale, such as the
Internztional Geopiysical Year. The Communist nations should be
invited to participate. Unlike other agreements which to be effective
depend on nations not doing certain things, scientific cooperation has
the advantage of permitting the achievement of positive ends through
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positive actions. If, however, some or all the Communist nations refuse
to join, the United States should proceed with whatever countries care
to join on a free world basts,

In fields like the following, international agreements and co-
operation are essential if significant progress is to be made berause
the problems are broader than national boundaries:

Oceanography

A large percentage of the world’s food supply already comes
from the oceans. But the exploitation of the oceans is comparable to
a nomadic stage of agriculture on land. No systematic attempt is made
to farm the seas or to modify life in them. Eventually we may be able
to breed fish as we now breed cattle, or to grow plankton to increase
the world'’s food supply.

b. The development of an agriculiure using
zrrigation by sea water

The use of sea water has been most frequently discussed in
connection with the problem of extracting the szlt thereby making the
water suitable for irrigation. The cost of this procedure appears at
present to be prohibitive. On the other hand, salt water can support
life. In fact, it is the original cradle of life. Crops might be devel-
oped that could thrive unde: salt water irrigation. This could make
a significant contribution to the economy of some arid regions.

Meteorology

Meteorology has developed rapidly during the past few decades.
This is due partly to the great amount of information which has
been gathered by airplanes everywhere in the world. It is also due
to improved computation techniques. High-speed electronic machines
can today correlate and digest data with sufficient rapidity so that
the complex process of weather prediction can be carried out before
the results become obsolete. For really good weather prediction,
global dats is necessary. Therefore the natural sgency for meteoro-
logical work is an international one. If it becomes possible to interfere
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actively in the big proccesses of the atmosphere, the results are likely
to transcend national boundaries. The problems which will then arise
must be handled on an international basis. They may well turn cut
to be insoluble if the development leading up to weather control has
been carried out by uncorrelated national efforts.

d. Medical research

World health must be a major concern for a community of
nations dedicated to the well-being and fulfiliment of the individual.
Moreover in many areas of the world endemic diseases hamper eco-
nomic development by sapping the vitality of the people. An inter-
national effort to encourage medical research is of great importance.

e. Peacefui uses of nuclear energy

The cost of electricity from nuclear sources is uncertain and
for our national economy nuclear energy may be unattractive for some
time to come. However, the materials required for the production of
nuclear energy are light and easily transportable. Therefore power
fom nuclear energy could be made available throughout the whole
world at 2 relatively uniform price. This will have important conse-
quences in places like Europe and in many other areas where fuel costs
are high.

3. The Role of International Institutions

The world possesses a2 most impressive array of international
institutions concerned in one way or another with economic and social
problems. There are highly specialized bodies. such as the International
Air Transport Association, which are concerned with international
consultation on technical matters well within the resources and political
consent of the nations concerned. There are organizations concerned
with the coordination of intcrnational trade: the General Agreement
on Tariffs and Trade provides an informal meeting ground for negoti-
ations on ftrade restrictions, and the International Monetary Fund has
given assistance in helping individual nzstions overcome specific crises
in the balance of payments.




In the feld of economic and social development, the array of
organizations is most remarkable of all. There are the United Nations
and its specialized agencies for food and agriculture, for health, for
refugees, for special aid to the world's children. There are techaical
assistance programs through the United Nations Technical Assisiance
Administration, through regional programs, such as the Organization
of American States and the Colombo Plan, and thrcugh bilateral
arrangements under the United States International Cooperation Ad-
rainistration and other agencies of the United States government. In
the financing of international investment, the International Bank for
Reconstruction and Development and the International Finance Cor-
poration exist side by side with investment programs in the British
Commonwealth of Nations and the nations of the Soviet bloc. But
all are overshadowed by the volume and variety of investments pro-
vided under country aid programs of the United States International
Cooperation Administration, the United States Export-Import Bank,
and the potential of the new Development Loan Fund.

The very multiplicity of these institutions concerned with inter-
national development poses obvious problems of coordination. The lack
of a clear and coherent central purpose, of a weil-understood framework
of wozld order, is the mein trouble. Matters of organization also require
attention. Coordination is required on the level of individual country
development plans. One of the most important forms of assistance to
the newly developing lands can be in helping them take maximum
advantage, within their own national purposes, of the complex of
opportunities available to them in the way of outside assistance. For
problems of development which cross the political boundaries of
nations, regional development banks and organizations may prove a
most fruitful method of relating regional needs to the various forms of
international assistance available. Some of our aid can be most effec-
tively channeled through the existing institutions of the United Nations.
In addition, consideration could profitably be given to the estzblish-
ment of an International Development Authority to provide added
impetus to world-wide economic growth.

E. TRADE POLICY

Ultimately the vitality of the economy of the free world will
reveal itself in a high level of international trade. Here much depends
on United States policy.
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Before policy with respect to our foreign trade can be formu-
lated, it is requisite that the bread outlines of world trade structure be
understood.

In 1956, the total value of goods moving in international trade,
cxports and imports combined, totaled approximately $206 billion,
or about 18 per cent of the world's total production of both goods and
services. 1f the international trade in services, shipping, tourism, bank-
ing, and insurance were added, the degree of interdependence in the
world economy would be seen to be considerably higher still.

The degree to which the couatries in any given area are depen-
dent upon the maintenance of trade with the outside world is better
indicated by comparing the combined imports and exports of each with
the total value of goods and services it produces. We then find that
the trade of Western Europe and of the other industrialized free world
nations, excluding the United States, averages about one-third of their
total national product. For the less industrialized group of free world
nations, the percentage is even higher, at about 37 per cent. For the
Communist bloc as a whole it is 7 per cent, and for the U.S.SR. only
5 per cent.

An understanding of these basic elements of the over-all world
rade pattern is essential to the formulation of a constructive United
States commercial policy. We must take account of the fact that, com-
paratively, the impact of fluctuations in the level of United States
imports and exports upon the economies of other countries is greater
even than the considerable effect of such fluctuations upon our own
economy. Within the free world trading system, United States exports
account for 20 per cent of all exports, and its imports for 14 per cent
of total imports. But in terms of our domestic economy, combined
imports and exports represent only about 8 per cent of annual output.
This relatively small—although, as we shall see, highly significant—
proportion which foreign trade bears to our own total output often
leads us to underestimate, and indeed to misunderstand, the importance
of that trade to oiver nations. What is a small item on our import
list may be a major source of revenue for an exporting nation, as for
example our imports of Swiss watches, Scoich whisky, or Latin
American coffee and copper. Thus, a small fluctuation in the level of
United States imports or exports may have a major impact on the
economies of other nations—including mary in whose political and
economic stability we have 2 deep concern.

Despite its relatively small percentage weight in cur over-all
economy, 2 vigorous and expanding foreign trade is essential for the
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vitality of our economy. We import half or more of a wide variety
of metals and minerals essential to United States industry. Three-
fourths of our newsprint is imported, all of our natural rubber, 18 per
cent of our iron ore, and over 15 per cent of our petroleum.

Between 9 and 10 per cent of all the durable goods produced
in the United States is sold abroad. Significantly enough, these sales
provide the margin between profit and loss for a large segment of
American industries. Exports represent from one-fifth to one-third of
the total sales of American production of civilian aircraft, textile, steel
and rolling mill machinery, and sewing machines. They represent 19
per cent of ail motor truck and bus sales, 16 per cent for diesel engines,
14 per cenc for agricultural machinery, and 11 per cent for machine tool
production. American farmers depend upon foreign markets for the
sale of 20 to 40 per cent of their wheat, rice, cotton, rye, barley, hops,
grain sorghums, soybeans, lea: tobacco; and the same is true for
domestically produced calf skins, fats and oils, dried fruits and processed
mitk.

Even this does not exhaust the United States dependence on
foreign trade. For 1957, the total value of United States goods and
service exports totaled $26 billion. But the total sales of 2,500 branches
and subsidiaries of United States companies located abroad were esti-
mated at $32 billion and at least 40 per cent of these wore sales in
international rather than local markets. About 4.5 million workers, or
7 per cent of the entire United States labor force are directly dependent
upon foreign trade for their livelthoods. Foreign trade provides more
direct employment in the United Sta*ss than the automocbile, steel,
chemical and textile industries combined.

Against the background of this degree of inferdependence
between the United States and other areas, it might be expected that
the foreign commercial policy of the United States would be encourage-
ment of exports and imports to the utmost, if only from the point of
view of our most immediate economic self-interest. When we add the
vital importance of expanding production and trade for all of the
other nations of the free world, it would appear that the case for a
liberal trade policy should command. virtually unanimous national
agreement.

Yet it is clear, from the debates over the renewal of the Trade
Agreements Act and the President’s authority to reduce tariffs, that this
is not so. The case for a freer trade policy must be repeated year after
year and the same arguments must be refuted each time. Nearly every-
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one recognizes the advantage of a liberal trade policy. But it seems
that we hesitate to pay the price it demands. Understandably, those
who suffer by lower tariffs are reluctant about a freer trade policy. Yet
economic wisdom demands acceptance of the fact that if other jobs,
sales and profits are to accrue from United States exports, we inevitably
must be willing to accept the imports upon which payment for cur
exports depend. It is unavoidable that some of our imports will
compete with segments of domestic production as do our exports in
many of the markets in which they are sold.

Every serious study that has been made in this field to date indi-
cates that the preponderant bulk of American industry is well able to
meet such competition. Indeed, one of the most important arguments
in favor of trade liberalization is that it will broaden competition and
thus increase the competitive discipline that is a major safeguard
against inflation. Especially when consumer demand in the United
States is pressing against our capacity output, freer access of foreign
producers (v cur market will help to keep prices from rising. Under
any gradual progression toward tariff liberalization, the displacements
are not likelr to be on a broader scale or of deeper dimension than
those that are continuously occurring through domestic competition
within and between industries.

The major fault of United States commercizl policy, in recent
years at least, has been its failure to provide assurance of direction and
continuity. Judged by current world standards, our prevailing tariff
levels and commercial policy procecures are not unduly restrictive.
But our market is so large and so generally competitive that it requires
a sustained and expensive effort for foreign business interests to
establish a foothold in it. Relatively few have the resources or the
fortitude to make the effort when they are faced with the possibility
or even probability that our rules will be changed if they are successful.

We therefore believe it essential that the Reciprocal Trade
Agreements Program be made 2 permanent part of our national
policy. There should also be a broadening of Presidential discretion
to allow for consideration of broad domestic and foreign policy
interests. Escape clauses, peril point provisions, and even defense
essentiality procedures should be reconsidered so that the criteria for
decision is based upon the whole balance sheet of national policy
instead of items of short-run advantage and disadvantage. Beyond the
Reciprocal Trade Act the United States should use its influence in
bringing about an increasingly free world trade. The regional group-
ings described earlier if properly conceived can be an important step
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in this direction. We need above all to be clear about this aim and
we require sufficient resolution to adhere to it

Thus our trade policy necessarily becomes a central part of our
foreign economic policy, and must be considered on this plane. With-
out a policy of vigorous promotion of maitilateral trade, our larger
foreign economic policy cannot promote a just and workahle inter-
national order, or forward our own aspiratioas for growth.
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IV—Special Problems of the

Economic Development
of Less Developed

Countries

The interdependence of nations implies that any lagging past
of the world economy holds back every other. Conversely, to the
exient that the less developed regions participate fully in world
cconomic growth, the entire free world will benefit. Markets will
expand, both for raw materials and industrial products, and an in-
creasing range of human aspirations will be satished. We cannot
achieve a community of free nations if the disparities of opportunity
for their peoples are so wvast as to preclude any common experience.
The ultimate objective of ali economic development is the well-being
and happiness of the individual and the basic unit of society. which
is the family. The future peace of the world and the achievement of
some of our deepest values depend on the sustained advance of the
less developed countries in cooperation with the industrialized nations.

A. GENERAL CHARACTERISTICS

The term Jess developed covers nations with an immense
diversity of resources, social structures, political leanings, and economic
conditions. It embraces countries under heavy population pressure.
like India and Indonesia; and societies which have an actual shortage
of manpower for agricultural and indusirial development, such as
Iraq and certain parts of Latin America; countries with potentialiy
vast and largely undeveloped resources, like Brazil or Rhodesia; and
also couniries with a meager resource potential, like Libva: societies
which have effective central governments commanding popular con-
fidence and support; and countries in which the structure of govern-
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ment and administration is%-méimcntargz. Yet underlying a diversity of
local conditions, which makes hazardous a rash generalization of
operating policy, lie certain similarities of basic conditions.

Conspicuous among these characteristics is the wave of rebellion
which has been sweeping over many of these areas. In the sources
of this upheaval there is a paradoxical element—for current revolu-
tionary doctrines were introduced into colonial areas by the imperial
powers themselves. These powers typically displaced existing ruling
groups in populations which neither enjes eci nor expected direct
participation in government. This enabled relatively small numbers
from the conquering powers to establish their rule over vast dominions
and millions of peopie. But they were not content with simply re-
placing an indigenous feudal ruling cizss. ’I'hey brought with them
doctrines of administration and popular participation in government
which in time proved inconsistent with their own continued rule. The
attempt to form coherent administrative units led to the cousolidation
of many areas for the first time in their history. For centuries before
the appearance of the British, India had known only nominal unity
of control. Similarly, Indonesia was nothing but a geographic ex-
pression: until the Dutch found it more efficient to administer its many
islands as a unit. At the same time, the colonial powers trained a
group of indigenous leaders in their universities where they absorbed
the ideals of the right to seif-government, human dignity and economic
advancement which had been the rallying points for the European
Enlightenment.

Thus while colonnalism exacted 2 human and political toll, it
also represented one of the greatest conversions in history. As the
ideals of the British, French and American revolutions became
diffused, partly through the very spread of colonialism, the seeds
were sown for the destruction of colonialism itself. The more success-
ful the teachings of the colonial powers, the more untenable grew
their position. Almost without exception, the ieaéers of independence
movements fought their rulers in terms of the rulers’ own beliefs.
They asked them to live up to their own principles. They did not
seek to overthrow the political system of the West but to enter it.

The disintegration of the colonial systems is thus fraught with
both promise and peril. Its promise resides in the community of
values which produced it. This gives the basis for hope of future
cocperative relations based on the principles of human dignity which
inspired the colonial upheaval. Its danger resides in the fact that
anti-colonialism, so heroic while in opposition to foreign rule, may
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turn out to be the only shared objective of 2 people, that it may be
casier to find agreement on things to oppose than on constructive
steps of development. The result may be nationalism impelled more
by resentment than by positive aspirations.

It is deeply in the nationai interest of the United States that
economic development in the less developed countries should take
place in a manner which encompasses genuine national independence,
peaceful international attitudes, institutions supported by the consent
of their people and respect for human persopality. It is also pro-
foundly in their own interest that these countries should pursue their
goals in this manner. This harmony of interest, if understood and
given effect through operating policies, can be a great source of hope
and strength for the free world.

Economic development can both foster and profit from the
concept of a new structure for the economy of a free world described
earlier. The United States and the other industrialized naticns cannot
underwrite the separate aspirations of some 40 less developed nations.
However, through a structure of multinational groupings, the in-
dustrialized nations can work together with the less developed
countries in 2 joint effort to achieve their common objective of a
dynamic and growing world economy.

It is essential that sights be set high. The total capital invest-
ment in the less developed part of the free world came to $17 billion
in 1956 compared to $146 billicn in the industrialized part, even
though the populiation of the less developed countries is almost twice
as great. An increase in capital dow to the less developed areas could
have vast economic consequences, providing adequate political and
social structures exist. A farsighted effort of world econom:c develop-
ment, boldly executed, would yield enormous returns in individual
well-being and in a sense of common purpose.

Judged by the magnitude of the opportunity before us, we
have fallen far short. The scale of our effort has been insufficient.
The coordination of private and public activities has been inadeqnate.
The institutional and social aspects of economic development have toc
often been neglected, together with the conceptual framework into
which these essential elements fit.

B. ESSENTIAL ELEMENTS IN
ECONGCMIC DEVELOPMENT

The similarities of the less developed countries must not feave
the impression that the problems that arise in them call for uniform’
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treatment. Nothing could be further from reality. While in their
quest for z new life most of these countries may seem -~ have basicaliy
the same objective, their stari is from different lev L, (ne problems
they face are different and their progress is at different rates. A variety
of local circumstances affects them @ different ways, and the outside
world affects them in widely differing ways.

The process of growth is conspicuously 2 process of change
tnvolving a great number of factors, each of which aficcis the others
and is in turn affected by them. Many of these changes result from
the processes of growth itself. Many others require the application
of some new force that compels the change to take place, In assessing
the development problem of a less developed country at any particular
time, nothing is more important than to recognize the factors critical
to the process of continued growth—requirements that must be sup-
plied before the next step can be taken.

1. Governmental Structure and Services

Economic and social development presupposes the existence of
a responsible government reflecting the aspirations and hopes of its
people. Without such a political structure and adequate enabling
legislation, it will be impossible to develop the long-range objectives
essential for growth or to impose the disciplines necessary to achieve
them. Essential elements to the rate of advance therefore will be law
and order with justice, the de ‘elopment of sound structure for taxes,
customs and budgets, plus an efficient, loyal and trained civil service.

2. Education and Trained Manpower

At. nticn must be given to the advancement of education at
all levels. Weli-developed plans for universal primary education are
essential if people are to develop and preserve their own democratic
institutions and well-being. In the final analysis the future of ail
nattons depends on their wisdom as well as their vocational znd
technical skills. The quality and availability of educational facilities
are therefore key factors.

High-talent manpower, a critical factor limiting capacity for
economic growth, depends on development cf secondary and vocational
education, as well as university facilities in both liberal and specialized
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fields. In many countries the need for competent administrators, engi-
neers and skilled technicians of all kinds is as great, if not greater,
than the need for capital. Indeed the operation of power and irrigation
systems, railways and factories, will lead to tragic waste of invested
capital and excessively high costs of goods and services unless such
talent can be developed.

Preparation for the assumption of the responsibilities of leader-
ship cannot be mass produced; it is a slow, lengthy and expensive
process. Though it may take only z few years to build 2 dam, a steel
mill, or a textile factory, many years are needed to produce a competent
engineer or an able administrator.

The less developed countries require the assistance of the
industrially advanced countries for staff, materials and equipment for
their technical colleges and universitics. They cannot utilize machinery
purchased abroad unless technicians are loened to ipstall it and to
instruct local personnel in its proper utilization. They need help in
establishing vocational schools, employment exchanges, and programs
of job training. They will need to send abroad larger numbers of
able young persons for study at technical institutions and universities
in the industrially advanced countries. They require 2 wide range of
consulting services for building their own industrial enterprises in
addition to foreign enterprises operating facories within their boun-
daries. Thus, governments, private enterprises, consulting firms, uni-
versities, and foundations are in position to off=r very strategic technical
assistance. The future of the less developed countries may depend on
the sources of this assistance and also on the philosophical premises
upon which it is provided.

Accordingly, we recommend an approach to educational prob-
lems zlong the following lines:

2. An appraisal should be made of the problems and needs
of development of high-level manpower in free world less developed
countries. In particelar, it is important that each country or region
assess its own problems and deviop its own measures to meet them,
as well as the extent to which it wishes outside assistance.

b. In order to determine high-priority programs of technical
assistance in these areas, there should be z general assessment, in terms
of impact and cost, of all present United States activities which are
related to human rescurces development. The existing wide variely
of private and public programs is an advantage rather than 2 shomt-
coming, for it provides opportunity for experimentation, latitude for
individual imitiative, and many avenues for cooperation by United
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States citizens. One shortcoming, however, is that there is no appraisal
of the combined programs at the regional and country level with
their relationships to over-all efforts in the area.

c. The United States should cooperate with the region or
country concerned in the development of educational institutions of
all kinds, particularly in the field of higher education. A major role
n this task can be and is being played by private American founda-
tions. But the task transcends private resources. It is a major feld
for government action.

d. Finally, there is need to develop speciaily trained personnel
in the United States government, as well as in educational, philan-
thropic and industrial institutions, serving abroad. In desling with
other nations and peoples the need for personne! with language facility,
knowledge and understanding of cultural and historical backgrounds
is especially acute. Our capacity in this respect must be enlarged
through carefully worked out programs of recruitment, selection, train-
ing and tenure.

Business entecprises operating abroad, foundations, educational
instituticas and various departments and branches of the United States
government alike report the difhculty of attracting and keeping Ameri-
can men and womer. in overseas operations. In certain aspects, this
difficulty may be compared with the dificulty to which so much atten-
tion has been called in attracting qualified men and women into teach-
ing and into scieatific research. This diffhiculty reflects the importance of
2 deeper nattonal understanding with respect to world economic devel-
opment and human betterment, so that our ablest people will feel
challenged to contribute to it. The problem of values and incentives
will be discussed in the Panel V Report. Here we should like to affirm
cur belief that these needs represent opportunities for young men and
women comparable in excitement and constructive promise to the chal-
lenge of the old American frontier.

3. Public Health and Sanitation

Increased skill and productivity are also dependent on improve-
ments in health and sanitation, as well as better nutritional standards.
Too often the vitality of the peoples in the less developed aress has
been: sapped by the ravages of disease 2nd famine. The elimination
of endemic and debilitating diseases will make possible a more stable
and relisble working force. Economic and social progress must go
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hand in hand with sanitation and health services, including care for
women and children.

Modern medicine and science have made attainabie the virtual
eradication of such diseases as malaria, yaws, tuberculosis.

This area has received the effective attention not only of the
World Health Organization but also of such regional health groups
as the Pan American Sanitation Burcau. The work in public health
was pioneered by the private foundations and has been supplemented
in recent years by effective programs of cooperation on a bilateral basis
through the various United States government technical assistance
programs. A major contribution to well-being and development ca
be made by more effective planning and the coordination of existing
services.

4. Agriculture

As industrialization starts to take hold in the developing areas,
it produces an accelerated movement of people to the urban centers.
Unless modern technological and scientific methods are introduced,
the dwindling agricultural populations wil! not be able to increase
their productivity sufficiently to feed the rapidly growing nationzl and
urban population. To achieve this evolution in the rural areas requires
a major expansion of government services in the fields of agricultural

extension service and home demonstration. It zlso requires the availa-
bility of supervised rural credit, both shori- and long-term, at rea-
sonable inferest rafes.

The development of such services by government is a slow

process. However, experimental programs have becn  successfully
carried out in many of the less developed countries. A balanced
-
L

agricultural development is an essential corollary to industrial growth
and a rising standard of living for the people of the nation as 2
whole. Once agricultural extension service, home demonstration and
supervised credit services are established, new scientific methods can
be made available and effectively absorbed.

5. Basic Public Works

Economic dex-'eio;;ment requires a systematic ex?ansion of basic
public works in such fields as transportation, power, irrigation, and
port facilities.
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Because most of the less developed regions suffer from a lack
of transportation, the typical pattern cven within the borders of the
individuxl nation itself is not that of an integrated economy but of
a large number of isolated ones.

The lack of power has bern a major deterrent in industrial
development.

The lack of trrigation has been the cause of holding back agri-
culture essential for production of focdstufls in arid regions, while
contaminated water supply has been a serious health threat in the
urban centers.

A lack of port facilities has seriously retarded the development
of international trade and commerce.

These fields require intelligent, long-range planning, both
nationally and regionally. The financing of such projects must be
a major concern for the free world.

C. FINANCING CAPITAL NEEDS

The capital needs of the less developed countries can be
grouped roughly into three categories: basic services (public health
and sanitation, education, agricultural extension, public administra-
tion); public works (roads, railways, harbors, irrigation works);
and the production and distribution of goods and services. A variety
of financial tools, public and private, is available to help meet such
needs. Yet closer coordination is necessary and new institutions for
specific needs must be devised.

As a general rule, the provision of basic services and public
works in the less developed areas has been financed from government
sources while production and distribution are private enterprise func-
tions in a free economy. There are, of course, exceptions. One of
our problems is to work out appropriate procedurcs for makiag the
best use of all of our financial tools toward the general purposc of
promoting economic development.

A substanuial portion of the capital to finance public services
and public works comes from tax receipts of individuzl governments.
An additional source of financing availzble fo governments lies in
the sale of government securities to the public. In most cases, however,
capital markets in these nations have been little developed 2nd govern-
ments have been reluctant to place interest rates on their securities
that will attract private savings. In most of the less developed nations,
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local sources of capital have been inadequa:» to finance the public
works and public services needed to support rapid development.

While a great deal can and must be done to increase local
savings and capital formation the less developed nations will still
need capital from zbroad, just as the United States did in its early
years. Thus, the problem is to increase the availability of both local
capital and foreign exchange.

Productive projects that generate the means of repayment
within a reasonable term of years usually have little difficulty attract-
ing financing. Both our own Export-Import Bank and the International
Bank for Reconstructior. and Development, that has drawn most of
its capital from the United States, are organized to¢ make loans to
sound industrial projects or to the basic public utilities upon which
they depend. The International Finance Corporation, closely affiliated
with the IBRD, is set up to assist private enterprise in the less
developed areas through loans and what amounts essentially to an
equity participation. Since it can share in profits, it can consider
projects entailing a degree of risk that would preclude eligibility for
Export-Import Bank or IBRD loans.

Despite the existence of these facilities, there are still many
development projects of genuine merit that have difficulty in finding
financing. It is often impractical to raise capital within a couniry to
finance the local currency expenditures needed to build a plant or
construct a railroad or electric power facility. It is particularly difficult,
for example, for governments in financial straits to provide the capital
needed for the flood control and irrigation portion of a muitipurpose
dam, even where the electrical utility that might be an integral part
of the project would qualify for loan support from existing institu-
tions if the rest could be financed. For instance, an important irrigation
and power project might cost $300 million but the earnings from
the project would be only sufficient to finance a $250 million loan.
Because of the political, social and economic significance of such a
project, it might be extremely important that it go forward. How-
ever, to loan the total amount involved would be to risk the possibility
of default. What is needed in such a case is an institution which has
the authority to make grants. A §50 million grant here would make
the project a sound financial risk for an international loan from
the International Bank or the Export-Import Bank. There are many
such projects in the less developed areas that are being heid up for
the lack of this kind of facility.

It was to fill such gaps in the existing international credit
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structure that the development Loan Fund was conceived as part of
the United States program. It began operations in November 1957,
with a2 modest appropriation of only $300 million. By the end
of January 1958, it had received 161 applications from 27 countries
totaling $1.3 billion. The Administration is seeking an additional
appropriation of $625 million for fiscal year 1959 with future
expansions contemplated.

The Development Loan Fund is designed to operate as a loan
agency with exceptionally flexible scope and operating procedures.
We are in agreement that it be incorporated as a permanent govern-
ment corporate institution, and we recommend that it specifically be
authorized to make grants. At least a portion of the United States
grant and aid program should be handled through it. We also recom-
mend that it be authorized to contract with American companies to
produce goods and services abroad in areas where private capital will
aot go on its own initiative because of the risks involved.

The Development Loan Fund can operate with great flexibility.
Its funds do not revert if they are not committed or spent by a fixed
deadline, and repayments are used to replenish its capital. It can
finance either private or government projects. Its maturities are
adjustable and may run for as long as 40 years. It can participate in
earnings in the manner of the International Finance Corporation pro-
cedure, and it is not required to adhere strictly to the criteria of what
is or is not bankable that governs the practice of existing agencies. It
can guarantee private loans, help in the establishment or expansion
of existing local development banks, and it can accept payment in
local currencies when such a procedure is indicated. One of its
prescribed responsibilities is to be responsive to situations considered
important to our foreign policy interests.

I is essential to bear in mind that, in many cases, the difference
between success and failure in the efforts of the less developed
countries to achieve their goals, in a manner consistent with their
genuine national independence and their growth in freedom, will be
determined by the availability of sufficent capital investment or
technical assistance from the outside. In such cases, it is in the national
interest of the United States and the broad interest of the free world
that appropriate means should exist to provide such capital or
technical assistance.

The Development Loan Fund can add an important dimension
and give increased effectiveness to our foreign economic program. It
provides needed flexibility in the international financing field. Thus,
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the Development Loan Fund can participate with the International
Bank for Reconstruction and Development, the Export-Import Bank
or private enterprise to carry through needed projects which could
not heretofore be financed. For this reason, we believe that a con-
siderable increase in its capital may be thoroughly warranted.

The Development Loan Fund should become the focal point
in the United States government for United States effort in the
International development field. This instrument may also heip to
establish regional development agencies where such agencies would
have a constructive role to play in promoting the prerequisites of
growth in manv of the less developed areas. It could also work
closely with au International Development Authority should such a
multifateral development institution be set up.

The chart opposite serves to illustrate the possible relation-
ship among international and United States government investment
nstrtutions.

D. THE SIGNIFICANCE OF
PRIVATE ENTERPRISE

1. The Enconragement of Private Enterprise

The discussion so far has been centered on the principal areas
of government responsibility which importantly support and facilitate
economic and social development. However, the driving force in a
free country comes from the initiative, imagination and willingness to
assume responsibility on the part of inumerable individuals. The suc-
cess and effectiveness of the totality of their efforts depend importantly
on the climate, the framework and the conditions under which they
are able to operate.

Recognition must be given to two factors that work against
their achievement—the lack of a tradition of the vaiue of individual
initiative, together with the pressures of rising expectations, tend
to result in a centralization in government of economic and social
forces. Therefore, a major conscious effort must be made to encourage
the development of systems which permit the flourishing of these
values within structures not necessarily identical with ours but which
are compatible, and make possible a common effort.

Two general approaches to the encouragement of private enter-
prise by national governments should be emphasized. The first relates
to domestic policies to encourage initiative and enterprise and promote
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domestic saving .= investment. Among the most mmportant of such
policies are those designed to check inflation and stabilize currencies.
In many of the less developed countries, domestic inflation has been
the chief enemy of growth. Steps to contain inflation through the
active use of manetary 2nd fiscal methods would make a most significant
contribution to sconcmic growth. An end to inflation would encourage
savings, assure :hs* sivings would be chaneled into the most efficient
form of investmeni, and iake possible the removal of the maze of
direct controls that inhibit initiative and enterprise.

Taxation is another field where national governments might
take action to promote the growth of private enterprise. Tax structures
should be reviewed to minimize impediments to growth.

2. The Role of Private Foreign Investment

The capital needs of less developed nations are so huge, relative
to their resources, that rapid economic growth can be achieved only if
local saving and public foreign investment are supplemented by an
increasing inflow of private foreign investment. Such invesiment per-
forms two key functions: it adds to the capital resources of the host
nation; and it is the chief mechanism through which the managerial
and technical skills and the creative and catalytic quality of foreign
enterprise can contribute to the economic development of the less
developed areas. Private capital from abroad, particularly from Europe,
gave dynamic impetus to the expansion and development of the United
States. United States capital has played an increasingly significant role
in the economic and social development of other nations, particularly
in the Western Hemisphere.

Private philanthropic capital can also play a constructive role
in economic development. Such efforts can help directly by providing
facilities for education, health and similar purposes, and indirectly by
supplying leadership in such fields as medical and agricultural research.
Philanthropic activities are already making a significant contribution in
Latin America, Asia and Africa.

It should be the policy of the United States to encourage private
overseas investment as a complement to programs of economic aid
and technical assistance. However, private investment—with the excep-
tion of private philanthropic capital—will flow into foreign fields only
if there is the prospect of a return commensurate with the risks involved.
If the risks or uncertainties are toc great, private enterprise will not
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enter many areas where it could make a great contribution. One of the
preconditions for the fullest use of private enterprise is the development
of the regional, political and economic structures described in Chapter
HI—a framework, which permits men, money and goods to move
freely to where they can play the most important role in world eco-
nomic growth.

In addition, we recommend that the United States government
take direct action to encourage the flow of private funds into interna-
tional investment by providing appropriate tax incentives for foreign
investment. At the very least, the advantage now provided to Western
Hemisphere corporations of a 14 point reduction in the corporate
incomie tax should be extended to the rest of the world.

3. Coordination of Private and Public Activities

Our privaie and public activities in the jaternational investment
field have suffered from a lack of coord.. ~tion. Two steps would help
overcome this difficulty:

a. Facts should be collected covering all substantial private
American capital investment presently taking place abroad. Informa-
tion as to the projects and plans of American private companies carry-
ing on overseas operations should also be coliected. Such information
would make possible the coordinatin of private and public activities
for the maximum benefit of the less developed regions.

For example, in Honduras there is a forest reserve large enough
to found a paper and pulp industry capable of supplying a large part
of Latin America, and private companies have been interested in it.
Coordinated with public projects—for example, roadbuilding—a
higher rate of growth and development for an entire area might be
obtained. Appropriate plans for coordination, inciuding an accurate
survey of existing private operations, can eliminate bottlenecks which
prevent further expansion or can create facilities making new develop-
ment possible.

b. The handling of intergovernmental loans, such as those
made by the Export-Import Bank, could be made less time consuming
and more productive. Programs should be developed to use appropriate
combinations of private and public capital and thus magnify the impact
of our contribution to economic growth. Regional development authori-
ties may be most helpful in the development of such programs.
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Another of our problems is o introduce the managerial and
tecchnical skills of private investment into areas where the normal
standards for private investment decision would not induce such invest-
ment. Two approaches to this problem should be thoroughly explored:

a. To achieve certain objectives in these areas of high risk it
might be wracticable and useful to make long-term, low interest ratc
loans to private enterprise as a special inducement to go intc such
areas. This form of participation by the United States government
might well make private investment practical and desirable. The Devel-
opment Loan Fund has authority to operate in this manner.

b. Where even this type of loan would not induce private enter-
prise {0 go inio these areas, and where it is in our national interest to
develop the production of certain types of goods and services there,
another approach is possible. Rather than making an outright grant
to state-operated organizations, the newly incorporated Development
Loan Fund should be given authority to contract with American private
enterprises to render certain services of a technical or managerial
character abroad, just as is done under the atomic enecrgy or defense
production programs at home. In most cases, governments in these
areas which have in the past received grants have been unable to get
American companies to come in to perform these services.

The procedure would be for the United States government to
negotiate agreements with the governments of the countries in question
which would provide for such technical and managerial scrvices con-
tracts with American concerns. The agreement might also include an
option for an ultimate participation by the contract firm in an equity
position along with local investors.

Cbviously, the feasibility and desirability of such arrange-
ments would depend upon the facts and circumstances of the particular
situation. The purpose would be to combine the objectives and criteria
of 2 sound program of economic development with the utilization of
the talents of enterprise and management and technical skills which
might otherwise be unavailable.

4. The Framework for Investment and Enierprise

The long-rang .ced of the United States and other industrial
societies for an expanded production of raw materials, and the
availability of investment capital in these societies, can be mutually
supporting. This prospect assumes, however, a continued hospitality

58




for foreign investment in other nations as well as forward-looking
national policies on our part. Equally, in the less developed areas,
cool and rational judgment based upon actual need has on more than
one occasion been swept aside by fierce nationalism, by =z bitter
distrust of any arrangement which seemed to smack of colonial relation-
ships, and by the confusion engendered by rapid growth and inex-
perience. In short, private investment can only take place in a world
mn which political and legal foundations arc provided for economic
activity.

The principle of contract finds expression in virtually every
known legal system. The terms of statement vary, from the familiar
doctrine of the binding obligation of contract in the Anglo-American
common law and the civil law of the continent; to the Muslim
principle, “Muslims must abide by their stipulations.” derived from
the injunction in the Qur'an—"0 ve who believe, fulfli vour
pledges”; to the recognition of the binding character of vows and
pledges in Chinese and Japanese law; to comparable affirmations in
Hindu legal doctrine; to the parta swit servamda of public inter-
national law. These legal systems, national and international, represent
a distillation of the experience of mankind. This varied and universal
experience festifies to the need for legal instituticas and procedures
to vindicate the contractual rights of investors.

In collaboration with other nations, the United States must
continuously seek to establish legal institutions and arrangements,
national and international, which serve as the foundation for a
dependable and productive flow of investment and trade in inter-
national economic life.

E. LIBERALIZING INTERNATIONAL TRADE

Action to liberalize trade throughout the free world can provide
important encouragement to the expanding production of goods and
services by private enterprise. Without exception, the less developed
nations, if they are to achicve maximum industrial and general
economic development, need broader markets than can be provided
within national boundaries. What is more, steps to liberalize trade
broaden the scope of competition, thus providing incentives for more
ctheient production and distribution. And they reinforce efforts to
contain inflation and thus {avor the removal of restrictive controls.
This calls attention to the mmpertance of adopting the trade policy
recommended in Chapter 11
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F. CONCLUSION

The frec world can best demonstrate the vitality of its prin-
ciples by making much more rapid progress in fulfilling the aspirations
of its peoples. In these terms, programs of international cooperation
‘o achieve economic and social goals can become an expression of the
vitality of free societies and the values they represent. An imaginative
drogram developed in advance of an emergency will be 2 symbol of
moral purpose. A crash program formulated after 2 crisis develons
will appear as an attempt to buy our way out of difficulties. Every-
thing depends therefore on being clear about the kind of world we
wish to bring about; and to be prepared to mzke much greater
efforts, both materially and spiritually, in achieving it.
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V—The Western
Hemusphere—A Test Case

Much of our discussion has of necessity been concerned wi th
principles rather than with particular applications which wili vary w
circumstances. Regional arrangements will have to be adapted to ;m&i
conditions; functional arrangements will be affected by the :pecific
needs which calied them forth; economic development cannot be
divorced from the particular situation in whmh it must take place.

For this reason, we have thought it appropriate to discuss one
region in somewhat greater detail in order to illustrate the application
of the free world structure described in this report to a particular case.
In an important sense Western Hemisphere 'eﬁﬁt?onsths are a living
example of our foreign economic peimr They derive from historic ties:
they reflect a2 geographic fact; they can give sxc;wessmn ta 2 profound
epponu"am They can illustrate regsoqahs:n, functional a rrangements
and problems of devei@pmem.

It is imperative for the United States to cooperate closelv with
its Western Hemisphere neighbors in the solution of probiems that
necessarily are of common concern. A sober review and consideration
of our longer-term economic and social objectives and relationships
have been too long deferred.

Any serious reformulation of United States foreign economic
policy must include as a major clement careful consideration of our
common objectives with respect to and our impact np@n the neighbors
to whom we are so closely bound. Even in Canada, where the develop-
ment record of the economy has been outstanding, there have been
recent rumblings. These reflect at least a sharp questioning of certain
of our economic interrelationships and deserve immediate and serious
attention.

For the United States, for Canada on our north and for the 20
Latin American republics to our south, inter-Hemisphere economic ties
are the predominant factor in their respective foreign trade interests.
About half of all the United States trade flow is within the Hemi-
sphere, almost c;a aliv uxmed between Canade and Latin America.

y e

Over 65 per cent of Canada’s trade is with the United States and almost
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rrons berween Canada
and Latin Amertca are of small dimeasion on m._%% des, but they have
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annd far more important refatively than ther were 3o VEArs aga,

A comparable pheaorensa ha
capital investment. OF the $22 billion of United States direct invest-
ments abroad in 1956, 33 per ¢e :

Latin America. These investments sre contributin
expansion of Hemisphere indusirial cutput and export earnings.

20 per cent of Latin America’s. Trade connect

L0
[¥)
)
o>
o3
&
]
y
=
4
]
i }
]
s
o~
Hen
e
bos o}
[
[T
o
oy

A. CURRENT EMERGENCIES
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t0 support coffee prices, by helding exports at an agreed upon per-

centage below past shipment rates, is proviag fo be an expensive
burden on naticnal treasuries. Aside from coffee, dermand and price
fall-offs in copper, tin, iead znd zine, intensified by the current reces-
sion in the United Stares, may creare sufficiently severe probitms i

certain other Latin American cconomies to justifly emergency handling.

B. AN INTER-AMERICAN CONFERENCE

The United States should participate in calling zn Inter
American Ecanomic Conference te which Canada would be invited.

The Conterence should be called as scon as possible for the
joint consideration of and action on the following problems:

1. Finding workable procedures for moderating extreme price
fluctuations in commodity trades that can importantly affect cerfain
national economices,

2. Devising ways for the cooperadive pro c:atéon of general
economic growth and development to 'hc end that ividual living
standards may show progressive upward trends througnom the Hemi-
sphere and including consideration of the establishment of an Inter-
American Development Authority.

3. Working toward international agreement to set up a com-
Hemisphere-wide scope, or of regionel common
markefs with merger as an eventual goal
4. Establishing an Inter-American Pavments Union to provide
for the full convertibility of currencies among all nations subscribing
to the zbove common market arrangement—interim or complete.

5. Facilitating other inter-American arrangements for coopera-
tion upon common purposes and sccial objectives in such fields as
education, low-cost housing, heaith and technical assistance.

Q.

6. Assuring that all arrangements shall be so conceived an
executed as to promote high levels of multilaterial world trade and the
general economic growth of the entire free world.

C. COMMODITY AGREEMENTS

E 3 4

Since the problem posed by recent deciines in prices of o num-
ber of commodities is immediately acute in certain Western Hemi-




sphere nations, we believe that this is one of the first problems with
which the Inter-American Econcomic Conference should cope.

Brazil, Haiti, Guatemala, Colombia and El Salvador depend
upon coffee exports for from two-thirds to more than four-fifths of
their total export revenues; two-thirds of Chile’s exports earnings
come from copper, and over half of Bolivia's from tin. Sugar, cotton,
wheat and meat are important foreign exchange earners for a number
of Latin American countries. Venezuela is extraordinarily dependent
upon oil exports, and to Ecuador, Panama and three other Central
American countries bananas are of major significance. The peacetime
markets for the latter two commodities have been relatively stable,
howeve..

Measures to deal with the impact of surpiuses and fluctuations
of commedity prices on producing countries were set forth in Chapter
III. We believe that the Inter-American Economic Conference should
give urgent consideration to their implementation.

D. PROMOTING HEMISPHERE
ECONOMIC GROWTH

Although current emergency situations must be faced, the
Conference should give a major part of ifs attention to cooperative
measures to achieve vigorous growth economies.

We have never organized ourselves, as a2 Hemisphere, to give
concerted attention to this task. The formation of an Inter-American
Development Authority with capital contributions from all Western
Hemisphere nations on some equitable formula such as that which
governs the Organization of American States contributions, couid be
the focus for cooperative action. There would be no lack of genuinely
useful projects of broad regional significance, once ingenuity 1s focused
upon the objectives of fostering industrial and agricuitural growth in
a Hemisphere of broad horizons and ever-increasing interdependence.
We have scarcely begun to build the fabric of transporr facilities that
will clearly be needed if we do no more than follow the treads of
intra-Hemisphere linkage that are forging themselves without benefit
of conscious design.

E. A WESTERN HEMISPHERE COMMON MARKET

One of the obvicus items that should have high priority on the
Conference agenda is the development of new structural arrangements
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to promote trade and economic growth throughout the region and
with the rest of the free world. This involves steps to work ouf a
cooperative agreement with all the nations in the Hemisphere to elimi-
nate barriers to trade and investment, and to ensure that the procceds
of growth are used to attain our common social and human objectives,

Latin American nations already are giving consideration to the
regional application of common market arrangements for all of the
20 republics and for smaller groupings such as the Central American
states. At present the inter-trade among the Latin American nations
amounts to less than 10 per cent of their total trade. This compares
with a figure of about 50 per cent for Western Europe’s intertrade
Historically, most Latin American economies have been oriented
toward overseas trade with Europe or the United States. Trade within
the area has been hampered by 2 fack of transportation and by tariffs,
quotas and inconvertible currencies. Therefore, any common market
structures restricted solely to Latin American countries would start
from a fragile base.

However, the Latin American economy has now reached a
stage of development in which greater freedom of trade within the
arez would contribute to general growth. Industrialization in many
nations is now outrunning local markets. Yet the barriers to trade are
such that few industries in Latin America can serve more than a pro-
tected local market. In short, industry is bursting its seams, and it
would be logical to widen the scope of industrial activity by removing
present constraints. Any steps that Latin American countries take
toward eliminating internal barriers and working toward broader
regional development planning in harmony with the general economic
growth of the free world deserve our support.

At the same time a broader approach is indicated. Serious con-
sideration should be given to the advantages of working toward the
establishment of a common market embracing the entire Western
Hemisphere. We believe that this would contribute most effectively to
a rapid and broad economic development in all nations of the Western
Hemisphere. As is the case in the Western European Common Market,
we might suggest 2 procedure to arrive at that goal over a period of,
say, ten to fifteen years. This would permit time for the adjustment
to the conditions of freer trade and exchange. The United States
might well consider adopting 2 much swifter timetable on which it
would free ifs own restrictions, and some special concessions of the
infant-industry variety might be offered to nations lagging far behind

L e,

in industrial progress.
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Eitner of two gencral lines of approach might be followed.
One is to move first to the development of regional trade arrange-
ments among three groups: the Central American nations; the north-
ern tier countries of South America: and the nations of southern
South America. At the same time, a mechanism looking toward a com-
mon market area for the Hemisphere might be established providing
a timetable for the reduction of barriers to trade. The other is to move
directly toward the ultimate and bolder concept.

No doubt the proposz! of a common market will raise fears
about impeding the industrialization of our South American ncigh-
bors. However, the cxperience of Puerto Rico would seem to indicate
that tariff barriers are not required to stimulate economic development;
in fact, they may impede it. Puerto Rico is part of a common market
with the United States. This has encouraged a greater degree of indus-
trialization in Puerto Rico than anywhere in the Caribbean.

The experience of all less developed regions within the bounda-
ries of sovereign states further supports the merit of this approach.
The less developed regions of the United States, for example, have
not been progressively impoverished. Rather, their participation in the
same trading system as other areas has enabled them to attract an
ever greater share of industry.

F. AN INTER-AMERICAN PAYMENTS UNION

A necessary complement would involve seiting up an Inter-
American Payments Union to provide full convertibility of currencies
of all participants. Such a step is essential since currency restrictions
and regulations can impede trade as effectively as tariffs and quotas.
Thus, the development of 2 Payments Union must go hand-in-hand
with steps to set up either a gencral or regional common market.

This fact offers an opportunity for the United States to assume
constructive leadership. To make 2 payments union work, the partici-
pants must gain some direct advantage from it. The advantage such
an arrangement would offer consists of making available to members
drawing rights along the lines of the European Payments Union. The
United States would supply the major part of the capital for the
Payments Union and would be a part of it. Thus, the Inter-American
Payments Union would be able to provide credit to cushion the adjust-
ments entatled by shifts in the international economy. Such credits
would enable nations to maintain their imports of materials, machinery
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and equipment needed for economic development while carrying
through the adjustments required to restore a high level of foreign
cxchange carnings. The credits extended by the Payments Union
would be repaid in periods of high export earnings.

The details of the Payments Union would be worked out in
negotiating the treaty sctting up the organization. However, the objec-
tive should be to expand the arca of convertibility throughout the
Hemisphere, as a major step toward free world convertibility.

Adjustments to maintain over-all equilibrium in each nation’s
balance of payments would be made primarily through the exchange
rate mechanism. To make the system work, muitiple exchange rates
would be abolished. If a nation is in persistent deficit with the Union,
it would be required to adjust its exchange rate to restore equilibrium.
At the same time, the managing body of the Payments Union would
work, as the European Payments Union has, to encourage member
governments to adopt realistic monetary and fiscal policies.

An Inter-American Payments Union is an essential first step in
broadening markets throughout the area. It would provide a tremen-
dous impetus to economic development by making it possible for
industries to serve the entire area, instead of individual nations. Thus,
it could set in motion the sort of broad industrial and agricultural
expansion that has been facilitated in the United States by the fact
that there has always been one brocd common market instead of 48
separate ones.

G. WESTERN HEMISPHERE SOCIAL OBJECTIVES

An Inter-American Conference should consider also common
efforts on the part of Western Hemisphere nations to further the
important social geals that have been an inherent part of this Hemi-
sphere’s cultural tradition.

In all our countries, the improvement of educational standards
—primary, secondary, professional and vocational—must be a com-
pelling concern for all of us. We should also take more positive steps
toward fostering a greater measure of Hemisphere knowledge—its
problems, cultures, values, and languages. A sufficient interchange of
teachers and students would assure that the understanding would be
more intimate and human rather than merely literary.

The foundation for mutually advantageous programs in the
field of health already has been laid through the pioneer efforts of the
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Pan-American Sanitary Buteau. The work in this field should be con-
tinued and expanded. Disease evades tariff barriers and has singularly
small regard for latitude.

There are many other fields for which the possibilities of fruit-
ful Western Hemisphere effort might be explored. Low-cost housing
development is one that deserves exploration. In Latin America, as in
Canada and in the United States, there is a flood of migration to urban
centers inadequately equipped to deal with the problem. In this coun-
try, one of the measures that has helped has been the Federal Housing
Administration program of mortgage insurance or guarantees. Without
actual cost to the government it has mobilized funds for housing on a
scale that would have been impossible without it. We should explore
ways and means of developing cooperative procedures for dealing
with urban housing problems throughout the Hemisphere.
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V1—The Significance of
Economic Growth for
Attarning World-Wide
Objectives

Experience supports three broad generalizations about economic
growth:

First, it is not automatic, It requires & favorable climate. Some
of the measures to provide such a climate have been set forth earlier
in this report.

Second, even wu.ough we achieve a high rate of economic
growth, we shall always face the problem of choice. The essential
econotnic problem is that it is impossible to divide up more than we
produce—some needs and demands will always go unsatisfied. And
while the problem of choice must be posed as an economic matter, it
cannot be resolved in purely economic terms. It is by the success with
which a community uses the proceeds of its economic efforts to contrib-
ute to human, spiritual and cultural development of its peoples that
the community wiil ultimately be judged.

Third, steps to create a propitious climate for economic growth
and to provide positive encouragement for growth can help immensely
in dealing with the economic and social challenges facing the free
world. A growing economy can absorb adjustments of a social, politi-
cal and economic nature which would prove unmanageable in a stag-
nant economy.

In economic terms, the immediate problem is to start the more
than a biliion people now living in the less developed areas up the
toad toward rising production and consumption while maintaining the
growth of the industrialized areas. As we have pointed out, these two
problems are intimately related.

69




A. PAST GROWTH TRENDS

The economy of the free world has cxpericnced considerable
growth since 1948.

Manufacturing output per person has advanced 70 per cent
since 1948. Specific examples of growth in the free world ou'side the
United States in this period include increases in telephones in use from
23 million 1 1946 to 50 million in 1937, in passenger cars from 10
million 1n 1949 to 24 million in 1957, in sicel production from 72
million tons to 144 million tons, and in petroleum production from
87 million tons in 1938 to 443 million tons in 1956.

Perhaps the most significant feature of this growth has been the
resumption of general economic advance in Western Europe, foilowing
a period of virtual stagnation in output per person from 1913 to 1948.
Western Europe has achieved an economic dynamism surpassing that
of the period of growth in the century ending in 1913. Since 1948
gross product per capita in Western Europe has increased 40 per cent
as compared with a rise of 20 per cent in the United States.

This growth in Western Europe has been accompanied by a
tremendous upsurge in capital investrnent, a dramatic expansion of the
middle income market and a general acceptance of the :dea that steps
to encourage further economic growth are desirable. The fact that
Western Europe’s existing capital equipment—the value of all plant
and equipment in being—may be less than half that in the United
States for close to twice the population, points to the possibiliy of a
long-term increase in capital investment in this area. The basic need
for more investment in Europe provides a strong underpinning for
the structure of world trade and development.

There has been some growth in per capita production in the
less developed arcas taken as a whole during the past decade. How-
ever, it has fallen short of that in the industrialized nations. While
our statistical measurements leave much to be desired, it would appear
that production has increased more rapidly than population in most
naticns 1n Latin America, the Middle East, Africa, South Asia and
Southeast Asta. There are some exceptions—in India production may
have about matched the growth in population after an extended period
of decline in the level of living; and per capita production may have
declined during the past decade in Indonesia, Chile, Haiti and some
other nations.

Nevertheless, the growth trend of the economy of the free
wor'd in the past decade undoubtedly has bettered that of the period
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before 1913 and is clearly above that of the 1913-1938 period. To
use exceedingly rough estimates, the total production of the economies
of the industrialized free world may have moved ahead at an annual
rate of 4 to 5 per cent in the past decade c5 compared with an annual
advance of 2 to 3 per cent in the 1870-1913 period. This represents a
considerable improvement in the performance of the economy of the
free world in comparison with earlier decades.

As far as the less developed countries are concerned, their
general growth trend was infiuenced by two important factors—one of
which may prove transitory and one which may prove of great signifi-
cance in the longer run,

The first of the two factors is the fact that while prices of
basic commodities rose much more rapidly after 1938 than prices of
manufactured goods, many of them have fallen sharply in the past
year, so that nations heavily dependent on exports of a single com-
modity face a significant reduction of export earnings during 1958.

The second factor is that many less developed nations have
used a higher proportion of their increased interniational purchasing
power of the past decade to finance imports of the capital equipment
needed to support general economic development than in earlier
decades when consumer goods dominated import patterns. This has
produced a most signficant shift in the general pattern of world trade;

1. In the pre-1914 period the typical pattern of trade involved
an exchange of raw materials from less developed areas for consumer
goods from industrialized areas—cotton and wheat were exchanged
for cloth and flour.

2. Now the typical trade paitern involves an exchange of
industrial raw materials or fuels for the machinery and equipment
needed to support the general economic development of less developed
nations.

3. Thus today’s paitern of trade favors the general develop-
ment of the entire world economy in a2 manaer fundamentally different
from the trade pattern of the nineteentn century.

B. PROJECTIONS BASED ON PAST
ECONOMIC GROWTH TRENDS

What would the world ecomomy look like in 10 or 20 years
if recent trends should continue? In the present state of our statistical
and economic knowledge, such a question can only be answered in
the most tentative terms. International comparisons of economic
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statistics are exceedingly difficult to make in terms that a.e meaningful.
Here are a few examples of the difficulties:

1. Statistical concepts and definitions differ importantly
among nations. As an example, the statistical treatment of food
produced and consumed on farms is far from uniform.

2. There is no satisfactory method for comparing levels of
living as between different nations with scales of values that are not
fully comparable—-the choices between using any increase in purchasing
power to buy an automobile as opposed to the basic necessities of
food, clothing and shelter may involve vastly different considerations.
5. Population projections are particulariy hazardous. Too
little is known about the factors influencing population trends to
make anything more than very rough projections of populations in
any area of the world.

Despite these very real problems, it may prove useful to attempt
some projections of world production and population. While such
projections cannot in any sense be considered as forecasts, they may
help provide perspective on the general nature of the problems and
challenges that may lie ahead. Their purpose is the modest one of
showing the general dimensions of the economic prospects for the
next 10 to 20 years. Such projections are of course subject to modifi-
cation as the world moves ahead in economic, social, scientific and
political ficids.

If recent trends in the world economy should continue, we
would see growth rates in total production of goods and services,
as shown in the chart, Recent Economic Growth Trends:

4 per cent in the United States

S per cent in the other free industrial countries, including

Western Europe, Canada, Japan

3 per cent in Latin America and perhaps 2 per cent in other

less developed areas

6 per cent in the US.S.R., 3 per cent in the satellites, and 2

per cent in Red China

If these growth rates are regrouped by broader categories, we
get these results:

4.5 per cent in free world industrial nations

4.5 per cent in the Communist bloc

2.5 per cent in less developed nations

The following table projects these rates of growth in total
production into the future and transiates them into production per
capita, using presently available population projections.
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RECENT ECONOMIC GROWTH TRENDS
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AVERAGE ANMUAL INCREASE
IN GROSS k....ONAL PRODUCT

FREE WORLE

INDUSTRIAL NATIONS B8 S ] 153

United States

Western Europe,
Canada, Japan and
other Ind’l countries

////////////////// 40%

B

U.S.S.R.

Satellites

Red China

28%

LESS INDUSTRIALIZED

AREAS

Latin America

Other iess
industrialized

28%
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PROJECTIONS OF WORLD POPULATION AND PRODUCTION

Assumptions: GNP grows 4.5 per cent in the free world industrial countries; 2.5 per cent in the less industrialized

Arca

Tndustrialized Free
Countries

Less Industrialized
Free Countrics.

Communist Bloc .

Sources: United Nations Statistical Office:

Population
(millions)

1956

742

134
284

countrics; 4.5 per cent in the Communist bloc,

Total GNP
(% billions)

1966 1976
1152 1789
172 220
441 6H9

U7, 8. huernational (,'m)/m-arimi Administration

Per Capita GNP

{dollars)
1056 1966 1976
1139 16595 2351
s 135 152
32 133 a7
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The broad conclusion thar en .crgm‘ from these projections of

recent trends is that ex! isting economic disparities among nations would
widen. At recent growth rates in total j
¥
FEY

[

mé“ tion, cutput per capita in
d increase <43 per cent innoten
years and would double in twenty ,eais Howe
capita output in the less developed areas taken 25 a2 whole would work
out to only 14 per cent in ten years ar:d 29 per cent in twenty years.
Clearly, past rates of economic growth must be bettered throughout
the free world, and particularly in the less dc‘-‘&ao-"-‘“"* areas, f we are
to match the rising expectations of individuals everywhere

It 15 also significant that the same rate of g*omn seems o
characterize the Communist bloc as a whole and free industrial nations
as a2 whole. Rapid growth in the Sovie‘c Union is mrtaaé : off 5 *t by the
slower growth of Red China and the satellites, just as rapid growth
i Western Germany, Canada and Japan s combined with a slower
growth in the Lmte& States, the United Kingdom and some other
nations. If these trends continue, the relatire economic strength of the
two groups will not change signific&nt;

A wideming disparity between the industrizlized and the less
developed nations would make the attainment of a peaceful community

the free world industrial nations wou
r, the increase in per

of nations increasingly difficult. A great deal depends therefore on the
ability to speed up the rate of growth of the less developed regions.

C. NEEDS AND POSSIBILITIES FOR
FUTURE GROWTH

What can be done to accelerate growth throughour the free
world? The process of economic growth is extremely complex, involv-
ing as it does not only economic matters but also social, psychological
and political forces. Yet, as has been indicated carlier, one cbvious
cconomic difference between indusirialized and less deveioped nations
is the higher rate of investment in the former. In recent vears, in
Canada, Western Germany and the US.S.R., where gross imvesiment
has run to 25 per cent or more of gross national product, GNP has
grown at an average annuai raze of more than 6 per cent. In the
United States, the United Kingdom, and Latin America, where the
investment ratio has been 15 to 19 per cent, average annual growth in
GNP has been 3 to 4 per cent. In Asia, the Middle East, and Africa.
investment has averaged 10 to 15 per cent of GNP and the growth
rate has been no more than 1 to 2 per cent.

..,
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Tt would be a profound misizke o draw the condusion that
the only secrer of growth is an investment ratio of 25 per ceat of
GNP, A great many other things 2mv lavelved in growth: effective
governments; social attitudes; a hign rate of saving that supports
investment; a willingness to accept change: the training of scientists,
business managers and worixeh to use npew capital. Yet there seems to
be empirical evidence to support the conciusion that the éevefapmmt
in a society of iastitutional! arrangements that maxe 1t poss*me tc
devote 2 large part of GNP to investment is an indispensable factor
in achieving a high average annual growth rate.

Consequently, one of the tmportant tasks is to create conditions
under which the rate of investment in the less developed areas can be
increased from its present level of about 13 per cent of GNP as
rapidly as possible. If this can be done in a political and social atmos-
phere that favors growth, these areas might achieve a rate of economic
advance comparable fo that of recent years in Canada, West Germany
and Japan.

To illustrate the significance of rapid growth, consider what
might happen if total output in the less developed areas were to
increase at an average annual rate of 6 per ceat: per capifa produc-
?zon in the less developed areas might rise 59 per ceat in ten years
and 151 per cent in Twen:y years—as against only 29 per ceatl in
twenty years under recent frends.

The attainment of these goals would lifr the average level of
living in the less cevegom@; couniries to that achieved by the indus-
trialized mations in the eaciy 1900's, with the average in Latin America
approaching that n Western Europe in the 1920's. Moreover, the
very qualities of dynamism involved in sach 2 rapid pace of economic
advance would icad to an ever-broadenin
econcmic growth in a manner that would contribute to the citimate
purpose of our society. In short, the significance of rapid economic
growth is thar it wouid @ﬂab‘e the peoples of the free world to face
the future with hope. It is to this ijecirive that the measures recom-
mended in Chapers III and IV are directed.

ig sharing in the fruits of

D. INCREASING THE LEVEL OF INVESTMENT

In 1956, the less developed areas invested $17 billion in
lant and equipment, housing, roads, schools, and other forms of
pxtai More than one-fou Lh of this total represented the contribution

f foreign investors—through 2 direct flow of private and public
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Industrialized Free Nations
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United States ................ .. .
Western Europe
Canada

LI T S Y

-------------------------

..................

nnnnnnnnnnnnnnnnnnnn

-----------------------

nnnnnnnnnnnnnnnnnnnnnnnn

----------------------

USES OF PRODUCTION-1956

(Biilions of 1. 8. Dollars
Percentages of total GNP)

GNP Investment
Amt, % Amt, Y%
742 10 146 20
416 100 77 19
251 100 50 20
30 100 H 20
45 100 11 24
134 100 17 13
284 100 60 21
162 100 44 27
65 100 10 15
57 100 6 11

Supply of
Military Civilian Wants
Amt, % Amt, Y
39 8 337 72

297 71

42 10

14 6 187 74
2 7 20 67
1 2 33 74
4 3 113 84

53 19 171 00

42 26 76 47
3 7 30 74

12 44 77



capital plus the reinvestment of earnings and depreciation funds.
Thus, foreign investment has a vital role to play, and the measures
recommended in Chapter III and IV to encourage a greater How
of such capital throughout the world are essential.

The esseatial responsibility, however, remains that of the
country itself. It is vital to encourage an upsurge in domestic capital
investment of the less developed nations financed largely by their
own domestic savings. This can be done 2ithough the effort required
will be great. Even in areas with 2 low growth rate in total output,
policies to channel the proceeds of growth nto investment can acceler-
ate the rate of economic advance. This works to the advantage of
everyone in the community.

In other words, even a poor economy faces the choice of
consuming all of the increase in its output {an increase which may run
to 2 to 3 percent per year) or devoting some of it to investment. If it
is consumed, growth ceases. Butf if part of it is tnvested, the flow of
goods and services is thereby increased for the indefinite future. That
this process is one of the great bargains available to the world’s con-
sumers is shown by what has happened in the United States and in
other industrialized nations. Living standards have increased because
our institutions were so set up as to channel a part of the increase in
output into capital investment.

What can be done to produce these benign results i the vast
areas of the world where investment is now insufficient to support a
rapid rate of economic growth? There are no simple answers, and no
short cuts. An attempt to double the rate of investment in less
developed areas in 2 short period would result in major economic
and social changes.

In the long run, however, there is no reason why this cannot
be accomplished. Yzt economies cannot be turned upside down over-
night without creating stresses and strains. Any attempt to raise the
rate of investment in the less develeped areas by massive international
loans or grants would very likely prove disruptive if attempted in too
brief a period.

An increasing flow of international capital—private and public
—can assist in the development process, and it may be peculiarly
important in initiating the cumulative and self-sustaining process of
growth. The main and continuing impetus to investment must come
through the cncouragement throughout the free world of saving
and investment together with initiative and enterprise, high levels
of multilateral trade and through the development of 2 broader under-
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standing of our common purpose. We must, in short, develop a new
vital international economic structure.

By doing so the world can accelerate its economic growth and
development. Important though such an accomplishment would be, it
would solve only part of the economic and social problem. In a
society dedicated to the fulfillment of the individual, the #ses to which
production is put are all-important.

E. THE USES OF GROWTH

Ultimately, the difference between societies is not only in their
ability to achieve growth but more fundamentally by the uses to which
this growth is put. This is shown in dramatic fashion when one com-
pares the uses made of production in the free world with those of
the Communist bloc. Such a comparison is presented in the table below.
While it should be emphasized again that international statistical
comparisons are subject to many reservations, the conclusions that
emerge from the table in so striking a fashion have general if not
precise validity.

It must also be stressed that the figures in the last two columns
of the above table reflect the percentage of the gross national product
which is devoted to improving current living standards, regardless of
whether the goods and services are privately or publicly supplied. The
figure is arrived at by subtracting from the gross national product
military expenditures and capital investment which, whatever its
merit in increasing future output, does not satisfy current consumer
needs.

In these terms the greater concern for the individual of the
free system is plain. Seveaty-two per cent of the ocutput of the indus-
trialized free world is devoted to the current welfare of the citizen,
while the Soviet bloc makes available only 60 per cent and the
U.S.SR. only 47 per cent. This is due largely to the fact that the
U.S.SR. devotes 26 per cent of its production to military uses as
against 10 per cent in the United States.

Economic growth is not an end in itself. The growth achieved by
the Soviet Union has involved the sacrifice of so much that it has
been of little benefit to the individual citizen. The economic growth of
the free worid is a reflection of its concern for the individuzl, and its
meaning resides in the possibility it affords for individual fulfillment.
This must be the ultimate impetus behind our effort and the goal to
which it must be directed.
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VII—Conclusion

This report has sought to outline an economic structure which
may assist us, together with the other peoples of the world, to fulfill
the universal aspiration to individual fulfiflment and economic and
social advance. To achieve this goal many specific recommendations
have been made. Implementation of these recommendations will, we
believe, greatly strengthen our nation and the free world.

A final concern of this report is an intangible problem: the
attitudes of the American people and the vision of its leadership. The
free world structure described in this report will not.be meaningful
unless it expresses a true sense of the community of all people. The
measures required to attain such a structure cannot be carried out unless
there is an informed public opinion accompanied by both concern and
courage. One of the chief obstacles to an effective United States foreign
economic policy has been the absence of an adequate public awareness
of our stake in world economic and social progress; nor has our leader-
ship been effective in bringing it about. There exists no vocal constitu-
ency for foreign economic policy as for so many other aspects of na-
tional policy.

As a result, foreign economic policy has all toc often become
simply a response to a series of separate crises. Specific measures to
meet each such crisis tend then to be discussed and evaluated in terms
of a particular issue alone, a2 procedure which accentvates the difficulties
of each situation and obscures the over-all relationships.

Nothing is more important, therefore, than to bring about
the conviction that a sustained and imaginative foreign economic
policy, directed to the human aspirations we share with all peoples, is
crucial not only for our self-interest but for the peace and well-being
of the entire world. The history of America has seen an expansion of
our concerns. Our task now is to project these concerns abroad, to
make of the interdependence of all nations a source of mutual strength
and vitality, to understand that the well-being of mankind is truly
inseparable.

The rewards are great. They lie in a communify of nations which
support each other in realizing common hopes and in solving common
problems. Every individual has a personal stake in the solution of the
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problems and the realization of the aspirations of his fellow men in
ways that will preserve the great traditions of initiative and freedom.
A community of sovereign nations bound together in service of thi,
common goal is man’s best hope for peace.
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