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THE CHALLENGE OF THE SOVIET ECONOMIC OFFE SIVE 

world. is Co\A.f'rott1"f.J b-e:! CL (>'1'4-f:,,.,.,.} cvts a:t.J ~ c ritl'.s 
\ Today the cherished values of Western cuvilization are 
~- 1\ . 

I -~··~u..., 

cha enged as never before. b s•~ •• 10ooli ~ .. the word "crisis" rc,..c-t..l 

in the scre~ing headlines ~ about Berlin, Iraq or the Formosan 
/1 

~( ~eu..- ~ .... ., ~ cur§· 

I 

Strait that we forget its deeper meaning . It is perfectly true that f\ ,.. 

there are many crises, but underlying al these specific challenges 

. tu \A.JA\o11M.c.&lt • \ 
is a ~ crisis, e e±isis or ues tetn ci u ili!lation &e Some historians 

A. 
.... t'o.,',! ~ .. 1' 

and philosophers have P&£9PP99 

\MtJO\A fiw.t.t • 1\ 

The profound and many-sided world crisis is the result Of 

i~ f Ye.1 "-•"'-T UJ s'-tk 
three dynamic and interrelated realities, each of which p!eeentl5"' 

I\ 

dangers and opportunities--

The challenge of modern technology ~ ~ -

~ ,. ,, 
The cha enge of the revo ution of rising expectations _ 

And the cha lenge of Communism itself. 

1) The fantastic progress in technological development has 

put mankind within reach of one of his greatest goals, the elimination 

1t\o-1Wf(4ll~~ 
of poverty. But this same technology may be mankind 1 s undoing. I ,.. 

need not remind an audience ike this of the potential destructiveness 
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of modern terror weapons made possible by ~ new energy and 

cl iSccrvercJ '--1 tc.i~w c.c, • UA&. J "'"I~ kit 'I•WCt fcit~~.tc 
means of transporting energy~ Ioti p• ss~ it is well 'co 1 eneia'bei J 

0.. .... 
~crt Y&C'faircthat scd!ence is neither savior nor demon, but a source of power 

A 1\ 

l,a,,·c. 
which can be used for good or i 1 . ~ , .. ~t.w.c. «A pdl i-t•'tA\ eAMJ u..cr .. -.1) 

" \A.."\' -t & c.""""'. t" l . 
2-) e have heard a great dea of the "revolution of rising 

expectations" in the economically less developed and political y 

noncommitted countries of Asia and Africa. The destiny of these 

people who are striving for or celebrating their independence may 

determine the destiny of the world within the next generation or 

two. ~ot everyone in the free world has grasped the im,mEkawee 

political and moral significance of the ferment in these vast areas, btt 

vJC., 
~ can be sure the leaders of the Soviet Union have. ,.. 

3) The third massive reality is the Communist clallenge itself • 

.tiBPOD"i$1 • I &iw:rH&ngn Modern techno ogy and the upheaval in Asia 

and Africa would themselves be sufficient cause for a world crisis. 

But the crisis is compounded by the existence of an aggressive and 

e~~sive political religion whose ultimate goal is world conquest. 

The high priests of world Communism prefer to attain their goals 

without nuclear war if possib e. But they have not ruled out either 

limited or total war if that seems necessaryx o.- t 'lop•tJ ,~ .. t • 
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e make a great mistake, perhaps a fatal mistake, if we 

think of the Communist chal enge as exc usive y a mi itar,y 

challenge, or even primarily a military threat. The challenge of 

Communism is military to be sure , but it is alsti) economic, ideo-

it- is 
logical, po itical, and

1
in its deepest sense re igious. I say 

~I\ 

4 \Jt,yftl) 
it is r eligious because the Communist view of 

" 
Will- man and the 

'-r~ '..,.t .r 
woild challenges the fundamental ~ of our Judeo-Christian 

1\ 

value sy tern. 

Today I want to confine my remarks to the oviet economic 

Ul l -\W W +t.a. ~\"'ff&.*C. Wl-r' /c. 
offensive. But I want to do this illt the lM~ez conbe:let of the 

1\ 

many-faceted Communist chal enge and the larger world crisis. 

It is one of the grwat ironies of American history that today 

we are being given a run for our money by the expanding and dynamic 

economy of a country which on y a few short years ago we thought 

fo.J,fe) 
of as "backward. " This is a spectac e as humorous as the tortise 

(\. 

and .-. hare. Before Sputnik streaked across the heavens, we 

assumed that we were the biggest, the fastest-growing and mmx 

strongest economy in the history of mankind . And we were. We 

became smug and complacent. We refused to believe in increasing 



signs of growth in Soviet technology and product ive capacit,y. 

The hare would win the race , paws down. e could stop for a 

short siesta under under a s.ycamore tree and the poo~ tortise, 

ka.~J .rL.c.t' 
weighted down by the ~t of socialistic controls, wouldn't have 

1\ 

a chance. 

~ the turt e plodded on, unnoticed and unobserved . Then came 

4~&~-t.r """'"" pvwc.J ......_,w #.. .rlc.-..cl.~ • .P. 
Sputnik I and subsequent aeveleJDe~'bs. We were shocked'. e were cl,~llt -ttw:l-

1\ 1tA,..A-~ 1)./. . • '•" &Mc.lc. 

stunned . But we still didn ' t awaker;t 

a.\"~ o~~rtelvc.r if... l.,.,.,_'f ~~":\.To -t'-. ~II ~k.\l'~ · 
momentari y 

Si\C \C. 
~Sputnik 

""' 
that we Aaa e~ ression, today we are still iKx 

" 
"""r\ fiVr .f ~ the woods. 

&Jiaut ~­
kAc.tt t\''1 -..) 

Alas, the race is no o~er a race between a tortise and a hare , 

but between two hares. ut because of our hurt pride, our lack 

clCL~·,,·.n~ ~ we.~ 
of a sense of ur gence and our +acE==~ eaders ip,-.e .. e still not 

~ A 

running scared. 

I would ike to pat a few facts on the r ecord which if under-

stood and taken to heart, wi he P us to run scared . 8y scared I 
r'. CtMl. cl ~ ... ~~· , 1 r lM-U'-' fro~ Cl\"'WW.i-1.,.. lA.-t K&(Srir•·._ t. n c.rc 6.C.. ~ ta&it: 

) e have consistent y underrated Soviet economic and industria 

achievements . e have underrated their progress in atomi c energy, 
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missiles, aircraft production and even in some areas of con-

shoul d 
sumer production. The Sputniks an Lunik/have shattered our 

rose-colored g asses , but even now there are peop e in vlashington 

c"'\...-l...t 
who tell us that we are ahead in nuc ear energy and the missile 

{\ 

race. The ecretary of Defense has himself issued smoot and 

reassuring words to the American peop e, words which were c aracterized 

by one of our 1mx most-respected co umnists (Joseph Alsop) as "sooth-

ing syrup • II 

Now its true that the aymen , and this includes most members 

of Congress, do not know exact y where we stand in re a tion to 

c,kctydll~- t 
the Sovi et Uni on, in spite of hearings t o determine just that. 

" 
ometimes the experts disagree. But isn't i t the better part of 

wisdom and valor to overestimate oviet economic and military 

strength than to underestimate it? 

. 

~4"c-
Wouldn 1 t it .Mti been better ,. 

~f the democratic nations wou d have slightly overestimated Hitler 

to 
than tM vastly/underrate him? 

1'\tr•c.. 
2) The Soviet economy is growing at about ~ times the 

rate of the u.s. econoror. Although accurate statistics are hard to 

come by most economists believe that the oviet economy is expand-

ing at a rate of bett.reen 4 and 8 per~ent a year . In contrast the 
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~~.;X \.t 
American econornw is fteW grovr.ing at a rate of ess than 2 percent. 

" 
Since 900 our economy, our Gross National Product GNP) has grown 

an an average rate of 3% annually. rom 945 to 952 it expanded 

at a rate of 5%. Since 1953 the rate has been about 2%. 

Of course, the Soviet economy is not as big as ours. But ~ ~~ 

t{hile the hare takes it easy and permits himself the uxuries of 

needless ressessions, the tortise transforms himself into a hare. 

Economists tell me that for 
imxfa short time ast year the combined steel production of the 

U.s . s .R. and Red China exceeded the stee production of the mighty 

United States. This fact a one shou d make us run scared. 

3) The Soviet Union manages i ts economr to serve national goals . 

f 

The l eaders in the Kremlin can slice the nat~onal income pie any 

~.t c"' J " I'&M.l A-

way they wish, within the imitsAset by the longsuffering Soviet people. 

This gives them a great advantage. They can plow back into the 

economy the capital necessary to guarantee the maximum ~ economic 

deve opment consistent with domestic and foreign policy objectives. 

They can channel scarce resources into high priority enterprises 

such as nuc ear energy, missiles, steel, and certain industries pro-

ducing items for export. They can curb consumer demand by promising 
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better food and larger apartments in the near future. 

~ their people to produce guns with the promise that by the end 

of the present seven-year plan they be producing both guns and 

butter. 

~ood share of Prirnier1 s eight-hour speech at the recent 

Party Congress in Moscow was devoted to explaining the goals of 

-.- k._,,...·J.. WAI-f; •tJ-tfWJvcc 
the 7 -year plan1 Mlii he over arching goal ef eu?px ed~e!kfig the 

'" United States of America~ :t:S7~r ~ ~ l't1 0.r · 

II t' • , 
How, you may ask, has a tota ly and centrally planned economy 

been able to do so much~ How cou d they have got where they are 

vdthout the natural incentives of profit and reward in a free enter-

prise system like 
,f±±::- ~ear; a.9" t1u... .l;.1ef 

ours in America? · ~swer is that 1\ 'b:lWit t a til 

(e,.;t-.rs departed from the orthodox doctrih~of Marxism)and ~copied 

idi?AJ I 
'ift! if 0 L incentf>Ve and productivity from the system they decried . 

llY I' 

• the J~ ~· ~d:ic 
~.Soviet Unio: AU!! lte no~~ socialism or communism, but rather 

a system of State Capitalism. (Pie:y u~t te ze!er at tm.s point to 

1k. ...; "fL.~ 
prMJ em of inscen±ive M1 Red Chinese Cornnrunes -1 

t\ " ~ lu,. .. ~ ~ l-ettrn· 
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The Soviet International Economic Offensive 

e have referred to Soviet economic strength and the 

capacit.y of Soviet eaders to make the economy serve political 

purposes. Now let us turn specifically to the Connnunist inter-

national economic offensive in the areas of .-t trade, ~aid 

and investment . 

) The Trade Offensive : Today there are ~ Soviet trade 

~ 
missions in many capitals of the world, including seme capitals -f! .r,LWZ-

1\ 

~·~~ri~S which have never had any trade with the Soviet Union . These 

\M-el\.,.\' ,.__~,·~ 
missions are quiet y b~&P~Ag ~ conmercial trade agreements. 

"' 
The Soviet Union has surpluses with 1-1hich to bargain. Even though 

±t Russia is still poverty-stricken as far as consumer goods are 

concerned, she is willing to compete in the world market. 

Recent y I hear~a start ing story about a Boston importer who 

purchased some sample microscopes for high school and college use 

from the Soviet Union. They cost roughly one-fourth of what similar 

instruments in the United States cost and they were of a superior 

quality. Perhaps the U. s .s .R. was "dumping" them; that is, selling 

them at less than cost . Whether she was "dumping" them or selling 

them at an honest price, the problem is serious. e are presented 
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a tremendous cha lenge from a !!CMCU! k;qc "backward" country. Only 

a few years ago one of America~s top Russian experts said that 

the Soviet Union couldn't even mass produce bicyc esl She has 

not only mass produced bicycles, and microscopes, but MIG jets, 

bombers, and perhaps Hft she is now mass producing ICB?·1s. 

e can expect the ~ Soviet trade offensive to increase 

in tempo and volume in the months and years ahead; 

~ 'l:"'vc.•"f ~ 
2) The Aid Offensive: The Soviet Union is an Ivan-come-lately 

to foreign economic aid. The United States b azed the trail with 

the m·ghty Marsha 1 Plan and subsequent programs of aid. And yet 

in this field in which we were pioneers we are beiP~ severely 

chal enged. At the very time when many Americans are confused 

and unconvinced, when the very basis of economic aid is being 

challenged, the oviet Union, according to all reports, is 

winning friends and influencing peop e through its aid offensive. 

Apparently convinced that you "can 1t. buy friends, 11 the U.s . s .R. 

during the past three years has concentrated on imxK capital in-

vestment as its majoYform of foreign aid. She has offered long-

term, low-interest loans to the countries of the Middle Zast and 

4 
Asia.xmt There are extens ve Soviet economic aid projects in the 
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United Arab Republic and in seven South Asian countries-- India, 

... 

Burma, Afghanistan, Ceylon, Indonesia, Nepal and Cambodia. The 

Soviets are helping to build a steel mill in India, bridges in 

Egypt, a cement plant in Afghanistan, a sugar factory in Ceylon, 

a tire factory in Ind¢nesia and a hundred other projects designed 

to raise the living standards of these underdeveloped areas . In 

the past three years the Soviet Union has extended a• l1nt-

&4;A.tvc.--tl..&\l\ $1. 5 billions in credits. Recently lr. Khruschev offered itEm: President 

Nasser aid to bulid the high dam across the Nile-- the same type of aid 

which Mr. Bulles abruptly withdrew in 1955 and which many observers 

believe forced Nasser to sieze the Suez canal. 

The Soviet Union offers its development credits, and the 

c.lA\\M. t, 
necessary technicians, ¥ she ~s, without political strings attached. 

(\ 

The offer is attractiv,and we cannot blame politically uncommitted 

countries tm for accepting it. In their great desire for economic 

development, they are reluctant to see the possible political implications 

,tt-ti-- ~,.jM\C.C"'f 1 ~ fN a'.rt f~4U.. "e.v 
of such gene\fously-offered help. 'iJs. interest rates were better than ,. -'\ 

\,\~&.~"\. CDCI\4-t'Yl•c.J' 
~ could get elsewhere. And there were no explicit political strings 

" seemed to -_. ~~Y' 
attached . Further, the Soviet Union/demonstrateli with Sputniksthat ia JJ.._ 

A 

cou d make as much technical progress in 30 years as the United States 
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s.~~~ ~ 
did in 100 years . I'b l:ooks ae tselig:A meay people in these areas J..c.lt..~~ ,... 

lc. . 
prefer rube! diplomacy to dollar diplomacy. 

The argument that a centrally planned, designed and controlled ecomomy 

is -inevitably and inexorably more powerful and prmductive than a free 

economy appeals to peoples who desire economic developmen~and who have 

no experience with the political restri~tions which go along with Soviet-

~'( ~r~'J(-
style planning. e ommust model is appealing' AnEi ee! i;a~ eeonom:h: 

"' c 
p&neb:.:a ti&i! ui 11 he a CCOifi:fJan:fed -hy ideological and political penetra tio 

u ko11t tUJJl. c.CA.oc~~ ;;. atP~ -tlu. <2-UI"'-"\i4e·, ~~ · we_ ~~1- do w111 

We Must Strengthen the American Economy 

These sketchy facts about the strength and growth of the Soviet 

+r--A ~ a.~J 
economy and the success the Soviets have had in using GCQPomigs-as a& 

A 

instrumen;sof their international objectives should help us to run scared. 

But I am afraid that many of us know the facts without really understandL~g 

them. We need a new sense 

-l;i 

if. we. . ~UA-~ 
of urgency ~ accept the 
. ft economic challenge of 

rh.t> -+;-
the Soviet Union ~ our domestic economy) a:a:••••llllre!!'!!li!i!l~aN~e~f"eAIP! owr international I . ~ 

C.'6WI~ &fl!I!"PT Ae 0 b~~J4-Q 
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First, I would like to suggest how we can and indeed must - -d. ...... 4.: 
strengthen ourAeconomy if we are to meet the challenge successful1y. 

Our problem is not prmmarily an economic problem, but a political 

problem and a moral problem. The economists may not always agree, but 

~ 
in general~ know how to increase productivity. The problem is whether 

1\ - ,_ Dtl&~ 
Of)f CO~" ·~ 

we really want 1t and whether we are willing to take the risks involved. 
~ . 

To oversimplify the issue, and I suspect politicians must always 

oversimplify issues, I would say there are two competing philosophies 

M"tVIl• I C\+::: 
about our~ economy. E::ne I would call George Humphreyism-- this 

philosophy holds that the greatest danger to the United States is 

o- l~..- i·tt.e.l~. 
inflation, perhaps ~ greater than the threat of Communism We must 

~ ~ 

at all cost, according to the former Secretary of the Treasury, prevent 

inflation, even if it means cutting back in our rate of growth, even 

if it means about 3 and one-haJf millions of men unemployed and many 

others underemployed, even if it means that our industrial plants are 

working only to 75 or BCY,t capacity. Unemployment and underproduction are 

~Ike.~ ~ ta:t~ ~~YJ ~ 
preferable to full employment and high pro uct~full employment and 

high production reduce the ~ value of the dollar. 

Now every decent person is opposed to inflation-- either of the 

galloping or creeping variety-- but that isn't the whole picture. There is, 
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a.\AfwUJ 
I believe, a convincing to George Humphreyism. Modesty forbits me· 

~ 

to la~ the answer Hubert Humphreyisml Serioousl~ I ~ave been con-

vinced by those political leaders a&d economists who believe that the 

ris~of high production with some inflation are not nearly a~ 
of underproduction with a stable dollar. Why do I say this? 

First, and most obvious, the u.s. population is growing l~llllf~~k 

3, 000,000 persons a yea:> and vJe ;R8ea me¥e 

~ (.-.."'- l,ay.cJ...I1, 
in productivity »lwnp stay where we are. 

~ . 

w •'-t k 
i;ftS:!'!" our present 2% increase 

A 

(J~(If'.e.... Second, if we are rea ly going to take the Soviet economic seriously, - " -we must have sufficient production to keep up with her militari y, 
A 

scientifica ly and every other way. 

~tc.~.c..•"" Lei~ I believe we should aim f or a 5% rate of growth e'l:!eh e.~ ~e had . 

'" 
Inflation is 

always seri/ but it will not be catastrophic if productivity keeps 

ahead of it. Even if the dollae buys less than it did before, this is 

. t; Jp_.J. ..# t'14"C/1't'~ not too serious if people have more dollars~ In short, purchasing power 
;1\ 

is the real issue. If a worker can buy more food, c o~hes and shelter 

59¢ 
~Mspuu X1M:l: with forty hours of labor (with Elaaqllll!' dollars) than 

he could with for~ hours of labor (with 75¢ dollars), he is better off. 
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managab e. The major .problem affects those on fixed dollar incomes. 
t\ 

l Persons receiving old-age and survivors insurance will suffer in an 

inflationary per~ unless their benefits are 

some of the more progressive union contracts 

increased. Just as 

pYWUitl'tN.t 
ave ~~~~~~~~ 

to assure that wages will be adjuste to rising costs of living, believe 

that pensions, emp qyment compensation payments and other fixed 

~ do lar incomes c~usted. 

. In short, I believe the risks of not increasing, I wou d sa7 

doubling, our present rate of ecomomic expansio , are greater thru1 

the risks of not expanding. 

tt)b~ Yne President's budget and budget message wer~flUenced by 
1\ 

eorge Humpnreyism. I hope that the Democratic Congress will be 

instructed by a more dynamic and imaginative philmsophy-- a philosophy 

capacity 
which believes in the/~ of a free economy to be ~ productive 

without being destructive y inf ationary. 

Tm;rard A Dynamic Economic Offensive 

I~ -G ec.rcA (}f .(;retfk CC•IAtltU. e'c fJIII'Cfl .re Administration, part y in response to the Soviet cha lenge) 

is takimg some steps 1n the right direction, but the escalator of history 



may be moving more rapid y in the other direction. e should 

build a stronger economy at home in order to do what necessity and 

prudence demand •88~ 111 eo abroad. Our hig y productive economy, 

even in its present less-than-dynamic state, makes it possible for 

us to do more than the Administration wants us to do. Our 

tJ) 
position of eadership of the free world p aces upon a moral responsibility 

" 
commensurate with our power and wealth. 

I would like to suggest a three-point program ~engetening our 
1\ 

present economic offensive in the world, a -program designed to do what 

· 't~e are best qualified to do. 

Host 
1) Increase the flow of trade with other countries: ~ economists " . 

agree that the free world would be strengthened by the owering of trade 

~ •lso 
barriers among nations. ~](~••••t•s~~~ti~&~t~e-~believe that the United States 

1\ 

economy as a whole will benefit from freer trade, although they know 

Suo\'~ D~~ 
that sone industries 't•Till suffer. kS Adlai Stevenson put it: ''lie 

~ ft. ... 

shall have to make the choice between relatively minor -adjustments 

caused by increased imports or major adjustments caused by decreased 

exports." . 



The United States is a wealthy nation. With only six per cent of the world's population, she produces over forty per cent of the world's goods and services. Yet our country is dependent on imports from all over the world. If these imports were to be completely cut off, our daily life would change drastically until ade­quate substitute for vital imports could be found. Our automobiles, telephones, radios, television sets, and a hundred other modem necessities would become use­less when parts depending on imports would wear out. We would be threatened with mass unemployment. And our defense program would collapse. Every automobile needs thirty-eight essential ma­terials which are largely imported. Forty-eight im­ported products go into every telephone. Not a single pound of steel can be made without manganese; nine tenths of our supply of this vital ore is imported. We import all of our chromium and tin, ninety-nine per cent of our nickel, sixty-five per cent of our bauxite (essential to making alumi ), forty-two per cent of our co er an n an average day about 418,ooo tons of imports, worth forty-two million dol­lars, arrive at American ports. Only about one eighth of these imports are finished manufactured products which can compete with American-made goods. At the present time our annual imports total more than eleven billion dollars. 
Other countries need our products and we need theirs. We need to export in order to buy the neces­sary imports for our own economic health. A sub­stantial loss of foreign markets could damage our en­tire economy. The United States cannot export unless other countries have dollars to buy our products. To 

o dollars they must sell to us. Trade is a two-way street. If the traffic lows down on one side of the street, it will have to slow down on the other. A balanced and high-level flow of world trade makes for world-wide economic health. The interdependence of nations is nowhere more clearly apparent than in the economic realm. 
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is not the place to discuss the tecpnical details 

and procedures f or increasing trade. I merely want to make the point 

r•·a.e.. 
that we must ~ every opportunity to move toward this desirable goal 

" a propriate 
and to take D;P:.Bim!Pqjgovernmental action to help those Dm: industries -
which may suffer undue hardship)( k.uw~ I( i\&tc.u't.,J t'w..~r,t~ • 

I might say in passing that I believe» international trade~ ~tJ 

b-. '!'e. rt11' c'f?.J 
not ~ft~ ~1eae ameR@ the nations of the free world. I favor certain 

" 
types of trade with the Communist bloc , al'l ag~ l his will, of course, 

have to be undertaken with proper regard for legitimate security con-

siderations . 

N:~l 
2) Utilizing Our Agricultural ~ "' One of the most vexing . . --·-

problems facing our country ~ are surpluses resulting 

ob~c.e..~o 
from overp:Po¢ 1 bi&l. This is a serious domestic problem which has 

far-reaching international implications. It is clearly to the 

advantage of the United States b \? 1 
0
t so t1f stored up food and 

fibre before it becomes worthless . If we simply give it away to needy 

xexXt result in injury to the economies of other ~awma;aa~l~sxs nations. 

Ev-en if we t~t price,and advance credit to purchase 

them, e will be competing withrother countries whose need for export 
I } 
-c~c~u 

may be greater than -ours..--- ~\cl~ 

• 



-t t.kt 
,.. wet-.... f ett..t"'t tV~ J 

no easy solution to this complex problem. We always 

ouvfidveS 
have to ask three questions: trfhat is good f • r the American farmer? 

1\ 

What is good for the U.s . econonzy-? fuat will best serve our goals 

of helping to strengthen our free world allies a d the uncommitted -
}~.,._ (lAUCM&rf'WI( ~ CJ..VCitiPecu 

nations?" D wise statesmanship must make difficult and discriminating 

decisions which honor the legitimste claims of each competing interest . 

-ltv- ¥At~tt~ 
I believe a way out can be found . I believe ROOxl=~program 

" 
under Public Law 480 can and should be extended and enlarged ~ hJ ..,,_.:;r-

serve the needy overseas without 

hurting our closest allies . I will support efforts in this direction. 

I regret to say that the Administration plans to spend $14 million ~ 

under Public Law 480 for fiscal 1960 than is being spent during the 

current year. 

3) A Five-Year Development Loan Program: In the foreign aid 

picture I haTe supported the Marshall Plan, the Point Four program of 

technical assistance and direct grants for economic and military aid. 

tJ .S. ptAtlci~d,~ ~ .Jt.A_ ~~~ 
I have supported economiQ -~ technical assistance of the United Nations. 

~ A 

or 

economic the politically unc~ areas lies in a 

greatly · creased ca tal loan program. 
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I think each form of assistance has a proper role to play~ I ., 

would support an expanded program of technical asx aid under the 

Point 4 program. But I am firmly convinced that the greatest 

opportunity for~chieving substantial economic development in the 

politically uncommitted areas lies in a greatly expanded capital loan 

program. 

In the 19th century the London capital market provided vast 

sums of money for the development of economically 11bac~ard" countries, 

including the United States . Toda~ the United States is the largest 

single source of capital, and yet the proportion of our Gross National 

Produdf going into development abooad is far smaller than that of 

Great Britain a hundred years ago. 

~ 
In the spring of 1957, when Congressional support for foreign 

u\a .,._ -tit-* -h~ ) 
aid was at its lowest ebb sN.ee bhs pi ogr anr lm:d besn lacnteMei , the 

" 
K 1 w:t three distinguished research agencies <-.••IJIIIIIilll._a?--

aa, r l? recommended that the United States put foreign aid on 

Of perhaps twenty or thirty years ~~ 
a long term basis/and that our government appropriate ~ billions a 

1 

year for economic development. (The three research agencies were the 

Committee for Economic Development, a business-sponsored organization; 

the University of Chicago Research Center in Economic Development and 
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Cultural Change; and the Center for International Studies at MIT. ) 

. ... 'ICUIIIA~JJt-. ~ A ~ t'~~r~e..J lttd. , ~aW\ 
This was not a hair-brained scheme, but a lCCOIIIII!ClJdatien bz I' a JJ 

" . '-- ;i) ..~;(.... f "P'11cr llr r ~ U4JL 

of the finest scholars in the country-- men who know the capacity of 

the American economy and the requirements of leadership in a world 

thi-eatened by Communism. And, I might add, men who represent the 

~~(..0.. t 

.finest humanitarian traditions of taeee Uait.ea S bates. 

" With this type of backing, I do not hesitate to propose a 

$10 billion development loan program over a five-year period. We 

spend $40 billions 

even this is not enough. Can we not invest 5% of this amount in the 

future of Asia and Africa? I believe we can. I believe we should. -
I believe the program in-ti Eq• , f long-term, 

lcm-interest loans which can the Soviets are doing. 

I believe that the projects for which loans are provided should be 

• thoroughly anpraised by competent specialists so that the capital 

• 
will be well spent. We must take into account the absorb, tive capacity 

of the recepient country. e must avoid waste and corruption. 

1'b, w llf lot r a't ltr., ~ vf 
the need is great. The challenge is inescapable. President 

A 

Truman's Point 4 idea was called 11 a bold new program." It was new, -
but the majority in the Congress never permitted it to become bold. -
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· r, u.u.. ~ ~ vvrc-"c.&f "'~ ,..,t~ . 
The time for a "bold new program" is upon us. And I believe that 

\AAO VC. AMJ \M.OV.C. &MC.~Mic.u.u 
there are a&iBepeee~@ B~eer of both houses~who are willing to 

A 

match the cha lenge of our times with courage and boldness. 

Walter Lippmann recently said something which every lawmaker and 

every administrator wou d .do well to ponder. He said if you want 

public support for a Government program, make it big, bold and 

imaginative-- appeal to the public 's sense of responsibilit.y and 

willingness to sacri;fice. In attempting to second guess the public, J: AIM. 

... _.._ ,,lit;CJa,( 
~~ leaders too often sell them short. 

""\ 

Massive investment is essenti~and much of the capital must come 

from private sources. It cannot and should not come only from govern-

ments. In fact, governments should invest only when private sources 

are unable or unwilling to meet the legitimate needs for development. 

Private investors cannot affort to take arge risks , Receiptiant 

o~ eouYf..t./ 
countries shoul<)~o a 1 within their pover to make private investment 

attractive, promising a reasonable return for the investor. I am glad 

t t'tic.u'tr'CA"t-t f~ S ~ 
to say that India has recently taken several IWiPS\H?es to gJU!Ita!ilikeua 

~ 

make private ~--~x investment attractive. Any potentia investor 

should look into new opportunities in this , the pivotal nation in 

Asia. 
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But it is not possible for an underdeve oped country to 

remove a1 risk to private investors. The countries needing aid 

mos~ desperately often are the very ones where the risk is greatest. 

~ 
It is in cases of great need and risk, where both the economic and 

~ 0 

.-eJ:tclt're.J. • b u ' \ 
political stakes are high, that government loans are Ga~l~~4~~~ 

" 
And if the free wo~d does not provide investment capi~ 

we can be sure the Communist bloc will. It is unfortunate) but un-

derstandablEJ that the the fear of Communism may prompt us to do what 

we should have done all along and what Great Britain in fact did 

in the 19th century. 

Conclusion 

I want to conclude by applauding Hr. Doug as Dillon, the Under 

ecretary of State for Economic Affairs, for his leadership in the 

area of long-tenn investment loans. I support him. But I fear 

that he has not gone far enough, Berhaps he is afraid that the 

,.,~)twt w~ · 
Congress will not go &16~ Or, more likely, he may be afraid that 

I' 

the S cretary of State and the President will veto a more dynamic pro­
P 

gram. 
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Our nation and our people face a massive cfuallenge today. 

~ 

~onomic, political, ideological and military offensive of a 

dedicated and determined foe co~ronts us at every turn. 

American people respond to this cha enge with courage and wisdom~ 

t Th:_answer is !:!Q if we continue to sweep unpleasant facts under the 

' 
rug of a complacent optimism. The answer is-a: NO if we are content W ~~j., 

smooth words and soothing s.y.rup from a man whose ma~n task should be to 

jolt us from our lethergy • The answer is NO if vTe continue to prefer 

tail fins and mink-lined suburban nests to first-rate schools and 

\ 

a respons<\ble if costly'/ foreign policy. 
I . 

But the ans~r need not be NO. I firmly believe that the American 

people have the moral resources and political vdsdom to respond with 

courage and determination. I know we have the economic resources to 

to the job that needs to be done. We can do the job if we have leaders 

who ead, leaders who can impress us wit h the deeper meaning and urgency 

(\)> 
of the crisis. ~e is no substitute for eadership, leadership hard-

headed enough to face the facts of life and warm-hearted enough to .honor 

the cherished values of our Western religious heritage. 
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