Y / { { A

LIBRARIES

UNIVERSITY OF WISCONSIN-MADISON

Foreign relations of the United States,
1952-1954. General: economic and political
matters (in two parts). Volume I, Part 1
1952/1954

United States Department of State
Washington, D.C.: U.S. Government Printing Office, 1952/1954

https://digital.library.wisc.edu/1711.dl/G50AT7XT7HRHX84

As a work of the United States government, this material is in the public
domain.

For information on re-use see:
http://digital.library.wisc.edu/1711.dl/Copyright

The libraries provide public access to a wide range of material, including online exhibits, digitized
collections, archival finding aids, our catalog, online articles, and a growing range of materials in many
media.

When possible, we provide rights information in catalog records, finding aids, and other metadata that
accompanies collections or items. However, it is always the user's obligation to evaluate copyright and
rights issues in light of their own use.

728 State Street | Madison, Wisconsin 53706 | library.wisc.edu



)

3

1064

EreTy

o Volume |

LGN
ECONO!

L(in twe parta)

Fart |

Srate

Washington

- —h v b Aie a0
S A B—— A A AN 1



IIHJIHIHHHIHI\IHHHIMIUIIIVIMIH\IH\IIH\H\IHII

4 9015 00200




DEPOSITORY
APR 2 7 1984
DOCUMENT






83d Congress, 1st Session - - - - - - - - - House Document No. 83-239, Vol. I
83d Congress, 2d Session - - - - - - - - - House Document No. 83-509, Vol. I
84th Congress, 1st Session - - - - - - - - = House Document No. 84-235, Vol. I

Foreign Relations
of the

United States
1952-1954

Vohime I

‘General:
Economic and
Political Matters

(in two parts)
Part 1

Editor in Chief
William Z. Slany

Editors
David M. Baehler Ronald D. Landa
Herbert A. Fine - » Lisle A. Rose
Ralph R. Goodwin William F. Sanford, Jr.
N. Stephen Kane Ilana M. Stern
United States

Government Printing Office
Washington : 1983



DEPARTMENT OF STATE PUBLICATION 9366
OFFICE OF THE HISTORIAN
BUREAU oF PUBLIC AFFAIRS



PREFACE

The publication Foreign Relations of the United States consti-
tutes the official record of the foreign policy of the United States.
The volumes in the series include, subject to necessary security
considerations, all documents needed to give a comprehensive
record of the major foreign policy decisions of the United States to-
gether with appropriate materials concerning the facts which con-
tributed to the formulation of policies. Documents in the files of

“the Department of State are supplemented by papers from other
government agencies involved in the formulation of foreign policy.
The basic documentary diplomatic record printed in the volumes
of the series Foreign Relations of the United States is edited by the
Office of the Historian, Bureau of Public Affairs, Department ‘of
State. The editing is guided by the principles of historical objectiv-
ity and in accordance with the following official guidance first pro-
mulgated by Secretary of State Frank B. Kellogg on March 26,
1925.
~ There may be no alteration of the text, no deletions without indi-

cating where in the text the deletion is made, and no omission of
facts which were of major importance in reaching a decision. Noth-
ing may be omitted for the purpose of concealing or glossing over
what might be regarded by some as a defect of policy. However,
certain omissions of documents are permissible for the following
reasons:

@ To avoid publication of matters which would tend to

" impede current diplomatic negotiations or other business.

ta'li' To condense the record and avoid repetition of needless de-
ils.

¢. To preserve the confidence reposed in the Department by
individuals and by foreign governments. ‘

d. To avoid giving needless offense to other nationalities or
individuals.

e. To eliminate personal opinions presented in despatches
and not acted upon by the Department. To this consideration
there is one qualification—in connection with major decisions
it is desirable, where possible, to show the alternative present-
ed to the Department before the decision was made.

Documents selected for publication in the Foreign Relations vol-
umes are referred to the Department of State Classification/Declas-
sification Center for declassification clearance. The Center reviews
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the documents, makes declassification decisions, and obtains the
clearance of geographic and functional bureaus of the Department
of State, as well as of other appropriate agencies of the govern-
ment. The Center, in coordination with the geographic bureaus of
the Department of State, conducts communications with foreign
governments regarding documents or information of those govern-
ments proposed for inclusion in Foreign Relations volumes. |

Fredrick Aandahl supervised the initial planning of this volume.
William Z. Slany, his successor as General Editor of the Foreign
Relations series, directed the process of compilation, review, and
editing, with the assistance of Ralph R. Goodwin and N. Stephen
Kane. John P. Glennon and Paul Claussen provided subsequent
review and were responsible for the final stages of publication.

The following members of the Office of the Historian prepared
sections of this volume: N. Stephen Kane (general foreign economic
policy, international monetary and financial policy, transportation
and communication policy); William F. Sanford, Jr. (international
trade and commercial policy, foreign investment and economic de-
velopment); Lisle A. Rose (foreign policy aspects of administrative
transition, foreign assistance policies under the Mutual Security
Program, Congressional loyalty and security investigations, Antarc-
tica); David M. Baehler (economic defense); Ronald D. Landa (anti-
trust legislation, the Bricker Amendment); Herbert A. Fine (law of
the sea); and Ilana M. Stern (immigration and migration). David H.
Stauffer and, at a later stage, Nina J. Noring assisted in the clear-
ance of this volume. Carmen Medina and Bret D. Bellamy provided
research assistance and support. L )

Rita M. Baker of the Publishing Services Division (Paul M.
Washington, Chief) performed the technical editing of this volume
under the supervision of Margie R. Wilber. The index was prepared
by the Twin Oaks Indexing Collective. ‘

-

WILLIAM’Z. SLANY
The Historian
Bureau of Public Affairs
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LIST OF SOURCES

The principal source of documentation for this volume was the indexed central
(decimal) files of the Department of State. Documents from the central files were
supplemented by materials from Department of State “lot” files (retired decentral-
ized office files) and post files (records retired by United States missions abroad).
The editors also made use of papers in the Harry S. Truman Library at Independ-
ence, Missouri, and in the Dwight D. Eisenhower Library at Abilene, Kansas. Var-
ious collections of papers in unofficial repositories were also consulted.

A list of principal sources used in the preparation of this volume follows, with
information concerning their origin and scope.

Files of the Department of State

A/MS Files, Lot 54 D 291

Consolidated administrative files of the Department of State for the years 1940-
1960, as maintained by the Management Staff of the Bureau of Administration.

Camp Files, Lot 55 D 105

Special collection of documentation on European political and economic integra-
tion for the period 1948-1953, including important correspondence between offi-
cers of the Department of State and the White House staff and Congress, as
maintained by Miriam Camp of the Office of European Regional Affairs.

Conference Files, Lot 60 D 627

Collection of documentation on official visits by heads of government and for-
eign ministers to the United States and on major international conferences at-
tended by the Secretary of State for the period 1958-1955, as maintained by the
Executive Secretariat of the Department of State. The file is a continuation of
Lot 59 D 95. ’

Consular Affairs Files

Files of the Office of Security and Consular Affairs for the period 1946-1953,
‘including general administrative records, consular management files, and mis-
cellaneous subject files of the divisional components of the Office. These files
were retired as part of Federal Records Center Accession No. T1A 2100.

Current Economic Developments, Lot 70 D 467

Master set of the Department of State classified internal publication Current

- Economic Developments for the years 1945-1969, as maintained in the Bureau of
Economic Affairs. These records form part of Federal Records Center Accession
No. 72A 6248, item 54.

Disarmament Files, Lot 58 D 133

Consolidated collection of documentation in the Department of State on the reg-
ulation of armaments and disarmament for the years 1942-1962.
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ECA-MSA Assistant Administrator Files, FRC 55 A 374

Subject and country files consisting of correspondence, memoranda, field com-
munications, committee documents, and budget and prograth papers, as main-
tained by the Office of the Assistant Administrator for Program, for the years
1948-1953. These files were retired by the Foreign Operations Administration
and form part of Federal Records Center Accession No. 55 A 374.

ECA-MSA Director’s Files, FRC 55 A 79

Bulky package file of material too large for the regular files, including drafts,
reports, and briefing books for the period 1950-1958. These files were retired by
the Foreign Operations Administration and form part of Federal Records
Center Accession No. 55 A 79. : :

ECA-MSA Director’s Files, FRC 55 A 79

Congressional file of correspondence and related material prepared or used in
handling Congressional inquires. These files were retired by the Foreign Oper-
ations Administration and form part of Federal Records Center Accession No.
55 A 179.

ECA-MSA Director’s Files, FRC 55 A 79

Country file of correspondence, memoranda, reproduced documents, cables, and
airgrams pertaining to the administration of the Mutual Security Program for
the years 1950-1953. These files were retired by the Foreign Operations Admin-
istration and form part of Federal Records Center Accession No. 55 A 79.

ECA-MSA Director’s Files, FRC 55 A 79 '

Name file of correspondence and memoranda. These files were retired by the
Foreign Operations Administration and form part of Federal Records Center
Accession No. 55 A 79. o .

ECA-MSA Director’s Files, FRC 55 A 79

Subject file of correspondence, memoranda, reproduced documents, administra-
tive issuances, and related Papers pertaining to the administration of the
Mutual Security Program for the years 1950-1953. These files were retired by
the Foreign Operations Administration and form part of Federal Records
Center Accession No. 55 A 79. / :

ECA-MSA-FOA Executive Secretariat Files, FRC 56 A 241

Master file of agency and interagency committee document series, budget pres-
entation and briefing books, and other materials retained for use by the Direc-
tor’s office, for the years 1948-1954. These files were retired by the Foreign Op-
erations Administration and form part of Federal Records Center Accession No.
56 A 241.

ECA-MSA-FOA Files, FRC 55 A 374

Master file of incoming and outgoing FOA and Department of State Eyes Only
telegrams for the period August 1949-June 1954, These files were retired by the
Foreign Operations Administration and form part of Federal Records Center
Accession No. 55 A 374. )

ECA-MSA Special Representative’s Files, FRC 57 A 709

General subject and country files of the European Regional Office at Paris, for
the years 1950-1953, including correspondence, memoranda, cables, OEEC docu-
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ments, and other country general program information on projects, commod-
ities, and transportation. These files were retired by the International Coopera-
tion Administration and form part of Federal Records Center Accession No. 57
A 709.

Economic Defense Files, Lot 59 D 665

Minutes and documents relating to the interagency Economic Defense Advisory
Committee, the Coordinating Committee on export controls, the COCOM Con-
sultative Group, and various other organizations concerned with export controls
for the years 1950-1959, as maintained by the EDAC Executive Secretarist,
Mutual Defense Assistance Control Staff, Bureau of Economic Affairs.

EUR/EX Files, Lot 57 D 694

Files of the Office of the Executive Director of the Bureau of European Affairs,
1948-1953, relating to foreign assistance and the Mutual Security Program, in-
cluding action and information copies of letters, memoranda, telegrams, and
instructions. '

FOA Files, FRC 55 A 374

Master file of incoming and outgoing FOA airgrams for the period 1953-June
1954. These files were retired by the Foreign Operations Administration and
form part of Federal Records Center Accession No. 55 A 374.

FOA Files, FRC 55 A 374

Master file of incoming FOA cables from the field missions and USRO for the
years 1953-1954. These files were retired by the Foreign Operations Administra-.
tion and form part of Federal Records Center Accession No. 55 A 374.

FOA Files, FRC 55 A 3874

Master file of incoming FOA despatches and reports for the period July 1952-
April 1954. These files were retired by the Foreign Operations Administration
and form part of Federal Records Center Accession No. 55 A 374.

GATT Files, Lot 59 D 563

Subject files containing policy papers and briefing materials relating to interna-
tional economic conferences, foreign economic policy studies, and European eco-
nomic integration for the years 1952-1959, as maintained by the Office of Inter-
national Trade. .

GATT Files, Lot 63 D 134

File of GATT documents for Sessions VI-IX of the Confracting Parties, 1951-
1955, including the GATT Review Session in 1955. These records form part of
Federal Records Center Accession No. 65 A 987.

" GATT Files, Lot 66 D 209

Documents relating to Sessions V-IX of GATT, 1949-1957. These records form
part of Federal Records Center Accession No. 71 A 6682.

Hickerson-Murphy-Key Files, Lot 58 D 33

Files of Assistant Secretaries of State for United Nations Affairs John D. Hick-
erson, Robert D. Murphy, and David McK. Key for the years 1948-1954.




X LIST OF SOURCES
INR Files, Lot 59 D 27

Miscellaneous files for the years 1948-1954 as retired by the Bureau of Intelli-
gence and Research, including the master file of minutes of the Intelligence Ad-
visory Committee (IAC).

INR-NIE Files

Files of National Intelligence Estimates, Special Estimates, and Special Nation-
al Intelligence Estimates, retained by the Directorate for Regional Research,
Bureau of Intelligence and Research. ) ) )

International Trade Files, Lot 57 D 284

Comprehensive collection of files on commercial trade policy, the question of an
international trade organization, and the negotiation, conclusion, and operation
of the General Agreement on Tariffs and Trade, assembled and maintained in
various economic offices of the Department of State during the years 1934-1956.
These records form part of Federal Records Center Accession No. 65 A 987.

IO Files, Lot 71 D 440

Master files of classified records and correspondence of United States Delega-
tions to sessions of the U.N. General Assembly for the years 1945-1965, main-
tained by the Bureau of International Organization Affairs. :

Jessup Files, Lot 53 D 65

Files of Ambassador Philip Jessup on the Sixth and Seventh Sessioné of the
U.N. General Assembly, and other related records. These records form part of
Federal Records Center Accession No. 64 A 987. :

L/SFP Files, Lot 67 D 466

Files of the Special Functional Problems Division of the Office of the Legal Ad-
viser concerning visa, immigration and passport regulations, cases, and legisla-
tion from 1940 to 1961. These files were retired as part of Federal Records
Center Accession No. 69 A 6308.

L/SPF Files, Lot 68 D 47 :
Files of the Office of the Assistant Legal Adviser for Special Political Functions.
L/T Files '

Files relating to the Bricker Amendment and the issue of proposals to limit the
executive branch’s treatymaking powers, 1950-1962, as maintained in the Office
of the Assistant Legal Adviser for Treaty Affairs.

MSA-FOA Congressional Files,. FRC 57 A 709

Files of the Office of the Deputy Director for Congressional Relations, including
letters, memoranda, reports, testimony, and other papers related to the foreign
economic program, for the years 1953-1954. These files were retired by the In-
ternational Cooperation Administration and form -part “of Federal Records
Center Accession No. 57 A 709. o

MSA-FOA Director’s Files, FRC 56 A 632

General subject and country file from the Office of the MSA-FOA Director cov-
ering all aspects of the foreign aid program for the years 1952-1955. These files
were retired by the International Cooperation Administration and form ‘part of
Federal Records Center Accession No. 56 A 632.
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Mutual Security Affairs Files, Lot 56 D 551

Country, subject, and legislative files on various aspects of the Mutual Security
Program for the years 1954-1956, maintained for the use of the Special Assist-
ant for Mutual Security Affairs (Frederick E. Nolting and Robert C. Hill).

Mutual Security Affairs Files, Lot 57 D 472

Subject and country files relating to the Mutual Security Program in Southeast
Asia for the period 1950-1952, including International Security Affairs Commit-
tee (ISAC) documents, as maintained by the Office of the Special Assistant for
Mutual Security Affairs. The bulk of these files form part of Federal Records
Center Accession No. 64 A 867.

Mutual Security Affairs Files, Lot 57 D 567

Subject'and'country files relating to thé Mutual Sécurity Program primarily in
the Far East and Southeast Asia for the period 1953-1957, as maintained by the
Office of the Special Assistant for Mutual Security Affairs.

NAC Files, Lot 60 D 137

Master file of documents of the National Advisory Council on International
Monetary and Financial Problems for the years 1945-1958, as maintained by
the Bureau of Economic Affairs of the Department of State.

P-NSC Files, Lot 62 D 385

Selected serial documentation relating to the National Security Council for the
years 1947-1965, as maintained by the Bureau of Public Affairs.

PPS Files, Lot 64 D 563

Master file of documents, drafts, records of meetings, memoranda, and related
correspondence for the years 1947-1953 of the Policy Planning Staff.

PPS Files, Lot 65 D 101

Master file of documents, drafts, records of meetings, memoranda, and related‘
correspondence for the year 1954 of the Policy Planning Staff.

Presidential Correspondence, Lot 66 D 204

Exchange of correspondence between the President and the heads of foreign
governments for the years 1953-1964, as maintained by the Executive Secretar-
iat of the Department of State. .

PSB Files, Lot 62 D 333

Master file of minutes and papers of the Psychological Strategy Board for the
years 1951-1953, as maintained by the Executive Secretariat of the Department
of State. )

Sandifer Files, Lot 55 D 429

Files of Deputy Assistant Secretary of State for United Nations Affairs Dur-
ward V. Sandifer for the years 1944-1953.

SCA Files, Lot 62 D 146 ,

Subject files of the Ofﬁcé of Security and Consular Affairs for the period 1953-
1960. These files were retired as part of Federal Records Center Accession No.
69 A 6308.




XII LIST OF SOURCES

Secretary’s Daily Meetings, Lot 58 D 609

Chronological collection: of the records of the Secretary of State’s daily meetings
with top Department of State officials for the years 1949-1952, as maintained by
the Special Assistant to the Secretary of State. o

Secretary’s Letters; Lot 56 D 459

Correspondence of the Secretary of State for the years 1945-1956, as maintained
by the Executive Secretariat of the Department of State. ‘

Secretary’s Memoranda, Lot 53 D 444

Comprehensive chronological collections of the Secretary of State’s memoranda,
memoranda of conversation, and memoranda of conversation with the President
for the years 1947-1953, as maintained by the Executive Secretariat of the De-
partment of State. : ‘

Secretary’s Memoranda of Conversation, Lot 65 D 238

Chronological collections of the Secretary of State’s memoranda of conversation
with the President for the years 1949-1952, memoranda of the Secretary and
Under Secretary of State for the years 1951-1952, and the Secretary of State’s
memoranda of conversation with Senator Tom Connally of Texas for the years
1950-1951, as maintained by the Executive Secretariat of the Department of
State. vl

‘Secretary’s Staff Meetings, Lot 63 D 75 4

Chronological collections of the minutes of the Secretary of State’s daily staff
meetings which were held twice a week during the years 1952-1960, as main-
tained by the Executive Secretariat of the Department of State.

S/P-NSC Files, Lot 61 D 167 '

Serial file of memoranda relating to National Security Council ‘questions for the
years 1950-1961, as maintained by the Policy Planning Staff.

S/P-NSC Files, Lot 62D 1

Serial and subject master file of National Security ‘Council documeénts and cor-
respondence for the years 1950-1961, as maintained by the Policy Planning
Staff. ! . . .

S/8-NSC Files, Lot 63 D 351

Serial master file of National Security Council documents and correspondence
and related Department of State memoranda for the years 1947-1961, as main-
tained by the Executive Secretariat of the Department of State.

S/S-NSC Files, Lot 66 D 148

Miscellaneous files concerning subjects considered by the National Sécurity
Council during the period 1949-1962, as maintained by the Executive Secretar-
iat of the Department of State.

$/S-NSC (Miscellaneous) Files, Lot 66 D 95

: Administratfve and miscellaneous National Security Council documentation, in-
cluding NSC Records of Action, as maintained by the Executive Secretariat of
the Department of State for the years 1947-1963. '
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S/S-OCB Files, Lot 61 D 385

Master set of administrative and country files of the ‘Operations Coordinating
Board for the years 1953-1960, as maintained in the Operations Staff of the De-
partment of State.

S/S-OCB Files, Lot 62 D 430

Master files of the Operations Coordinating Board for the years 1953-1960, as
maintained by the Executive Secretariat of the Department of State.

UNP Files, Lot 58 D 742

Miscellaneous subject files of the Office of United Nations Pélitica.l and Security
Affairs for the years 1945-1957.

UNP Files, Lot 59 D 237

" Subject files of the Office of United Nations Political and Security Affairs for
the years 1946-1957.

U.S. Information Agency files

USIA Files, Lot 56 D 581

General subject files concerning programs and operations of the U.S. Informa-
tion Agency for the period 1948-1955, including records on the overseas infor-
mation program and the McCarthy hearings. These records were retired by the
U.S. Information Agency and form part of Federal Records Center Accession
No. 61 A 502.

Other U.S. Government agency files

Fedefal Trade Commission, Bureau of Industrial Economics Files
Files felating to theyinternatibynal petroleum cartel, 1950-1957.
National Archives, SFRC. Records
Re@rds of the Senate Foreign Relations Committee, 1789-1976.
Harry S. Truman Library, Independence, Missouri
Truman Library, Acheson Papers
Papers of Dean Acheson, 1933-1971..
Truman Library, Murphy Papers
Papers of Charles S. Murphy, 1947-1967.
Truman Library, Spingarn Papers
Papers of Stephen J. Spingarn, 1933-1972.
Truman Library, Truman Papers, President’s Secretary’s File (PSF)

Papers of Harry S. Truman as President, 1945-1953, maintained by his personal
secretary. ‘

Truman Library, White House Central Files

Papers of Harry S. Truman as President, 1945-1953, from the Central Files of
the White House.
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Dwight D. Eisenhower Library, Abilene, Kansas
Eisenhower Library, Dulles Papers

Papers of John Foster Dulles, 1952-1959.
Eisenhower Library, Eisenhower Records !

Records of Dwight D. Eisenhower as President, daily appointment books, 1953~
1961. ‘ ’

Eisenhower Library, Hagerty Papers - _
Papers of James C. Hagerty, Press Secretary to the President, 1953-1961.
Eisenhower Library, 'Randall Commission Records

Records of the President’s Commission on Foreign Economic Policy (Randall
Commission), 1953-1954.

Eisenhower Libfary, Staff Secretary Records

Records of the Office of the Staff Secretary in the White House, 1952-1961, in-
cluding the records of Paul T. Carroll, Andrew J. Goodpaster, L. Arthur Min-
nich, Jr., and Christopher T. Russell. !

Eisenhower Library, White House Central Files

Records of Dwight D. Eisenhower as President, White House Central Files,
1953-1961. ’

Eisenhower Library, Whitman. File

Papers of Dwight D. Eisenhower as President, 1953-1961, maintained by his per-
sonal secretary, Ann C. Whitman. The Whitman File includes the following ele-
ments: the Name Series, Dulles-Herter Series, Eisenhower Diaries, Ann Whit-
man (ACW) Diaries, National Security Council Records, Miscellaneous Records,
Cabinet Papers, Legislative Meetings, International Meetings, Administration
Series, and the International File.

-Columbia University, New York, New York
Columbia University, Oral History Program

Oral History Program at Columbia University.
Cornell University, Ithaca, New York
- Cornell University, Oral History Program

Oral History Program at Cornell University.
Ohio Historical Society, Bricker Papers

Papers of John W. Bricker, 1989-1959, including materials pertaining to his
service as U.S. Senator from Ohio, 1947-1958 and particularly to the Bricker
Amendment. .
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Princeton University, Corwin Papers
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versity, including files related to his service 1953-1956, as chairman of the Com-
mittee for the Defense of the Constitution, an organization opposed to the
Bricker Amendment.

Princeton University Library, Dulles Papers, Appointment Book

Daily log of Secretary of State Dulles’ meetings and appointments for the years
1953-1959. . '

Princeton University Library, Phleger Collection

Material collected by Herman Phleger, Legal Advisor of the Department of
State, relating to the Bricker Amendment and the treatymaking power of the
United States, 1952-1956.







LIST OF ABBREVIATIONS AND SYMBOLS

Eprtor’s Note—This list does not include standard abbreviations in common

usage; unusual abbreviations of rare occurrence which are clarified at appropriate

points; and those abbreviations and contractions which, although uncommon, are

understandable from the context.

A, Office of the Assistant Secretary of
State for Administration
A/, series indicator for documents of

the General Assembly of the United

Nations
A/C.6/L, series indicator for documents

of the Sixth Committee of the Gener-.

al Assembly of the United Nations

A/CN.4, series indicator for documents
of the International Law Commission
of the General Assembly of the
United Nations -

A/MS, Management Staff, Bureau of
Administration, Department of State

ACEP, Advisory Committee on Expo
Policy :

AEC, Atomic Energy Commission

AF. of L., American Federation of
Labor -

AG, Attorney General

AIOC, Anglo-Iranian Oil Company

AMC, Additional Measures Committee
‘of the United Nations (for prosecu-
tion of the Korean war)

AMP, additional military production

AOA, American Overseas Airlines

AR, Annual Review (of North Atlantic
Treaty Organization force levels and
goals) :

AR, Office of Regional American Af-
fairs, Department of State

ARA, Bureau of Inter-American Af
fairs, Department of State

ARAMCO, Arabian American Oil Com-

pany
AV, Aviation Policy Staff, Departmen
of State
B.A., Bricker Amendment
B/D, barrels (of oil) per day

BL, Black List (an export control meas-

ure) .

BNA, Office of British and Northern
European Affairs, Bureau of Europe-
an Affairs, Department of State

BOB, Bureau of the Budget

BOP, balance of payments

BOT, Board of Trade (British)

C, Office of the Counselor, Department
of State

CA, circular airgram

CA, Office of Chinese Affairs, Depart-
ment of State

CAA, Civil Aeronautics Administration

CAB, Civil Aeronautics Board !

CB, Companion of the Bath (British)

CBE, Order of the British Empire

CEA, Council of Economic Advisers

CF, Conference folder

CFEP, Commission on Foreign Eco-
nomic Policy (Randall Commission)

CFEP, Council on Foreign Economic
Policy

CG, Coast Guard : ,

CG/COCOM (CG/CO.COM), Coordi-
nating Committee of the Paris Con-
sultative Group of nations working to
control export of strategic goods to
Communist countries

CHINCOM, China Committee, a perma-
nent working group of the Paris Con-
sultative Group of nations working to
control export of strategic goods to
Communist countries

CIA, Central Intelligence Agency v

C.IO., Congress of Industrial Organiza-
tions

circagam, circular airgram

cirtel, circular telegram )

CMC, Collective Measures Committee,
United Nations

CMG, Companion of St. Michael and
St. George (British)

COCOM, Coordinating Committee on
export controls, located in Paris

COD, cash on delivery

CP, Commercial Policy Staff, Bureau of
}qilconomic Affairs, Department of
State
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CP, Contracting Party to GATT

CSAGI, Comité Spécial de I’Anse Géo-
Physique Internationale (Special Com-
mittee on the International Geo-
physical Year)

CSC, Coal and Steel Community

CY, calendar year ‘

D, member of the Democratic Party in
the United States

Dem, Democrat; Democratic Party

Depcirctel, circular telegram originat-
ing in the Department of State

DepSecDef, Deputy Secretary of De-

- fense

Dept, Department (usually the Depart-
ment of State)

Deptel, Department of State telegram

DMB, Defense Mobilization Board

DMS, Director of Mutual Security

DOD, Department of Defense

DOT, dependent overseas territory

DSA, Defense Shipping Authority

DSO, Companion of the Distinguished
Service Order (British)

Dulte, series indicator for telegrams
from Secretary of State Dulles while
away from Washington

E, Bureau of Economic Affairs, Depart-
ment of State

ECA, Economic Cooperation Adminis-
tration :

ECE, Economic Commission for Europe

ECOSOC, Economic and Social Council
of the United Nations

ED, Investment and Economic Develop-
ment Staff, Office of Financial and
Development Policy, Department of
State

‘EDAC, Economic Defense Advisory
Committee

EDC, European Defense Community

EDT, Office of Economic Defense and
Trade Policy, Department of State

EE, Office of Eastern European Affairs,
Department of State :

Embdes, Embassy despatch

EPU, European Payments Union

ERP, European Recovery Program

EUR, Bureau of European Affairs, De-
partment of State

EUR/RA, Office of European Regional
Affairs, Bureau of European Affairs,
Department of State

E-W, East-West )

EWT, East-West Trade.

Excon, series indicator for telegrams,
airgrams, and despatches dealing
with export controls

Exim (Eximbank), Export-Import Bank
of Washington

LIST OF ABBREVIATIONS AND SYMBOLS

FAO, Food and Agriculture Organiza-
tion of the United Nations

FBO, Division of Foreign Buildings Op-
erations, Department of State

FCC, Federal Communications Commis-
sion :

FCN, Friendship, Commerce, and Navi-
gation (treaty) .

FE, Bureau of Far Eastern Affairs, De-
partment of State .

FOA, Foreign Operations Administra-
tion ‘

FTC, Federal Trade Commission

- FY, fiscal year

GA, General Assembly of the United
Nations L
GATT, General Agreement or Tariffs
and Trade

GNP, gross national product

GOP, Grand Old Party, Republican
Party

H, Office of the Assistant Secretary of
State for Congressional Relations

HICOG, United States High Commis-
sioner for Germany ) .

H.J. Res., House of Representatives
Joint Resolution :

HMG, His (Her) Majesty’s Government

H.R., designation for legislation intro-
duced in the House of Representa-
tives :

IAC, Intelligence Advisory Committee

IBRD, International Bank for Recon-
struction and Development (common-
ly known as the “World Bank”)

IC, Division of International Confer-
ences, Department of State

ICAO, International Civil Aviation Or-
ganization

ICCTU, International Confederation of
Christian Trade Unions

ICDYV (IC/DV), Import Certificate and
Delivery Verification

Ice, Iceland

ICEM, Intergovernmental Committee
for European Migrants

ICFTU, International Confederation of
Free Trade Unions

I.C.J. (ICJ), International Court of Jus-
tice

IDAB, International Development Ad-
visory Board

IFC, International Finance Corporation

IGY, International Geophysical Year

IIA, International Information Agency

ITAA, Institute of Inter-American Af.
fairs
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ILC, International Law Commission of
the United Nations General Assem-
bly

" ILO, International Labor Organization

IMF, International Monetary Fund

INR, Bureau of Intelligence and Re-
search, Department of State

IRO, International Refugee Organiza-
tion :

ITO, International Trade Organization

IWG, Intelligence Working Group (of
the Economic Defense Advisory Com-
mittee) ~

JCS, Joint Chiefs of Staff

L, Office of the Legal Adviser, Depart-
ment of State :

L/E, Office of the Assistant Legal Ad-
viser for Economic Affairs, Depart-
ment of State ‘

L/SFP, Office of the Assistant Legal
Adviser for Special Functional Prob-
lems, Department of State . -

L/T, Office of the Assistant Legal Ad-
viser for Treaty Affairs, Department
of State s .

MAAC, Military Assistance Advisory
Committee

MAAG, Military Assistance Advisory
Group

MAP, Military Assistance Program

MDA, Mutual Defense Assistance

MDAP, Mutual Defense Assistance Pro-

gram

ME, Middle East .

MEA, Middle East Airlines Company

MEDO, Middle East Defense Organiza-
tion Co

MFN, most favored nation

MSA, Mutual Security Agency; Mutual
Security Act

MSP, Mutual Security Program

MSTS, Military Sea Transport Service

MTSAC, Mutual Trade Security Advi-

sory Committee

MWM, metalworking machinery =

NA, Office of Northeast Asian Affairs,
Bureau of Far Eastern Affairs, De-
partment of State

NAC, National Advisory Council on In-
ternational Monetary and Financial
Problems :

NAT, North Atlantic Treaty :

NATO, North Atlantic Treaty Organi-
zation

NE, Office of Near Eastern Affairs, De-
partment of State

NEA, Bureau of Near Eastern, South
Asian, and African Affairs, Depart-
ment of State :

NGRC, National Government of the Re-
public of China

niact, night action, communications in-
dicator requiring attention by the re-
cipient at any hour of the day or
night

NIE, National Intelligence Estimate

NSC, National Security Council

NSRB, National Security Resources
Board

O/FE, Office of Far Eastern Oper-
ations, Foreign Operations Adminis-
tration

OAS, Organization of American States

OB.E., Officer Order of the British
Empire

OBF, Office of Budget and Finance, De-
partment of State (to June 1953)

OCB, Operations Coordinating Borad

ODM, Office of Defense Mobilization

ODMS, Office of the Director of Mutual
Security

OEEC, Organization for European Eco-
nomic Cooperation

OFD, Office of Financial and Develop-
ment Policy, Department of State

OIR, Office of Intelligence Research,
Department of State

OIR/GE, Special Adviser on Geogra- '

phy, Office of Intelligence Research,
Department of State ’

OIT, Office of International Trade, De--

partment of Commerce .

OMP, Office of International Materials
Policy, Department of State

0SD, Office of the Secretary of Defense

OSP, offshore procurement

P, Bureau of Public Affairs, Depart-
ment of State

PAA, Pan American World Airways,
Inc.

PAB, Public Advisory Board for
Mutual Security

PAC, Permanent Agricultural Commit-
tee (of ILO) -

PAD, Petroleum Administration for De-
fense :
PBOS, Planning Board for Ocean Ship-

ping, NATO :
PC, participating country (in COCOM)
PED, Petroleum Policy Staff, Bureau of
Economic Affairs, Department of
State
PIC, Public Information Committee
PICMME, Provisional Intergovernmen-
" tal Committee for the Movement of
Migrants from Europe
PL, Public Law
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POC, Psychological Operations Coordi-
nating Committee (to September
1953)

POL, petroleum, oil, lubricants

Polto, series indicator for telegrams

from the United States Permanent

Representative at the North Atlantic
Council '

Pres, President .

PSA, Office of Philippine and South-
east Asian Affairs, Bureau of Far
Eastern Affairs, Department of State

PSB, Psychological Strategy Board .

" PSF, President’s Secretary’s Files

QC, quantitative controls

QR, quantitative restrictions

R, member of the Republican Party in

- the United States

R, Office of the Special Assistant for In-
telligence, Department of State -

RA, Office. of European Regional Af-
fairs, Bureau of European Affairs,
Department of State

res, resolution

RFC, Reconstruction Finance Corpora-
tion

RN, Royal Navy (British)

ROK, Republic of Korea

S., designation for legislation intro-
duced in the United States Senate

S/ISA, Director for International Secu-
rity - Affairs, Department of State
(abolished in 1951) -

S/MSA, Special Assistant to the Secre-
tary of State for Mutual Security Af-
fairs )

S/P, Policy Planning Staff, Department
of State '

8/8, Executive Secretariat, Department
of State

SA-M, Special Assistant to the Secre-
tary of State for Press Relations

SC, Security Council of the United Na-
tions )

SCAP, Supreme Commander,. Allied
Powers, Japan

SE, Special Estimate

SEATO, Southeast Asia Treaty Organi-
zation

SEC, Securities and Exchange Commis-
sion

SFRC, Senate Foreign Relations Com- -

mittee ) .

SHAPE, Supreme Headquarters, Allied
Powers, Europe

8.J. Res., Senate Joint Resolution

SOA, Office of South Asian Affairs,
Bureau of Near Eastern and South
Asian Affairs

SRE, United States Special Representa-
tive in ‘Europe e i
STEM, United States Special Technical

and Economic Mission: SRERE
SUNFED, Special United Nations Fund
for Economic Development S
TAC, Technical Assistance Committee,
United Nations S
TAC, Trade Agreements Committee (In-
terdepartmental Committee on Trade
Agreements) v S
TAC, Transit Authorization Certificate
TCA, Technical Cooperation Adminis-
tration . : ’
Tedul, series indicator for telegrams to
Secretary of State Dulles while away
from Washington Lt
Topol, series indicator for telegrams to
the United States Permanent Repre-
sentative at the North Atlantic Coun:.
TRC, Office of Transport and Commu-
nications Policy, Department of State
TWA, Trans World Airlines, Inc.

U, Office of the Under Secretary of
State : : ’ :
U/FW, Office of the Special Assistant
to the Under Secretary of State (Fish-

eries and Wildlife) e

'UN, United Nations

UNA, Bureau of United Nations Af-
fairs, Department of State . .

UNAMC, United Nations Additional
Measures Committee (for prosecution
of the Korean war) . - . .

UNE, Office of United Nations Econom-
ic and Social Affairs, Department of
State :

‘UNESCO, United Nations Educational,

Scientific and Cultural Organization
UNETAP, United Nations Expanded
Technical Assistance Program )
UNICEF, United Nations International
Children’s Emergency Fund :
UNKRA, United Nations Korean Re-
construction Agency - -

 UNRWA, United Nations Relief and

Works Agency :

UnSecState, Under Secretary of State

UNTA, United Nations Technical As-
‘sistance

ur, your :

USA, United States Army

USAF, United States Air Force

U.8.C., United States Code

USDel, United States Delegation

USEUCOM, United States Army, Euro-
pean Command

USG, United States Government
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USIA, United States Information
Agency
USIE, United States Information and
Educational Exchange Program
USIIA, United States International In-
formation Agency
USIS, United States Information Serv-
ice
USN, United States Navy
USOM, United States Operations Mis-
sion
USRO, Office of the United States Spe-
" . cial Representative in Europe
USUN, United States Mission at the
United Nations

VOA, Voice of America

VOR, very high frequency omnidirec-
tional range

WE, Office of Western European Af-
fairs, Bureau of European Affairs,
Department of State

W.H., White House

WHO, World Health Organization,
United Nations

WL, White List (export control meas-
ure)

WP, Working Party (member of in-
tersessional committees set up under
GATT)







FOREIGN POLICY ASPECTS OF ADMINISTRATIVE
TRANSITION: NOVEMBER 1952-JANUARY 1953

711.00/11-552

Memorandum by the Secretary of State of a Meeting With the
: President!
SECRET WasHINGTON, November 5, 1952.

Subject: Liaison with the New Administration

I went over with the President the matter of the urgent need for
liaison with the incoming Administration. I mentioned the topics
listed in Mr. Nitze’s memorandum? as some of the instances where
we were being forced daily to make decisions with which the next
Administration would have to live and the resulting need for con-
sultation with them. S v

I reminded the President that Mr. Lovett had already spoken
about a similar need in the Defense Department and I felt sure
that the same situation existed in the Treasury. The President
thoroughly agreed and told me that he had already sent a telegram
to General Eisenhower asking him to appoint a liaison officer to
work with the Bureau of the Budget on the budget which would
have to go to Congress not later than January 18. He showed me a
telegram from General Eisenhower accepting this suggestion.®

The President then went over with me another telegram which
he will send to General Eisenhower and release this afternoon
asking the General to meet with him in the White House in the
next few days to arrange the broader question of liaison and the
transfer of power from this Administration to the next.* He hoped

i A notation on the source text indicates copies were sent to Under Secretary
Bruce, Deputy Under Secretary Matthews, and Deputy Under Secretary for Admin-
istration Humelsine. A copy of this memorandum is also in the Secretary’s Memo-
randa of Conversation, lot 65 D 238.

2 The reference memorandum cannot be further identified.

s Neither telegram has been found in Department of State files.

_4President Truman sent a very brief telegram along the above lines to President-
elect Eisenhower on Nov. 5, 1952. The text of this telegram was released by the
White House the same day and is printed in the Department of State Bulletin, Nov.
17, 1952, p. 771, along with the footnoted information that President-elect Eisenhow-
er telegraphed his acceptance of President Truman’s suggestion on Nov. 6, propos-
ing that a meeting be arranged for sometime during the week of Nov. 17. The texts.
of both the Truman telegram of Nov. 5 and General Eisenhower’s reply of Nov. 6

Continued
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that the General would accept this invitation and said that if and
when he did, he would ask me to return from New York s and have
Mr. Lovett, Mr. Snyder, Mr. Lawton and me meet with him and
General Eisenhower to discuss the whole problem. If he does not
get a reply, he will address another communication to the General.

outgoing Truman Administration.
5 Secretary of State Acheson had been attending the Seventh Session of the U.N.
General Assembly.

Eisenh Library, Eisenh papers, Whitman file

The P-{'esident to President-elect Eisenhower!

TOP SECRET L : WaSHINGTON, November 6, 1952.

DEAR GENERAL: Following up my telegram of yesterday after-
noon,? I had a consultation with State, Treasury, Defense and
Budget.

There are some really fundamental things pending before the
United Nations that must be met in a positive manner. I wish you
would suggest somebody, in addition to the person who is to talk to

- the Budget Director,® to discuss these matters authoritatively with
the Secretary of State, the Secretary of the Treasury, and the Sec-
retary of Defense.* ‘ '

There is a resolution pending on Korea in the United Nations.

The Iran problem s is an extremely delicate one and affects our
relations with Great Britain.

The Tunisian problem¢ is also in that same class and affects our
relationship with France and South Africa. o
There is a National Security Council problem pending regarding
the allocation of resources. A preliminary report is due November

15th.

1 This letter is addressed to the President-elect in care of the Augusta National
Golf Course and bears the typed notation “To be delivered to Addressee only.”

2 See footnote 4, supra. :

3 Frederick J. Lawton.

* Dean Acheson, John W. Snyder, and Robert A. Lovett, respectively.

* Reference is to the nationalization of the Anglo-Iranian Oil Company by the
Government of Iran. For documentation on this issue, see volume x.

¢ Reference is to the Tunisian effort to obtain independence from France which
was taken to the United Nations. For documentation on this matter, see volume xi,
‘Part 1, pp. 665 ff. :
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All these things are vital policy matters which can only be decid-
ed by the President of the United States but I would prefer not to
make firm decisions on these matters without your concurrence, al-
though the decisions will have to be made. These things affect the
whole American policy with regard to the free world.

If you could designate someone to act authoritatively for you, or
come yourself to sit in on these meetings, it would be the proper
solution to the problem.

Sincerely yours,

Harry TRUMAN

Editorial Note

On November 7, 1952, NSC Executive Secretary James S. Lay,
Jr., submitted to the National Security Council a three-volume
study entitled “Current Policies of the Government of the United
States of America Relating to National Security.” In a covering
memorandum, he stated that “These volumes have been assembled
for the information of the President and the President-elect in
order to present briefly the current policies of the United States re-
lating to the national security as approved by the President upon
the advice of or acting with the National Security Council.” He
also noted that all statements on policy implementation had been
formally coordinated “at the working level within and between the
departments and agencies responsible for their implementation,
but they cannot be considered as cleared, formal, or complete state-
ments.” The three-volume study is in the Truman Library, Truman
papers, PSF-Subject file.

Secretary’s Staff Meetings, lot 63 D 75, Notes 61-120

Notes on the Secretary’s Staff Meeting, Thursday, November
13, 19521

[Extract]

SECRET ‘ ' ' [WASHINGTON.]
SM N-83

1 The identity of the drafting officer and the date drafted are not indicated on the
source text; the source text does indicate that the meeting began at 9:30 a.m.
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Liaison Arrangements with New Administration

3. Mr. Bruce reported that Senator Lodge? will be in Washington
tomorrow. Mr. Bruce plans to talk with the Senator either this
weekend or the first of next week. At the present time it is difficult
to determine how Senator Lodge will want to establish liaison ar-
rangements with State. '

4. Mr. Thorp pointed out that there are two kinds of problems
involved. One type includes problems which require immediate de-
cisions prior to January 20. The other type is the group of problems
which are not ready for a decision now but which a new Adminis-
tration should study as soon as possible. He cited the reciprocal
trade agreements act as an example and pointed out that the new
Administration needs to do some thinking on this problem at an
early date. Mr. Bruce pointed out that the most important prob-
lems, such as Korea, Iran, UN, etc., will be covered by briefing ma-
terial for the Tuesday meeting between President Truman and
President-elect Eisenhower.? Unless Senator Lodge is prepared to
organize a staff to go into the various departments, we could not do
much more than this at the present time. Mr. Bruce felt that the
arrangement with Lodge was a temporary one, but we must first
find out what he has in mind before we begin preparation of mate-
rials. Mr. Nitze felt that on problems other than the most urgent
ones, initiative should come from Senator Lodge for information or
consultation. iR L e

5. Mr. Johnson stated that Joseph Dodge* has told him that he
has been instructed by Eisenhower to merely observe and not to
agree or disagree with decisions being made by the present Admin-
istration. Mr. Bruce stated that we will tell Senator Lodge that we
will cooperate any way possible. He stated that it will depend to a
considerable extent on whether Senator Lodge has a staff, whether
he operates in the State Department, whether we furnish the staff
for him, and many other factors.

6. Mr. Sandifer stated that there was a ticker report yesterday
which indicated that President-elect Eisenhower will see Senator
Wiley the week of November 25. The report suggested that Senator
Wiley would be used as the channel on consultation for the new .
Administration on UN problems. Mr. Bruce pointed out that the
President will deal directly with Eisenhower on some of the major
UN problems, but it was Eisenhower’s prerogative to designate any
person he desired for liaison arrangements.

2 Representative-designate of the United States to the United Nations.

3 See the memorandum of the meeting at the White House between the President
and General Eisenhower, Nov. 18, 1952, p. 22. i .

* Director-designate of the Budget.
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7. Mr. Riddleberger suggested that there was a third category of
problems and those would include decisions which are being made
now but not of major importance. Action on some of these will
have been completed by January for submission to the next Con-
gress. He stated that the debt conference was a problem in this cat-
egory. Mr. Bruce pointed out that the present Administration could
not abdicate its responsibilities and would have to continue to oper-
ate. He asked that Mr. Riddleberger furnish him a memorandum
on the subject of the debt conference. .

8. Mr. Miller stated that there were problems which require im-
mediate attention in the Latin American area but are not of suffi-
cient importance to warrant Senator Lodge’s personal attention.
These problems are important for Mr. Miller’s successor. He stated
that the Inter-American Economic Conference scheduled for Febru-

" ary 9 is one in this category.

9. Mr. Bruce suggested that all of the offices of the Department
should prepare a description of the problems which the new Ad-
ministration will be facing soon after January 20. These descrip-
tions, as well as a listing of all problems which are not of such im-
mediate importance, should be submitted to Mr. McWilliams. The
memoranda should be prepared in two parts: (a) a description of
the problems which the new Administration will face during the
first two months of office; and (b) a list of problems which the new
Administration will face during the remaining part of the fiscal
year. :
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PPSﬁles,lot64D563,““ inistrative Transition.”

Paper Prepared in the Department of State ! .

TOP SECRET [WASHINGTON, undated.]

- OUTLINE FOR SECRETARY’S USE IN BRIEFING GENERAL EISENHOWER
NoveEMBER 18, 1952

KOREA 2

Fundamental Character of Repatriation Issue®

In relation to cleavage between West and Kremlin——xioting Vi-
shinsky’s spurning of idea individual welfare and choice of loyalties
as valid considerations. a e
~ In relation to the mixed character of the struggle in Korea as
both an international and a civil conflict, o o
Position of UN Command (i.e., U.S.) : »

Firm position as to no forcible repatriation stated last spring,
- with general attitude of firmness on principle and flexibility as to
mode of effectuating it. i R R A

Recess of negotiations at Panmunjon on Oct. 8 at instance of
UNC pending acceptance of any one of UNC proposals or proffer-
ing of an alternative by Communists,. RUAT
The Issue in the General Assembly TR I R  IE

UNC position—strongly supported by all UNC participants and
opposed by no non-Communist government—brought into focus
before General Assembly in resolution put forth by U.S. and 20
other sponsoring governments after intensive diplomatic prepara-
tion—with purposes

To maximize pressure on Communists to come to terms on appar-

ent last obstacle to armistice in Korea.
To get explicit endorsement of UNC (i.e., U.S.) position.

Negotiating position in General Assembly now very fluid in con-
sequence of other proposals, put forth formally or broached infor-
mally among delegations. -
- U.S. attempting to steer these along courses most useful in but-
tressing our position—willing to accept any form consistent with
the fundamental principle at stake. -

! The source text does not indicate the identity of the drafting officer(s) or
Bureau(s), nor the date drafted. A copy of this paper is also in the PPS files, lot 64 D
563, “Record Copies.”

" 2For documentation on Korea, see volume xv.

3This and all the other italic headings in this document are sidenotes on the

source text, presumably for the Secretary’s easy reference. :
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Question of Policy of Incoming Administration _

President-elect’s trip to Korea as an occasion for uncertainty
among some delegations as to continuity of U.S. adherence to the
main principle. . ,

Concern among some delegations as to continuity of practice of
consulting participants in regard to major decisions as to Korea.

Exploitation of this situation by Communist and neutralist dele-
gations. - v : '

Of great possible assistance in meeting this situation—a state-
ment by ¢ the President-elect—

implicitly recognizing UN aspects of action in Korea

supporting efforts now being made by U.S. Government in Gen-
eral Assembly.

Offer of Assistance ’

Department’s readiness to make available to the President-elect
or his designated representative, Senator Lodge, full information as
to— ‘

Relationships of U.S. with UN and principal allies of UNC.
The disturbed domestic situation in Korea. S

THE IRAN PROBLEM °

The Sequel to Nationalization in Iran

Social unrest in light of nonfulfillment of expectations following
take over of British oil properties.

Budgetary difficulties due to loss of oil revenues, with conse-
quences of inflation, curtailment of public works, and signs of seri-
ous demoralization among payless army and public servants.

" Persistence in the Government of suspicion of motives, misunder-
standing of the facts of life in the marketplace, and intransigence
toward the U.K. :

Necessity of a Settlement ,
Need to get oil flowing again to revivify the Iranian economy.
Danger of increasing its vulnerability to Soviet penetration,
whether by direct interposition or by subversion. h
Importance in strategic position in resources.
The British Attitude
Importance of issue to UK. from standpoint of

Prestige.

+The following typewritten footnote appears at this point in the source text:
“Note to Secretary: Draft attached after page 18 for use in event General Eisenhower
asks for it.”’ For the draft under reference, see p. 12. :

s For documentation on Iran, see volume X.
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Fiscal factors. ‘ Co
Danger as example to others if nationalization is rewarded_. :

Need for U.S. to keep good relations with principal Atlantic ally
as a limit on action in seeking settlement and in avoiding budg-
etary aid to Iran pending satisfaction of British claims. ‘

U.S. Course

One unrealistic possibility—no action in hope hardship would
soften Iranians. ‘

Another unrealistic possibility—buying time by giving budgetary
aid, a lane that might have no ending. , ‘

The course chosen—to seek a solution and incidental to solution
to provide funds to bolster Iranian Government pending adequate
revenues from oil flow;

This course envisaging

Settlement of the compensation issue by agreed lump sum pay-
ment on Iranian initiative (alternative to British demand of compen-
sation set by arbitration). :

Commercial arrangements to handle Iranian oil either by AIOC
alone, by AIOC with several major U.S. companies, or by U.S. com-
panies alone.

Advance to Iranian Government of up to $100,000,000 available
under Defense Production Act. L e ‘

Foreign Oil Policy and Anti-Trust Laws ¢

Possible participation of U.S. oil companies in arrangements for
handling Iranian oil a matter of bringing into focus broad question
of application of U.S. anti-trust policies. . '

Possible necessity of a restudy of oil policies by a high level com-
mission, either within Government or with participation of public
interest groups. :

PROBLEMS RAISED BY ISSUE OF STATUS OF MOROCCO AND TUNISIA ON
GENERAL ASSEMBLY AGENDA 7

Status of Problem

Distinguishing between problem of competence and problem of
substance. :
Not yet reached on GA agenda.

¢ For documentation on foreign oil policy and the foreign policy aspects of anti-
trust legislation, see pp. 817 ff. and 1259 ff,

"For documentation on Morocco and Tunisia, see vol. x1, Part 1, pp. 599 ff. and
665 ff.; for documentation on U.N. affairs, see volume 1. ‘
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Arab-Asian Attitude
Seeking to use UN and all other means as fulcrum for prying

loose colonial areas. .
Pressing for full independence of areas concerned.

The French Attitude

Firmness in denial of General Assembly’s competence.

Refusal to be bound by General Assembly actions.

These reflecting of French sensitivity as to future of position in
North Africa. : _

Relation to French fears of greater disparity of power in relation
to Germany. :

Suspicion of U.S. as covert ally of anti-colonialists.

In French view, greatest single issue in international field.

Problem in U.S. View
U.S. deeply concerned in need of sound relations with—
France and other NATO allies.

Also Arab and Asian areas where we have strong strategic and
political interests. -

No apparent way of reconciling—and even no apparent way of
satisfactqrily balancing—these conflicting pulls.

PROBLEMS RAISED BY ISSUE OF RACIAL POLICIES OF UNION OF SOUTH
AFRICA ON AGENDA OF GENERAL ASSEMBLY 8

Present Stdtus g
Problem placed on agenda by 13 Arab and Asian States.
Now before Ad Hoc Political Committee.

Issues and Dilemmas
In relation to human rights—

Question of competence under Article 2 (7) of Charter—
Issue of any discussion at all.
Issue as to whether resolution directed to one state is proper.

In relation to future and effectiveness of UN.

Possibility in face of adverse vote of South Africa quitting UN or
withdrawing air squadron from UNC.

Twin dangers: reducing GA to desuetude or making it a forum
for interference without responsibility.

8For documentation on U.S. relations with the Union of South Africa, see vol. X1,
Part 1, pp. 902 ff.
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U.S. Position

U.S. pressed by desires to keep friendly relations with anti-impe-
rialist Arab-Asian bloc and with South Africa and to avoid exces-
sive stresses on UN structure. ‘ '

Initial view—now abandoned—of seeking International Court of
Justice opinion on jurisdiction.

Efforts—still unavailing—to get mild, generalized resolution.

Intention to abstain on vote of competence and on final vote
(unless resolution is positively harmful—in which event U.S. will
vote no).

PROBLEMS IN NATO®

Issue Whether To Hold Dec. 15 Council Sessio

First session since Lisbon. ’
Purposes—

Several items of routine business. ‘

Approval of study on Soviet foreign policy in light of recent de-
velopments. ' ' : v

Most important—the Annual Review to reconcile requirements
and capabilities so as to set—

Firm force goals for 1958—an exigent matter in U.S. view.
%ketchy force goals for 1954—a highly important matter in
U.S. view. : :

Prospect of useful meeting as of Dec. 15 fading because of lag in
Annual Review preparations due (in Ambassador Merchant’s view)
to flagging leadership in International Staff and passive resistance
in other delegations. ‘ ’

Choice between

Unsatisfactory meeting. »
Troublesome delay with perhaps further loss of momentum.

Prospective Future Meetings

Soon after start of new Administration—a meeting to complete
the Annual Review.

Possibly a fall meeting—

To consider results of studies of new weapons and tactics.

To weigh maintenance and replacement costs.

To acquaint European allies with general posture of new Admin-
istration—a matter of such interest that others may press for such
an additional meeting even in late spring. : ‘

* For documentation .on NATO, see vol. v, Part 1, pp. 1 ff.
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DEVELOPMENT OF THE EUROPEAN DEFENSE COMMUNITY 10

Importance of Undertaking
Prompt ratification as only developed formula for introducing

_German forces into defense of West essential to NATO program.

Integral also to whole effort at European integration, thus bound
with eventual success of Schuman Plan and Political Community.

Status and Prospects as to Ratification
France—

Issue linked to Saar, North Africa, Indochina, and fear of
German ascendancy.
" Outcome uncertain.
No final action till February or maybe March.

Germany—

Bundestag approval expected this month. o
Fin}e:sl action, contingent on a court ruling, expected in about two
months. 8

Ttaly—

Vote awaiting action on other legislation.
Final prospect favorable.

Belgium—

Government not yet taking strong favorable line.
Linking issue to question of uniform conscription period.
No prospect of action until after France.

Netherlands— .
Ratification in December in prospect.

Luxembourg—
Attitude generally linked to Belgium’s.

Planning Function
. EDC Interim Commission at work in strict secrecy..
Not yet effective in its work—

. Too much preoccupation with charts.
Not enough attention to substance.
Lacking in adequate authorizations.

United States Attitude
As to ratification—

10 For documentation on the European Defense Community, see vol. v, Part 1, pp.

571 ff. -
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Interested but not pressing as this is something of vital concern
to Europeans themselves.

Not disposed to be jockeyed into buying ratification by giving
concessions on remote problems.

Importance of encouragement by U.S. statements without giving
appearance this is a U.S. scheme.

As to getting more effective planning—

U.S. observers seeking to encourage more attention to production
plans and German build-up.

Next NATO meeting as opportunity to push for wider authoriza-
tion for Interim«CommissiQn.

ALLOCATION OF U.S. RESOURCES (NSC 135) !

Purpose and Status of NSC 135

One in a series of studies generally familiar to General Eisen-
hower, previous ones being NSC 20 (1948), NSC 68 (1950), and NSC
114 (1951).:2

Specific questions as to which answers are sought:

Adequacy of free world needs increasing in level of programs and
forces to cope with threats.

Appropriateness of present balance between military and eco-
nomic aid.

Appropriateness of present allocation as between U.S. and other
free world forces.

Appropriateness of allocations by areas—Far East, Middle East,
and Europe—in relation to U.S. security and commitments.

Progress to Date

Commencement of study directed by President in September.

Agreement on terms of reference by State-Defense-MSA Steer-
ing Group in September.

Work on all phases now well on way.

Deadline for completion directed by President—dJanuary 1, 1953.

SUGGESTED DRAFT STATEMENT BY GENERAL EISENHOWER

It should be clear that the sole purpose of my visit to Korea will
be to obtain that understanding of a complex situation which can

11 NSC 185, “Status of U.S. Programs for National Security as of June 30, 1952,” a
collection of eight reports submitted to the NSC Aug. 6-22, 1952, was noted at the
122d Meeting of the National Security Council on Sept. 3, 1952. For information on
NSC 135, see volume . -

2 NSC 20, “Appraisal of the Degree and Character of Military Preparedness Re-
quired by the World Situation,” July 12, 1948, is printed in Foreign Relations, 1948,
vol. 1, Part 2, p. 589; NSC 68, “U.S. Objectives and Programs for National Security,”
Apr. 14, 1950, is printed ibid., 1950, vol. 1, p- 234; NSC 114/1, “Status and Timing of
Current U.S. Programs for National Security,” Aug. 8, 1951, is printed ibid., 1951,

“vol. 1, p. 127. )
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come only from firsthand knowledge and observation. I intend to
visit General Clark, Commander-in-Chief of the United Nations
forces and other members of his command. I also hope to the

~ extent practicable to visit the troops of the United States, the Re-

public of Korea and the many other nations, composing the United
Nations Command, all of whom have fought so long and so valiant-
ly for the vital principles at stake in that struggle. I also hope to
see President Rhee and other members of the Government of the
Republic of Korea whose land is being defended against this most
brutal and callous aggression. '

I know that with the knowledge and understanding thus ob-
tained I will better be able to face those grave responsibilities I am
about to assume. ,

I am following with close interest the progress of the discussion

of Korea in the United Nations General Assembly and am in full

agreement with the efforts being made there by the United States
and other like-minded nations to support the long and patient ef-
forts of the United Nations Command to bring about an armistice
in Korea compatible with the conscience of all free people.*®

1s President-elect Eisenhower made no statement prior to his departure for Korea
which was in fact kept from public knowledge. Eisenhower’s own version of his trip
to Korea is in Mandate for Change, pp. 93-96. Upon Eisenhower’s departure from
Korea on Dec. 5, 1952, the U.N. Command at Seoul issued a brief communiqué, the
text of which is printed in the Department of State Bulletin, Dec. 15, 1952, pp. 948-
949. o

Truman Library, PSF-General file

Memorandum by the Assistant Secretary of State for European Af-
fairs (Perkins) to the Director of the Executive Secretariat (McWil-
liams)* '

SECRET - [WasHINGTON,] November 14, 1952.
Subject: Paper on NATO for talks with the New Administration

In response to your request for a paper on NATO, there is at-
tached a document prepared in RA which attempts to answer your
three questions:

1. The nature of the December 15 meeting? and the problems it
raises. .

2. What could be accomplished at such a meeting?

3. When should there be a second meeting?

" 1Drafted by J. Graham Parsons of the Office of European Regional Affairs.
2 Regarding the Tenth Session of the North Atlantic Council at Paris, Dec. 15-18,
1952, see the editorial note in vol. v, Part 1, p. 348.
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As it has not yet been decided whether the December 15 meeting
- is in fact to take place, the situation is definitely subject to change
and hence this paper must be regarded as tentative in many re-
spects. It has been cleared with the Defense Department’s Office of
North Atlantic Treaty Affairs which will also prepare a paper on
NATO for the talks with the new Administration.s It is understood
that that paper will deal more specifically with force programs,
and their relationship to the U.S. budgetary program for fiscal ’54.

[Attachment]
Paper Prepared in the Office of European Regional Affairs*

SECRET , : [WasHINGTON,] November 14, 1952.
v ‘IMMEDIATE ProBLEMs Facing U.S. IN NATO

1. The Nature of the December 15 Meeting and the Problems it
Raises.

The December 15 meeting of the North Atlantic Council is the
first Ministerial meeting scheduled since the NATO reorganization
agreed upon at Lisbon in February 19525 If it is held, the delega-
tions of the NATO countries will be headed by their Foreign Minis-
ters, Defense Ministers and Finance or Economic Ministers, Up to
the present the agreed objective of the forthcoming meeting and its
principal item of business has been the completion of the Annual
Review, that is to say the multilateral reconciliation of military re-
quirements with realistic politico-economic capabilities.

-Despite strenuous efforts on the part of the United States, com-
mencing as long ago as April last, the Annual Review has pro-
gressed slowly and there is now a very serious question whether
even the most limited objectives of the Review can be accomplished
at the December 15 meeting. These limited objectives are (1) agree-
ment on firm force goals for calendar 1953, including maintenance
thereof, and (2) some indication, however sketchy, of provisional
1954 goals. Agreement on the former is obviously necessary at the
earliest possible moment because 1953 is almost upon us and Gov-
ernment programs, including United States aid programs, must be
established in order to place contracts and determine shipments of
equipment. The latter is most desirable from the U.S. viewpoint in
order to provide a sound basis for the request to Congress for fiscal

2 The reference paper has not been found.

¢ Source text indicates J. Graham Parsons as drafting officer.

*For documentation on the Ninth Session of the North Atlantic Council at
Lisbon, Feb. 20-25, 1952, see vol. v, Part 1, pp. 107 ff.
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’54 appropriations for defense support, end-item assistance and off-
shore procurement for the NATO effort. ;

A recent telegram from our NATO Representatives in Paris re-
ported a meeting of the Annual Review Committee which broke up
early in the morning of November 11 after hours of wrangling over
a proposal by the International Staff which proposed that at the
December 15 meeting there should be only an interim report on
1953 force goals. Analyzing the situation, Ambassador Merchant re-
ported:

“It is my considered opinion that given extent of active and pas-
sive resistance in other delegations and the lack of leadership in
the International Staff, we cannot now achieve for consideration by
the Ministers December 15th [meeting] an Annual Review report
containing anything resembling firm force goals for 1953.”

Mr. Merchant’s analysis and its conclusions were concurred in by
senior staff officers from Washington who have been in Paris the
last several weeks for the critical stages of the Annual Review
process. As a consequence of these recent developments, we are
probably faced with the alternatives of a December 15 meeting at
which little can be done on the Annual Review, or no meeting at
all until the earliest feasible date in 1953. The Chairman of the
North Atlantic Council, namely Mr. Kraft, Foreign Minister of.
Denmark, has called a meeting in New York for November 14 of
those NATO Foreign Ministers who are currently there for the
~ General Assembly. Out of this meeting should come the answer as
to whether there is to be a December 15 meeting or not. '

2. What Could be Accomplished at Such a Meeting?

The current position of the United States is that if the other
NATO countries desire a December 15 meeting we will acquiesce.
However, it is not at all clear as to which Cabinet ministers from
the United States would be in attendance and this depends upon
what kind of meeting the Ministers in New York agree to hold.
The United States successfully resisted efforts to hold a Ministerial
meeting in late September or October on the grounds that during
the election campaign there were obvious difficulties which would
have made it impracticable for the United States to participate. We
therefore strongly supported the December 15 date for a meeting
primarily focused on the relatively limited objectives related to
1953, for most of which financial provision has already been made
in the fiscal 1953 budget. In taking this position, we recognized also
that it would be difficult for a new Administration to take responsi-
bility for a Ministerial meeting early in the new year. :
~ Throughout the fall the United States has at all times been insis-
tent on the necessity for establishing firm goals for ’53 at the De-
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cember 15 meeting. This pressure has been carried to the point
where Ambassador Merchant has now been obliged to report that
it is being increasingly resented. More generally also, our position
must take account of general European attitudes which in recent
months have been less favorable to the United States for a variety
of reasons such as (1) the increasing unpopularity of an expensive
rearmament program at a time when the Soviet threat, in Europe-
an eyes at least, seems less acute, (2) the stationary or declining
standard of living of certain major classes in Europe as contrasted
with continued advances here, (3) European worries that the
United States is preparing more to win a war against the USSR
than to prevent a war, (4) resentment of legislative conditions at-
tached to U.S. aid, (5) growing dissatisfaction with continued de-
pendence on the United States, and (6) irritations at the multiplic-
ity of U.S. officials—civilian and military—in Europe.

Under these circumstances, if, as seems probable, the other
NATO partners desire to go through with the December 15 meet-
ing, we shall probably have to make the best of it. Apart from rou-
tine business, of which there is a fair amount, such a meeting
might be made to serve a useful purpose in connection with several
other problems. Even if there can be no agreement on ’53 force
goals, the attention given to the 1953 buildup could be made to
demonstrate once more the necessity of obtaining German rearma-
ment at the earliest possible moment. As this can only be achieved
following ratification of the EDC Treaty, and as France has been
reluctant to face up to ratification, the meeting would serve to
bring indirect pressure upon the French. Furthermore, to the
degree that such pressure is effective, it would serve to promote the
policy of European integration which has such strong bipartisan
support in the United States.

Also, even though it may be decided that no decisions can be
taken on the Annual Review, it should still be possible for Minis-
ters to give a strong impetus in December to the AR process. One
of the main difficulties being faced, on the basis of the country sub-
missions thus far, is how to get the European countries to reduce
their proposed force plans, which apart from those of the U.K. are
generally unrealistic in terms of standards by which readiness of
forces is measured, support requirements for troops and reserves of
equipment. ' v RN
~ Apart from the foregoing, there would be approved by the Minis-
ters at Paris a new NATO study of Soviet foreign policy, which
should help in laying the basis for the continued NATO effort.
There will also be ready for approval a new “Strategic Guidance”
prepared by the Standing Group which would aid in bringing up to
date common NATO planning. ' :
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While it is being argued whether a meeting without substantial
accomplishment on the Annual Review would provoke a better or
worse public reaction than a cancellation of the NATO meeting,
the preponderant view at the moment is that the loss of momen-
tum, sense of failure and public disillusionment would be worse in
the event of an outright cancellation of the meeting. This is all the
more true if it can be established in advance that, as contemplated
by the Lisbon meeting, NATO Ministers’ meetings do not necessar-
ily have to lead to spectacular achievement each time but should
rather be accepted as normal periodic meetings of the nations of
the Atlantic Community to discuss their common problems.

2. When Should There Be a Second Meeting?

It is obvious from what has been written above that the date and
nature of the next meeting will be greatly influenced by the events
of the next several days. If, as seems almost certain, there can be
no agreement on firm force goals for ’53 at the December 15 meet-
ing, it will be necessary to hold a second meeting for this purpose
at the earliest date which is practicable for the new Administra-
tion. The first of March would be in that event a most desirable
target both from the standpoint of U.S. budgetary submissions to
Congress and from the standpoint of the firming up of the 1953
effort of our other NATO partners.

Apart from the early 1953 meeting required to conclude the
Annual Review, there will be need for at least one other meeting
which might take place during the fall. This meeting would con-
clude the Annual Review for 1953. In connection with this, it has
for long been contemplated that 1953 would be a year of general
reassessment of the progress of the coalition, and of the composi-
tion and size of future NATO forces. At the present time studies
are in progress at SHAPE to determine the effect .of new weapons
and new tactics for their use upon future military requirements.
This study, which is awaited eagerly by our NATO partners in
hopes that it may ease their burdens, should be ready by next
summer. At the moment, it has been generally realized that the ef-
fects of new weapons development are not likely to affect the
NATO buildup materially before 1956 at the earliest and would
begin to show a substantial effect only later. With NATO forces
still inadequate, the limited degree of additional buildup which can
be achieved in 1953 and 1954 will be required in any event. ‘

The autumn-1953 meeting would also have to face up to another
major policy problem arising from the fact that we have now
reached the point in building up modern forces where maintenance
and replacement becomes an important and costly problem. Much
of the modern equipment has heen provided or financed by the
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- United States, and the incidence of replacement costs will become
a pressing question next year. This in turn is related to considera-
tion of whether the present forms of aid Programs are to. continue,
or whether the continuing dollar gap in Europe and inadequate
productivity there is to be combatted by other means, including the
adoption of new United States economic policies. This meeting too
will be awaited by the Europeans with particular concern as pro- ,
viding one of the first indications of the considered attitude of the
new Administration towards the problems of Europe and the con-
tinued association of the United States with Europe for mutual se-
curity purposes. In fact, it is quite possible that because of this con-
sideration the other NATO countries will press for an earlier inter-
im meeting in the late spring to review progress, deal with political
and economic questions and pave the way for the completion in the
autumn of the 1953 Annual Review.

PPS files, lot 64 D 563, *Administrative Transition”

Paper Prepared by Charles Burton Marshall and John H. Ferguson
‘of the Policy Planning Staff!

TOP SECRET [WasHINGTON,] November 14, 1952.

SUGGESTED OuTLINE FOR WHITE HousE CONFERENCE WITH THE

PRESIDENT-DESIGNATE '

1. The President and General Eisenhower Alone

The President might begin by setting forth his general reasons
for suggesting the meeting: :

Under our Constitutional System we have the -periodic problem
of a break in continuity of political ‘authorit%; and the continuing
nature of the foreign policy problems which the Government faces,

The Constitution leaves the power and obligations of the presi-
dential office on the out-going President until the inauguration of
his successor. It does not permit the President to turn his powers
over to another until he leaves office.

Any President-elect feels reluctant to be fastened with any of the
political responsibilities of the office before taking on the legal
powers as well.

In reviewing the experience with the problems of changing over
Administrations, running back to 1796-97, it is clear that the pat-

! A notation on the source text reads: “Copies given to [Special Presidential Assist-
ant Charles S.] Murphy at Wrhite] H[ouse]”. Attached to another copy of this paper
were several background papers on the specific topics of Korea, Iran, South Africa,
and the allocation of national resources (NSC 135). (Truman Library, PSF-General
file) The background papers appear to be restatements of the undated paper pre-
pared in the Department of State for the Secretary’s use in briefing President-elect
Eisenhower, p. 6. :
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tern has varied with the attitude of the men concerned and with
the prevailing situation in domestic and foreign politics.
This time there are particular differences from past experience.
One of these differences results from the recent 21st Amendment
which:

Shortens the time for the old Administration to wind up its
affairs and the new Administration to get ready,

Eliminates the short-session of the Congress as an opportuni-
ty for a retiring Administration to wind up its legislative pro-
gram, :

Eliminates the nine-month lag between the arrival of a new

~ Administration and the convening of the new Congress.

The second and principal difference arises from the world situa-
tion—the scope and the urgency of the problems in foreign affairs.
This last makes this meeting necessary. The President then might
emphasize these points: :

This Administration does not expect the new Administration to
take on responsibilities prematurely.

On some emerging issues giving other nations assurance of the
continuity of our policy might prove essential to success in our un-
* dertakings. In such cases it would obviously be good to have the
concurrence of the new Administration. This, however, is some-
thing beyond the power of the present Administration to deter-
mine. In any such instance it would welcome concurrence but it
would not press for it. It is realized that this is a matter on which
the next President must make up his own mind.

The President might then say that he has invited the Secretaries
of State, Defense and Treasury to join him and the General, but
before they do so he would like to mention the subject of atomic
energy. 4 o

The President may wish to explain to the President-elect that
atomic energy matters? requiring his decision are referred in the
first instance to a Special Committee of the National Security
Council (the Secretaries of State and Defense and the Chairman of
the Atomic Energy Commission) for consideration and appropriate
recommendation to him. Among the problems which will require
attention in the coming months is the complex of relations with
" the United Kingdom and Canada and the several raw material sup-
plying countries, in the field of atomic energy. On the military side
there is the specific question whether, and in what way, military
information concerning atomic weapons should be shared with the
NATO countries. v

The President could then say that the Chairman of the Atomic
Energy Commission will arrange at a later date to brief the Presi-

2 For documentation on atomic energy matters, see volume II.
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dent-elect on the status of the United States atomic energy pro-
gram. '

2. The Larger Meeting

The President might open the larger meeting by stating briefly
the purposes for this meeting: o

The first purpose is to establish the framework for full under-
standing of our problems and our purposes in the interim until
January 20 so as to avoid needless differences between the Admin-
istration and its successor and thus—

a. To show the world national unity in foreign policy as far as
politically possible. . ‘

b. To maintain undiminished respect abroad for the power and
influence of the United States as a nation.

c. To sustain confidence of allies and friends in the continuity of
essential elements of our foreign policy in so far as it is possible
and proper to do so. v

d. To avoid special opportunities for the Kremlin to divide the
United States and its allies and friends. ,

e. To deter the Kremlin from precipitating crises on the basis of
Smisestimataes of the unity and strength of purpose of the United

tates. S

The second purpose is to do what can be done by this Adminis-
tration in the interim to facilitate the initial work of the succeed-
ing Administration by—

a. Giving opportunity to get the intimate perspective on the con-
tinuing and delicate aspects of our foreign relations.

b. Informing the President-elect and his principal subordinates .
with the developments in pertinent fields between now and the
time for taking over. ‘

The President might next make clear the following:

General Eisenhower’s responsiveness in selecting Mr. Joseph M.
Dodge and Senator Lodge to perform liaison functions with this Ad-
ministration is welcome. - :

The Administration trusts that the liaison thus established on
the most critical aspects of national policy can be continued and
developed as progress is made in selecting the new Cabinet and
other principal subordinates. ‘

The Administration wants to do all it can to make this liaison
helpful to the incoming Administration—to fill in the background
on current problems, to make facilities available for informing the
new Administration in advance on matters on which it may desire
information in relation to the continuing problems—and at the
ﬁe time to avoid bogging down the liaison with an excess of de-

S. S '

This Administration will not so use the liaison function as to at-

tempt to commit or even to sway the views of the incoming Admin-
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istration. The attempt will be made to interpret the problems as we
see them—Dbut for information, not for persuasion. : ,

The President might first take up the Korean situation, especial-
ly the armistice impasse, as the first of the topics on which status
reports are appropriate at this time. The President might well em-
phasize that the Korean problem in particular, in regard to the
prisoner repatriation issue, is one in which the prospect that the
next Administration will uphold the stand taken by the present
Administration has a direct bearing on the effectiveness of our po-
sition.

The Secretary of State might then review the Korean situation.

The President might then turn to the following topics in turn,
calling on the Secretary of State or other appropriate subordinates
for presentation of the details:

The problem of working out agreement between Iran and the
United Kingdom so as to prevent an undermining of the Iranian
%cr)sition and thus to avoid a strategic defeat of the interests of the

est.

The issues regarding the political status of Tunisia and Morocco
and regarding tension in South Africa, especially the United Na-
tions aspects. :

Relations within NATO, especially the timing of the next meet-
ing of the Council. '

tatus of proposed European Defense Community.
Ngéolg;gss on the assessment of future security requirements—

The President might then ask General Eisenhower for his views
and suggestions regarding liaison between the present and the ap-
proaching Administrations.®

30n Nov. 17, Under Secretary Bruce discussed with President Truman the issu-
ance of some sort of statement following the meeting with Eisenhower. Truman in-
dicated that while he had favored a White House press release “he would consider
and probably adopt” Bruce’s suggestion of a joint communiqué. (Secretary’s Memo-
randa of Conversation, lot 65 D 238, “Memcons with the President””) On Nov. 18, the
day of the Truman-Eisenhower meeting, Secretary of Defense Lovett submitted a
15-page paper to the President “setting out . . . a series of notes on a variety of sub-
jects in which the Office of the Secretary of Defense has or should have special con-
cern.” (Truman Library, Truman papers, PSF-Subject file)
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Truman Library, PSF-General file

Memorandum by the Secretary of State of a Meeting at the White
House Between the President and General Eisenhower?

SECRET [WasHINGTON,] November 18, 1952.

Present:  President Truman, accompanied by Secretary
Acheson, Secretary Lovett, Secretary Snyder, Mr.
Harriman, Director of Mutual Security Agency.

General Eisenhower, accompanied by Senator Cabot
Lodge; Mr. Joseph M. Dodge. ' S

The President opened the meeting with the following statement:

“1. I have invited you gentlemen to meet with me here to estab-
lish the framework for full understanding of our problems and our
purposes in the interim until January 20th. ‘ ‘

“2. So far as our relations with other countries are concerned, I
think it is important during this period to avoid needless differ-
ences between this Administration and its successor for several
reasons.

“a) It will show the world national unity in foreign policy as
far as politically possible.

“b) It will help to maintain respect abroad for the power and
influence of the United States, and to sustain the confidence of
our allies and friends in our foreign policy.

“c) It will help to check the Kremlin’s efforts to divide the
United States from its allies and friends, and it may help to

"keep the Kremlin from creating a crisis in the mistaken notion
that we are divided or wavering in our purpocse to preserve the
unity of the free world. '

! The source text indicates the meeting began in the Cabinet Room at 2 p-m. The -
source text is attached to a memorandum from W. J. McWilliams, Director of the
Executive Secretariat, to Special Assistant Charles Murphy which reads: “There are
enclosed two copies of a memorandum prepared by Secretary Acheson of the meet-
ing held in the White House on November 18 between President Truman and Gen-
eral Eisenhower. The President requested Mr. Acheson to prepare this memoran-
dum for the President’s record. The President’s statement quoted on pages one and
two has been conformed with the copy you sent me last night.” ~

Department of State and Truman Library files indicate that President Truman
asked at least two members of his administration to take notes at this meeting, Sec-
retary Acheson and Director for Mutual Security Averell Harriman. Copies of the
Acheson. notes are in Department of State file 611.00/11-1852 and Secretary’s Let-
ters, lot 56 D 459, “Korea” and “Iran” No copy of the Harriman “Notes” of the
meeting, which differ somewhat in both emphasis and particulars from those taken
by Acheson printed here, have been found outside of the ‘Truman Library.

The principals have all recorded their impressions of this meeting: Acheson in
Present at the Creation (New York, 1969), p. 702; Eisenhower in Mandate for
Change, p. 85; and Truman in Years of Trial and Hope (Garden City, N.Y., 1956), pp.
513-521. :
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“3. Tt is also my purpose to do what can be done by this Adminis-
tration to facilitate the orderly transfer of our duties to our succes-
sors. I think that is in the best interest of the country.

“4 T want to make available to General Eisenhower and his asso-
ciates the information that will be helpful to them in taking over
the operation of the Government.

“5. Tt is not my purpose to try to shift responsibility for actions
taken by the Government between now and January twentieth. 1
am going to follow the policies I believe to be right up until that
time and I will take full responsibility for them.

“6 There are certain questions on which it might be very impor-
tant to our foreign policy for General Eisenhower to express his
views. But it is up to him to decide whether or not he will do so.

“Liaison Arrangements

“1. 1 welcome General Eisenhower’s selection of Senator Lodge
and Mr. Dodge to establish liaison with this Administration. We
will give them our full cooperation.

““9” If General Eisenhower wishes to designate additional repre-
s?ntatives from time to time, we will be glad to work with them
also. S
“3 We want to do all we can to help the incoming Administra-
tion by filling in the background on current problems and by
making available in advance information concerning the problems
you will have to deal with. s

“4. Tt is not our purpose or intention to attempt to commit or
bind the incoming Administration.

“5. All we are doing is trying to make a common-sense approach
to the situation.”

The President also stated that he and General Eisenhower had
had a private conversation before coming into the Cabinet Room.

General Eisenhower asked whether the President would give him
memoranda of these conversations. The President replied that he
would.2 He also handed to General Eisenhower the attached memo-
randum from the Secretary of the Treasury to the President.’

The President said that there were some pressing matters which

" he thought it was important for General Eisenhower to be in-

formed about, and which he asked Secretary Acheson to take up.
Mr. Acheson said he would speak about a number of pressing
matters where action was called for each day which would have
important effects in the weeks and months following January 20,
1953. He would not speak about all such matters, but pick out the
most important, in part for the information which the statement
would contain, and also as illustrations of the necessity for expand-

2 No memorandum of the private conversation between President Truman and
President-elect Eisenhower has been found in the Department of State files or the
Truman Library. However, Truman describes this 20-minute session in Years of
Trial and Hope, pp. 514-515.

s Attachment 1 below.
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ing the liaison between the Administrations already provided. He
hoped that his remarks would underline the importance of having
an increasing number of officers who would exercise responsibility
after January 20 attached by the new Administration to the var-
ious Departments, so that they might be familiar with the develop-
ing situations for which they would have responsibility very soon.
He said that, as the President had pointed out, this did not involve
the assumption of responsibility, since these officers might or
might not express any views on current matters. However, they
would be informed about them and would have the opportunity to
express any views which the new Administration wished to ex-
press. ‘ ‘

1. Korea. A most serious situation was developing in New York.
The debate with Vishinsky had ended in a very general acceptance
of the idea that force should not be used to make prisoners return.
Even Vishinsky was not willing to espouse the opposite principle.
The course taken by the neutralist nations—India and Indonesia,
~etc.—was to circumvent this principle. In this they were strongly
supported by the Canadians and British, and now had the support
of the French and some others. The method of circumvention was
very simple. The prisoners were to be turned over to a Commission. -
The Commission was not to use force on the prisoners, but the
Commission was to repatriate the prisoners, and these men were to
remain prisoners until repatriated. If the prisoners were not repa-
triated in three months they were to be turned over to a Political
Conference which would undoubtedly continue the same process.
The attempt here was to accept the words of the principle and still
keep the result desired by the Communists—that is, the repatri-
ation of the prisoners. The prisoners had no exit from captivity
under the Commission except to be repatriated.

Certain clear results would flow from such a proposal if it were
adopted. In the first place, we would obviously in the view of the
entire world have repudiated our own principle. The circumvention
was clear and obvious to all. In the second place, we would un-
doubtedly be called upon to use force against the prisoners to turn
them over to a Commission, which, although it did not use force,
would keep them in captivity until they returned home. In the
third place, we would have a most precarious armistice, with the
possibility of grave trouble arising in the prison camps. The Army
would be deprived of all observation over enemy lines, of power to
break up concentrations and to work over supply lines, and it
would be unable properly to deploy the forces in the Command.
The Communists would be free to rehabilitate air fields in North
Korea. At any moment we might be charged with violating the ar-
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mistice because the proposal regarding the prisoners was unclear
and unworkable and almost certain to lead to misunderstandings.

Therefore, the situation in New York called for the most energet-
ic action on the United States side to defeat or alter this attempted
circumvention of the principle. This involved keeping aligned with
us the British, French, and others. There was obviously a show-
down coming. The attitude of the President and his Cabinet advis-
ers was clear upon it. Therefore, if there were to be yielding, it
could only be by those who were attempting to put through this
new idea. ‘

The debate would begin tomorrow, Wednesday. Voting on propos-
als might come as early as Saturday, but more probably next week.
Any statement on this matter, supporting the view held by this
Government, by General Eisenhower would be of the greatest possi-
ble assistance. The Secretary had prepared the sort of statement
which would provide this assistance, and he handed it to Senator
Lodge. (See attached statement)* ,

The Secretary also stated that he had informed the British, Ca-
nadians, and French that any division between them and us on this
essential matter would have the gravest consequences here in the
United States, through disillusionment regarding collective secu-
rity. The consequences would not be confined to Korea, but would
also have implications in NATO and other arrangements of the
same sort. : :

9. Iran. Another situation had developed to a critical point. This
was the dispute between Iran and the United Kingdom over oil. We
had been trying for a year and a half to find a fair solution which
would provide compensation for the British and allow oil to flow
from Iran and funds to come to Iran. Both parties had been wholly
unreasonable, but in different senses of the word. The Iranians
were unreasonable in that they were not activated by reason but
by emotion. The British were unreasonable in not seeming to un-
derstand this. They thought that by putting economic pressure on
Iranians they would act as reasonable people might under the
same circumstances. The result had been the opposite. The Iran-
ijans were more concerned with freeing the oil from British control
than they were in the economic benefits which might come to them
from the oil industry. This had already led to economic difficulties,
to very grave disintegration both within the Iranian Government
and within the Iranian social structure, and to a political break
with the British, who had been expelled from Iran.

We were informed by our Ambassador that if the Iranians man-
aged their affairs reasonably they might survive for as long as a

s Attachment 2 below.
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year without selling oil and without major external help. However,
they would not act reasonably in this situation. They would act
emotionally, perhaps in stages break altogether their relations
with the United States, discharge large numbers of public employ-
ees, who would add to the unrest of that country, and in a very
short time bring the country to a state of chaos. .

We were deeply disturbed at this prospect. The British seemed
more concerned about the consequences of a settlement which dif-
fered from their desires because of the effects on British invest-
ments in other parts of the world. This had led to a fundamental
difference of view. Although we had been working with the British
for months, it seemed unlikely to us that persuasion would result
in any workable solution in time.

The Secretary said that we were also going forward under the
President’s authority to consider what the United States alone
might do to solve this problem. It seemed unlikely to us, however,
that it ever could be solved in the face of determined British oppo-
sition. Without going into detail, the reason for this conclusion was
‘that Iran could only sell its oil in volume in markets which would
bring American distributors into violent competition and conflict
with British distributors. Therefore, some degree of British cooper-
ation was necessary. It seemed to him likely—although here he
was speculating—that this could only be done by a series of steps
in which American unilateral action was started and became ap-
parent. Thereupon some degree of British cooperation might be
. stimulated. He thought we would probably have to proceed by jerks
in this way, with some periods of considerable bitterness.

It seemed to Secretary Acheson most important that the new Ad-
ministration should be closely in touch with this situation, because
considerable difficulties were likely to arise from it. '

3. European Defense. Here there were two problems of immediate
and critical importance to the new Administration.

The first was the meeting of the North Atlantic Council on De-
~cember 15. The other nations demanded it. It was not possible to
make any great progress at this meeting, because the material was
~ not in usable shape. Countries had submitted military programs for
1953 which far exceeded their stated economic capacity. There
could be only preliminary discussion of this matter.

It would be necessary to have another and more definitive meet-
ing at an early date. The European countries have asked for Febru-
ary 15. The latest date which seemed workable was March 1.
Therefore, the new Administration must be prepared to act
promptly and with full information soon after it comes into office.
We had attempted to postpone the date as long as possible, but any
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substantial postponement would defeat effective military progress
in 1953.

The second critical matter related to the treaty with Germany
and the European Defense Community treaty.®

Until the recent outburst in France, we had hoped that these
‘treaties would be ratified toward the end of 1952 or at the latest in
January or February of 1953. The attack on the treaties in France
had caused us worry, but we still had thought that the difficulties
might be surmounted with a little more delay. Today, however, a
most disturbing action occurred. As a result of a press conference
statement by Mr. Schuman, the Adenauer Government had been
defeated on a motion to take up the treaties on November 26. No
date was now set, and it was too early to estimate the full extent of
this action. It did seem probable, however, that we were now in a
position where there was jockeying between France and Germany
as to who should act first, with nobody being prepared to act until
the new Administration came in. This was not only serious in
regard to the defense aspects of the situation, but we might count
on a very strong German reaction against continuing the occupa-
tion and postponing the practical implementation of the treaty
with Germany. Therefore, we had a real crisis in Western Europe-
an collaboration.

4. Southeast Asia. We had been concerned for a long time about
the course of action in Indochina. There was a strong body of opin-
ion in France which regarded this as a lost cause that was bleeding
France both financially and by undermining the possibility of
French-German equality in European defense.

There had been a noticeable lack of French aggressive attitude
from a military point of view in Indochina. The central problem in
Indochina was the fence-sitting by the population. They would
never come down on one side or another until they had a reason-
able assurance of who would be the victor and that their interests
would be served by the victor. ,

We were helping France to the extent of carrying between one-
‘third and one-half of the financial burden of the Indochinese war.
We had had military discussions between the five powers—the
United States, United Kingdom, France, Australia, and New Zea-
land—which had not been effective in devising agreed military so-
lutions against the contingency of overt Chinese intervention in
Indochinia. The French now sought political discussions to carry the
matter forward.

s For documentation on U.S. participation in discussions on the establishment of
contractual relations with the Federal Republic of Germany, see volume vi; for
documentation on the European Defense Community, see vol. v, Part 1, pp. 571 ff.
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This was an urgent matter upon which the new Administration
must be prepared to act. : »

All of the foregoing problems were involved in the survey which
the President had ordered made of the use of our resources in for-
eign aid. Mr. Joseph Dodge indicated that he was familiar with this
survey. Mr. Acheson stated that it involved a study of the proper
assignment of resources to foreign aid as against domestic re-arma-
ment, of allocations between military and economic assistance, of
allocations between areas. ' ‘

The growing unrest throughout North Africa and the Middle
East raised questions as to whether we had put proper amounts of
our resources to work in those areas.

We hoped this study would be pushed to conclusion before Janu-
ary 20. It was essential for the new Administration to be familiar
with it, since it involved the entire foreign program. :

5. The last item was the matter of United States foreign econom-
ic policy. This did not relate solely to appropriations for foreign
aid, but more importantly to our economic and financial policy.

It seemed to us clear that the economic underpinning of the
Western alliance was too flimsy for safety. The slightest diminu-
tion of American aid or American defense spending might produce
economic consequences which might seriously weaken the coun-
tries most closely associated with us. We had been conducting stud-
ies in this field. A British Commonwealth Conference would meet
next week, which would come forward with very far-reaching pro-
posals involving American participation.

It was essential that early in 1953 the United States Government
should have carefully reviewed its foreign economic policy and be
able to come forward with one which gave some chance of stability
to the Western world, and particularly to our major allies. If that
were not done, it seemed to Mr. Acheson that a very large part of
the foundations for a successful United States foreign policy might
be undermined. ' ,

General Eisenhower said that he would like a memorandum of
what the Secretary of State had said. He would give it careful
study. He would also give careful study to the suggested statement
on Korea. He recognized the seriousness and critical nature of the
.matters discussed.

General Eisenhower said that he was preparing immediately on
the conclusion of this meeting to go with Secretary Lovett, to meet
the Joint Chiefs of Staff for a military briefing. In view of this,
both he and Mr. Lovett thought that it was unnecessary to discuss
any military matters. ‘ ,

Mr. Harriman said that he would not go into MSA matters, be-
cause Mr. Dodge and others would be familiar with them through
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their budget work. However, ‘he strongly recommended that at an
early date someone be specifically designated to have liaison with
MSA. General Eisenhower agreed that this should be done.

General Eisenhower also said that he had an appointment to see
Mr. Eden in New York on Thursday and that, prior to seeing him,
he would carefully consider what Secretary Acheson had said re-
garding Korea. . ‘

The President and General Eisenhower then went over a draft
joint statement which had been prepared and with two changes
adopted it. (Attached)® ‘

The meeting concluded at 3:15 p.m.

[Attachment 1]

Memorandum for the President by the Secretary of the Treasury
(Snyder)”

, W ASHINGTON, undated.

In the Treasury Department there is a wide range of matters re-
lating to the financing of the Government and to the international
position of the United States which will confront the new Adminis-
tration in the early part of 1953. The matters involved include (1)
the financial aspects of United States transactions throughout the
world, (2) the formulation of a tax policy to recommend to the Con-
gress, and (3) the management of the public debt. ,

1. International Finance.—In the international field, the Treas-
ury is responsible for the coordination of basic financial policies, in-
cluding those relating to the aid programs administered by State,
Defense, and the Mutual Security Agency. The broad political and
' strategic aspects of foreign policy and national security are to be
‘presented by the State and Defense Departments. Financial aspects
of these subjects can be presented to the new President’s financial
advisers by the Treasury Department at a later time. An important
concern of the Treasury is the relationship of international and do-
mestic financial policies, including the impact of the foreign aid
programs on taxes and public debt management. Moreover, the
Treasury is responsible for the maintenance of the value of the
dollar abroad, the operation of our gold bullion monetary standard,
cooperation with other countries in foreign exchange policy, and
the administration of controls embargoing financial transactions
with Communist China. The Treasury is also concerned with the

¢ Attachment 3 below.
7 Identity of the drafting officer(s) is not indicated on the source text.
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coordination of lending activities of the International Bank and the
Export-Import Bank with the grant programs of foreign assistance.
In addition to his role as chief financial officer of the Government,
the Secretary has special responsibility in foreign financial policy
as Chairman of the National Advisory Council on International
Monetary and Financial Problems, through his membership on the
Council of the North Atlantic Treaty Organization, and through
appointment as Governor of the International Bank and of the In-
ternational Monetary Fund.

2. Taxation.—In the tax field, the immediate problem will relate
to a number of defense tax increases, including the excess profits
tax, which are due to expire between June 30, 1953, and March 31,
1954. The new Administration will have to formulate a tax pro-
gram for recommendation to the Congress to meet this situation.
The importance of the problem is indicated by the fact that the
Government is operating at a deficit and the scheduled tax expira-
tion would reduce revenues by about $2 billion in the fiscal year
1954 and by about $8 billion a year when the reductions reach
their full revenue effect. ' :

3. Debt Management.—In the field of debt management, there is
a $267 billion national debt created largely as a result of World
War II. Some of this debt will require refunding during 1953. There
will be new money to raise to finance the Government deficit, if
there is one in the calendar year 1953, and to provide for seasonal
cash requirements during periods in which expenditures temporar-
ily exceed receipts. There will also be problems relating to the sales
of savings bonds to individuals. It is imperative that the savings
bond program, which is a nation-wide campaign of thrift, be contin-
ued and extended. There is also the consideration of appropriate se-
curities for various other investment classes. ‘ :

Technical materials relating to all of these problems are availa-
ble at the Treasury and can be presented to the new President’s
financial advisers at any time. These advisers may wish to receive
" also the briefing given the Treasury’s advisory committees of bank-
ers who consult with the Treasury regularly on current financing
and debt management problems. '
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[Attachment 2]

Proposed Statement on Korea Prepared by the Secretary of State for
the Meeting Between the President and President-elect Eisenhow-
er, November 18, 1952 :

WASHINGTON, undated.

The American people earnestly want peace in Korea. They insist,
however, on an honorable armistice. The armistice should be a
clean and clear armistice which settles all the military problems
and leaves nothing to chance or misconstruction.

Our prisoners of war in communist hands must be promptly re-
turned. Communist prisoners of war in our hands should be al-
lowed to go home. But it is clear to me that those who violently
resist return to the communists cannot be driven back.  They
cannot be held in indefinite captivity. They must be released as
free men. v : .

I hope that the General Assembly of the United Nations will
take a firm stand on these matters. :

[Attachment 3]

Joint Statement Issued by the President and President-elect Eisen-
hower at the Close of Their Meeting at the White House, Novem-
ber 18, 1952 : . ‘ }

President Truman and General Eisenhower met today at the
White House. After conferring together by themselves, they met
with the Secretaries of State, Defense and Treasury, the Director of
Mutual Security, and General Eisenhower’s associates, Senator
Lodge and Mr. Dodge. ~

At the end of the talks, the President and General Eisenhower

issued the following statement:

“We have discussed some of the most important problems affect-
ing our country in the sphere of international relations. Informa-
tion with respect to these problems has been made available to
General Eisenhower. i

“Under our Constitution the President must exercise his func-
tions until he leaves office, and his successor cannot be ‘asked to
share or assume the responsibilities of the Presidency until he
takes office. .

“We have worked out a framework for liaison and exchange of
information between the present Administration and the incoming
Administration, but we have made no arrangements which are in-
consistent with the full spirit of our Constitution. General Eisen-
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hower has not been asked to assume any of the responsibilities of
the Presidency until he takes the oath of office.

“We believe, however, that the arrangements we have made for
cooperation will be of great value to the stability of our country
and to the favorable progress of international affairs,

“We are confident that this meeting and that the arrangements
we have made today for liaison and cooperation between the
present Administration and the new Administration furnish addi-
tional proof of the ability of the people of this country to manage
their affairs with a sense of continuity and with responsibility.”

Truman Library, Acheson papers

Memorandum of Conversation, by the Secretary of State

CONFIDENTIAL . WasHINGTON, December 24, 1952.
MemORANDUM OF CONVERSATION WiTH MER. JoHN FOSTER DULLES

I telephoned Mr. John Foster Dulles on the afternoon of Decem-
ber 19 after my return from Paris, telling him that I thought it
would be desirable for me to give him a full report of my talks in
Paris with the Foreign Ministers both in and out of NATO meeting
and of my impressions of the situations in both Germany and
France and of the present status of the ratification of EDC. I made
this call at the suggestion of Mr. Bruce, with whom Mr. Dulles had
discussed the proposal for the early appointment of a High Com-
missioner to Germany. Apparently he had in mind the possibility
of appointing Mr. Robert Murphy. :

Mr. Dulles mentioned to me over the telephone that he would
like to hear what I had to say before making an appointment and
asked whether in the light of my discussions in Paris I would think
the man referred to above would be a good appointment. I said that
he was an excellent man, was doing an extremely good job where
he was, was badly needed there, and I thought would not be so ef-
fective in Germany because of the great importance of German-
French relations and in view of the perhaps unfounded view in
Paris that Mr. Murphy was not sympathetic with the French. Mr.
Dulles said that he would be returning to Washington the follow-
ing Wednesday; that no decision was contemplated immediately;
and that he would discuss the matter further with me then.

Mr. Dulles accordingly called upon me at the State Department
on Wednesday December 24. I showed him my report of my conver-
sation with Monnet; told him of the reports made to me by Reber
and Debevoise and of the Chancellor’s conviction that despite his

* Acheson had attended the Tenth Session of the North Atlantic Council held Dec.
15-18, 1952. Regarding this meeting, see the editorial note in vol. v, Part.1, p- 348.
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troubles he would successfully surmount the court issue and would
have the agreements ratified by the Bundestag in January and by
the Bundesrat in February.? I reported to him also my conversation
with Pleven and Schuman regarding action by the French Cham-
ber following German ratification. I told him of the Chancellor’s
desire to have a High Commissioner appointed as soon as possible,
who would be a strong man with whom he could work on intimate
terms. I also told him of the Chancellor’s desire for some expres-
sion by the new Administration of its support of EDC and that the
latter should be in the framework of European unity and not
merely as a military matter. I suggested that this might be done in
a New Year’s message from General Eisenhower to General Ridg-
way and his former comrades at SHAPE, which need not stress the
military aspects, but could point out that they were part of a larger
movement of profound historic significance. v

He said that he had been working on this and had talked with
General Eisenhower and Mr. McCloy. General Eisenhower’s belief
was that his views were so well known regarding his support for
EDC that it was unnecessary to repeat them. I stressed that repeti-
tion was most important. :

Mr. Dulles then turned to the matter of the High Commissioner.
He said that they were now considering President Conant of Har-
vard and had had some talk with him. He wished this to be kept
very secret. I told Mr. Dulles of my talks with Mr. Conant at the
“end of 1951 and of the difficulties which he then had in leaving his
present post on short notice. I did not know what his present situa-
tion was. I also said that at one time Mr. Conant had had grave
doubts about any sort of rearmament of Germany and that this
was a matter which should be carefully explored, because such an
attitude on the part of the High Commissioner at a time when the
Chancellor was in a very bitter battle might be disastrous. He said

_that he would look into this. .

I then informed Mr. Dulles of the status of the John Carter Vin-
cent matter, saying that on a review of the hearing before the
Review Board, it seemed to me that the Board was passing judg-
ment, not on Mr. Vincent’s loyalty, but on the question of his judg-
ment on the controversial issues of China policy. I thought that if
the loyalty program got into this field, it would destroy the Foreign
Service, and I was, therefore, thinking of seeking a board composed
of an eminent judge and several people familiar with the Foreign
Service to consider the matter, advise me whether my fears were
founded and advise me further whether I should exercise the legal

2 Reference is to the ratification by the Federal Republic of Germany of the Con-
tractual Agreements of 1952; for documentation, see volume vir. —
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power in accordance with the Board’s recommendation or in some
other way. _

I said that some members of the Board I had in mind, and men-
tioning them, had wondered whether they could finish their work
before January 20 and what Mr. Dulles’s attitude toward their
work would be thereafter. They did not wish to start upon a task
which he would want to discontinue. After some discussion, in
which Mr. Dulles showed an appreciation of the dangers to the For- .
eign Service, which I had suggested, he said that I might say that
he would regard the work of the Board as helpful and would be
glad to talk with any members who might wish to talk with him.
He stressed the fact that the appointment of the Board and the
whole procedure should be wholly my responsibility, and not a
Jjoint responsibility. I said that I fully appreciated this.

I then brought Mr. Dulles up to date on developments in Iran,
including our talks in London and Paris during the past week and
with developments in Egypt. ’ “ v

I mentioned to him that Senator Carl Hayden had told me that
there was a great deal of activity on the Hill regarding the so-
called Bricker amendment dealing with the treaty making power. I
said that Senator Hayden ‘had suggested that I bring this to Mr.
Dulles’s attention, as he might wish to find out from his Republi-
can colleagues whether amendment action was contemplated, since
this might be a grave embarrassment to Mr. Dulles. Mr. Dulles
made a note of the matter and said that he would look into it.

In conclusion he said that he would be in and out of Washington
and that at any time I had matters which I thought should be
brought to his attention, he would be glad to call upon me.

711.00/12-3052

Memorandum by the Deputy Assistant Secretary.of State for Near
Eastern, South Asian, and African Affairs (Jernegan) to the
Deputy Under Secretary of State (Matthews)? ' :

SECRET ‘ WasHINGTON, December 30, 1952.

Subject: Attitude of the Arab States toward the Incoming Republi-
can Administration in the United States.

Problem:

The Arab States greeted the election of General Eisenhower with
enthusiasm, as marking a probable turning point in U.S. policy
toward the Near East. They expect from the new Administratiqn a

! Drafted by Parker T. Hart, Director of the Office of Near Eastern Affairs.
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greater appreciation of the strategic importance of the area and a
recognition of the greater importance of the Arab countries rela-
tive to Israel in the strategy of Near East defense against the

~ USSR. The question is how to deal with this Arab attitude, which

presents both an opportunity and a problem to basic U.S. interests
in the Near East.

Background: v

The conviction of the Arab world that the outgoing Administra-
tion is heavily biased toward Israel was reaffirmed recently by U.S.
support of the Eight-Power Resolution at the United Nations Gen-
eral Assembly, operative paragraph 4 of which urged the Israelis
on the one side and the Arab States on the other to seek a peace
settlement by entering “‘at an early date, without prejudice to their
respective rights and claims, into direct negotiations for the estab-

" lishment of such a settlement, bearing in mind the resolutions as

well as the principal objectives of the United Nations on the Pales-
tine question, including the religious interests of third parties”
This paragraph is regarded by the Arab States as relegating previ-
ous United Nations resolutions concerning Palestine into a position
where they could be ignored, and as requiring negotiation to be on

“the basis of the de facto boundary and refugee situation in Pales-

tine. Arab bitterness on this subject during the General Assembly
debate was recently reflected in a violent press campaign against

the West in the Arab States. In addition, the Arab League is hold-

ing a threat of economic boycott over the Federal Republic of Ger-

many, effective at such time as the German Parliament ratifies the

Restitution Agreement which it signed in 1952 with Israel, and has

charged the U.S. with responsibility for this “un-neutral” docu-

ment, which they say, ignores the compensation rights of the Arab

Palestine refugees.

Discussion:

The Arab attitude towards the election of General Eisenhower
has been more clearly indicated by press reactions in the Near
East than in official statements. The press was particularly vocal
in Beirut and Baghdad, less so in Syria and Egypt where military
regimes exercise a more strict control over what is printed.

The Arabs appear to hope vaguely for a new orientation of U.S.
policy towards the Near East which will include: (1) greater empha-
sis on economic and military assistance to the Arab States as com-
pared with Israel; (2) an affirmation of U.S. determination to pre-
vent aggression by Israel against the Arab States; and (3) pressure
on Israel to implement the obligation (which she has accepted in
principle) to compensate Arab refugees, to repatriate to Israel a
substantial proportion of the Arab refugees, and to rectify her




36 FOREIGN RELATIONS, 1952-1954, VOLUME I

boundaries with the Arab States at least in rough equivalents to
the allocations of territory outlined in United Nations resolutions
which have gone unobserved by both Israel and the Arab States.

However vague and imprecise may be the feelings of the Arab
States, there is no doubt that their hopes are very high. This fact
presents both an opportunity and a risk at a time when the U.S.
Government is moving to effect a settlement of differences between
the UK. and Egypt and to establish a Middle East Defense Organi-
zation. The alternatives are three:

(1) that the present mood in the Arab States may be turned to
U.S. advantage by certain friendly gestures and actions by the in-
coming Administration; or that

(2) this wave of Arab enthusiasm, if given no encouragement,
may spend itself rapidly in such disillusionment that currently
dwindling faith in U.S. friendship for the Arab world might be
completely lost and the leadership of moderate Arab opinion,

“which favors closer ties with the U.S. and the West, would be sup-
planted by extremist opinion of an anti-Western and a neutralistic
nature; or ’

(3) that Arab enthusiasm may be over-encouraged, beyond capac-
ity to later satisfy. d

Recommendations:
It is recommended:

(1) that you call the attention of Mr. Dulles to the problem of
Arab-Israel relationships and to the declining prestige of the U.S.
throughout Arab lands which has resulted from Arab conviction
that present U.S. policy favors Israel against the vital interests of
the Arab States; : :

(2) that a special opportunity exists for the incoming Administra-
tion to capitalize on Arab hopes and expectations, without raising
the latter too high; .

(3) that in the best interests of the U.S. these hopes and expecta-
tions should not be allowed to collapse;

(4) that, accordinggr, it is suggested that the incoming Adminis-
tration consider the desirability of several initial moves designed to
convince the Arab States of (a) its deep interest and impartiality
toward all states in the Near East; (b) its determination to discour-
age aggression within as well as upon the Near East area; (c) its
desire to work steadily for peace between Israel and the Arab
States by whatever means seem best calculated to produce that
result; and (d) its determination to weld the states of the Near East
into a workable structure for defense against Soviet aggression;

() It is also suggested by NEA that the following might be con-
sidered as suitable initial moves by the new Administration de-
signed to create the desired effect: '

() a brief general statement in the President’s Inaugural
Address embodying a recognition of the importance of the
Near and Middle East area to the U.S. and to the defense of
the free world, and the friendly and impartial interest which
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the U.S. entertains towards all states of the area. An example
of the type of general statement which this Bureau believes
useful is attached. ‘ o

(b) an early reaffirmation by the new Administration, in con-
junction with the governments of the United Kingdom and
France, of the principles of the Tripartite Declaration of 1950
regarding non-aggression within the Near Eastern area. It is
hoped that this reaffirmation might strengthen the earlier lan-
guage, so as to re-emphasize that (assuming the new Adminis-
tration pursues current plans to develop a Middle East Defense
Organization) any arms aid extended to states of the Near East
are to be used only for area defense against an outside threat
and not for intra-area aggression.

(c) an early visit by Secretary Dulles himself to the Near
East to discuss with heads of states top policy problems regard-
ing U.S. relations with the Near East. It is suggested that if
Mr. Dulles finds this idea congenial, announcement of the in-
tention to make such a trip might be made as soon as feasible
after the Inauguration. The purpose of the trip would be pri-
marily to underline U.S. interest in the area by
breaking precedent.? No Secretary of State has visited the
Near East in recent years, although many visits have been
made to Europe and Latin America. The dramatic aspect of
such a visit would recall to Near Easterners General Eisen-
hower’s pre-inaugural visit to Korea and would serve to em-
phasize an awakened U.S. understanding of the rising impor-
tance of Asian peoples in the panorama of U.S. foreign rela-
tions. From a practical standpoint it would embolden moder-
ate, pro-Western leadership in the Near East at a moment
when the Soviet Union is redoubling its efforts to discredit the
US. and its Western Allies throughout the area by alliance
with extremist, anti-Western groups. ’

2 A handwritten notation on the source text at this point reads: “I have reserva-
tions as to timing. H. F{reeman] Matthews]”. :

Truman Library, White House Central files, Confidential file

Memorandum for the President by the Director of Central -
: Intelligence (Smith)

SECRET WASHINGTON, January 9, 1953.

In response to your krequest of December 31st, this Agency has
taken the following steps to assist in the orderly transition to the
incoming Administration: SR

a. By your direction I kept each of the major Presidential candi-
dates informed on international developments, along the general
lines of the briefings I regularly prepare for you. During the cam-
paign General Eisenhower and Governor Stevenson were each
briefed four times at their convenience by an Agency representa-
tive. : : ‘ '
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b. By your direction this Agency prepared a comprehensive Na-
tional Intelligence digest designed to give in summary form the
most important national intelligence on a world wide basis. This .
was keyed to the NSC policy compilation prepared by the NSC
Staff! and was given by you to General Eisenhower immediately
following the election. B :

c. Since the election I have personally briefed General Eisenhow-
er four times, and Mr. Joseph Dodge, the incoming Director of the
Budget, once. ' : '

d. To ensure the strict security precautions necessary for han-
dling highly classified information, I have established a secure
office for an Agency representative in the Commodore Hotel. This
Agency representative is continuously available to the President-
elect and to the Secretary of State designate to brief them and to
provide the intelligence digests regularly prepared by the Central
Intelligence Agency. i

e. Representatives of CIA have conferred with General Eisenhow-
er and his representatives, at their request, in connection with a
committee which General Eisenhower proposes to establish for the
purpose of reviewing the US effort in the field of “cold war” activi-
ties. These conversations have assisted in the organization of this
committee and in providing it with working facilities.

f. Various special briefings have been prepared in order that I
- may provide on request additional information for the principal

cabinet and sub-cabinet officers. ' :

WALTER B. SmitH

1See the editorial note, p. 3.

Secretary’s Letters, lot.56 D 459, “President”

Memorandum for the President, by the Secretary of State?

[WasHINGTON,] January 12, 1953.

In reply to your memorandum of December 31, 1952, requesting
a brief report on what has been done by the Department of State to
facilitate an orderly transition to the incoming Administration, I
should like to report that the following steps have been taken:
General Liaison Arrangements—Shortly after the appointment of
Senator Lodge as the general liaison officer for the new Adminis-
tration, Mr. Bruce met with Senator Lodge and informed him that
“the Department was ready to place all necessary information at his
disposal. Subsequently, there have been frequent exchanges of in-
formation between Senator Lodge and Departmental representa-
tives on general liaison problems, and I am confident that we have
made every effort to make his liaison task an easy one.

! Drafted by Christopher Van Hollen of S/S on Jan. 9. A notation on the source
text indicates this memorandum was sent to the White House on Jan. 12.
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Mr. Dulles—Upon the designation of Mr. Dulles as the Secretary
of State in the new Administration, I wrote to Mr. Dulles assuring
him that all of us in the Department of State stood ready to help
him in any way that we could to assure the smoothest possible
transition. Accordingly, Mr. Dulles was provided with an office in
the Department and all Departmental officials were placed at his
disposal for consultation and assistance. I have had two meetings
with the Secretary-designate at which we discussed Departmental
administrative questions and some of the more critical foreign
problems facing the country. Mr. Dulles has met Under Secretary
Bruce on several occasions to discuss administrative and top level
personnel problems and has also consulted the Director of the Ex-
ecutive Secretariat about the organization and operation of the
Office of the Secretary. The two Deputy Under Secretaries, the
three Assistant Secretaries responsible for European, Far Eastern,
and United Nations Affairs, and the Director of the Bureau of
German Affairs have talked with Mr. Dulles. At his request, he has
received the advice of these and other Departmental officials on
such specific questions as the loyalty of United States citizens em-
ployed by the United Nations Secretariat, Stalin’s reply to the
Reston question, the New Year’s message from General Eisenhow-
er to General Ridgway, et cetera.? In addition, Mr. Dulles has ob-
tained oral briefings from United States Ambassadors to France,
Iran, and Pakistan who were back in the Department for consulta-
tion and who, therefore, were available to explain the latest devel-
_opments in their respective countries.

Other Appointees—In my letter to Mr. Dulles I also told him that
when the new top Departmental officials had been named, we
would be glad to have them come to the Department and sit in
with Departmental officials to discuss problems that would later
come under their jurisdiction. The personnel and facilities of the
Department have been placed at the disposal of the recent appoint-
ees: Messrs. Lourie, McCardle, Morton, and Phleger. Each has
either received or will soon receive both oral and written briefing
on the organization and procedures of the Department and on the
problems in the area for which he is to be responsible. With the
announcement that Senator Lodge would replace Ambassador
Austin as the United States Representative to the United Nations,

2 In December 1952, James Reston of the New York Times submitted four ques-
tions to Soviet Premier Josef Stalin concerning the possible easing of international
tensions and termination of the Korean war. Reston’s queries and Stalin’s replies
are printed in the New York Times, Dec. 26, 1952, pp. 6-7. For documentation on the
interest of the Department of State in having President-elect Eisenhower express
interest in early ratification of the treaty establishing a European Defense Commu-
nity, possibly through the medium of a New Year’s telegram to General Ridgway,
see vol. v, Part 1, pp. 571 ff.
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meetings on United Nations problems were arranged for the Sena-
tor with Ambassadors Austin and Gross, the Deputy Under Secre-
tary of State for Administration, and the Assistant Secretary for
United Nations Affairs.

Briefing Material—In order that the incoming Departmental offi- .
cers might be fully informed about the immediate problems, as
well as the longer-range problems which they would face, briefing
materials were prepared for their use. The Department’s Executive
Secretariat compiled two comprehensive briefing books for the Sec-
retary-designate and the Under Secretary-designate: one, a General
Briefing Book, contained information on the organization of the De-
partment, the operation of the Office of the Secretary and Under
Secretary, major programs, relations with other Government agen-
cies, and legislative and budgetary reviews; the other, a Policy
Briefing Book, contained statements of current United States poli-
cies, broken down on a geographical area, functional, and organiza-
tional basis. The General Briefing Book is being provided to all in-
coming Assistant Secretaries, and policy briefing books are being
prepared on an individual basis to inform new officers of the cur-
rent policies in their areas.® At the request of General Eisenhow-
er’s representatives, briefing material on Korea was prepared for
General Eisenhower’s trip to Korea last month and on United
States-United Kingdom problems for Mr. Churchill’s visit to this
country. e

I feel that the above arrangements have been most successful in

~meeting the needs of the incoming Administration and that we

have been helpful in every way possible to Mr. Dulles and the

other representatives of the next Administration who will assume
responsibility for the operation of the Department of State.

' ' DEAN ACHESON

2 The briefing books under reference have not been fround.k

110/1-1653

Memorandum by the Assistant Secretary of State for Public Affairs
(Sargeant) to Secretary of State-designate John Foster Dulles*

CONFIDENTIAL WASHINGTON, January 16, 1953.
Subject: Restoring Public Confidence in the Department of State

1 A covering memorandum of transmittal from Assistant Secretary Sargeant to
Dulles, also dated Jan. 16 reads: “I promised you a memorandum of the suggestions
that my colleagues and I have been developing on this subject. I am attaching a
short memorandum which summarizes our thinking, and I am sending a C;:opy of

; ntinued
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As the Secretary of State and the President are aware, the resto-.
ration of public confidence in the Department of State will depend
primarily upon its having the wit, the wisdom—and the luck—to
be associated with policies that yield readily perceptible results fa-
vorable to the national interest, particularly in Korea, Western
Europe, including Germany, and Iran. ;

At the same time, measures not directly related to substantive
policies can be taken that may be expected to produce a more fa-
vorable atmosphere than has lately surrounded the Department.
These include: :

1. Regaining the Confidence of the Congress

Lack of public confidence in the Department has been materially
contributed to by criticism originating in the Congress. As one
means of forestalling uninformed criticism, ‘the Secretary might
consider the desirability of assuring the widest possible understand-
ing in the Congress of the problems facing the Department. He
might hold regular or bi-weekly meetings with the chairmen and
the ranking members of the committees of the Senate and the
House of Representatives dealing with foreign affairs. He might in-
struct the Assistant Secretaries and other substantive officers of
the Department to hold similar regular meetings with members of
the committees dealing with problems of mutual concern. He might
further encourage officers of the Department to cultivate friendly
relations with the members of the Congress. The end sought should |
be understanding of the requirements of foreign policy as it devel-
ops rather than when a crisis is reached. Confidence in the correct-
ness of policy in given circumstances will breed confidence in those
who shape it. e

2. Restoring Confidence in the Personnel of the Department and of
the Foreign Service

(a) Although the Secretary of State cannot divest himself of his
personal responsibility for the fair and expeditious handling of
charges that may be made against personnel of the Department
and the Foreign Service, he might contribute to popular confidence
by appointing a body of consultants to advise him concerning the
effectiveness of departmental mechanisms designed to assure the
loyalty, the security, the morality and the competence of personnel.
The consultants, who might include a respected military officer of
general or flag rank, a highly regarded public servant not connect-
ed with the Department or the Foreign Service and a distinguished

this to Carl McCardle.” McCardle, at the time Washington Bureau Chief of the
Philadelphia Evening-Bulletin, became Assistant Secretary of State for Public. Af-
fairs on Jan. 29, 1953. E
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citizen drawn from private life, could be asked to report within six
months. Their inquiry would concern only procedures, not cases
closed or pending. In addition to creating confidence that the proce-
dures are adequate or can be made so, their report could serve to
reassure personnel that their rights can and will be maintained.

(b) Personnel of the Department and the Foreign Service should
be encouraged, at times even instructed, to make public appear-
ances throughout the country, particularly in the Middle West, the
South and the Southwest, and in small as well as large communi-
ties. The purpose would not be primarily to communicate policy, al-
though better understanding of policy might be a helpful by-prod-
uct, but to demonstrate that those charged with the handling of
foreign relations at many levels are capable, responsible and conge-
nial human beings drawn from and representative of the people as

. a whole. They should be encouraged to contribute, in accordance

‘with established procedures, articles on their personal experiences
to newspapers and to magazines, particularly when they have a
story to tell that will offset impressions that personnel of the De-
partment and the Foreign Service are exotic dilettantes.

(c) For several reasons, including the high degree of specialized
training normally required, the personnel of the Department has
tended to be somewhat less widely representative than the person-
nel of other executive agencies. Without the sacrifice of exacting
professional standards, the appointment of individuals drawn from
a wider circle to ranking positions in the Department would tend
to arouse the interest of women, Negroes and others, enhance the
representative character of the personnel and thus develop confi-
dence in the Department. Similar considerations might continue to
be taken into account in the appointment of delegates and alter-

- nates to the General Assembly of the United Nations. L

3. Developing the Role of the Secretary

(a) The Secretary of State is inescapably the living symbol of the
Department in the public mind. His public appearances and his
public statements are therefore highly important to the prestige,
the reputation and, hence, the effectiveness of the Department.
The press is the medium through which, over the long term, he
will make a deep impression on a great number, and the press will
reflect him primarily through his periodic press conferences. Al- -
though these are given over primarily to an exposition of specific
policy questions, the Secretary might also occasionally utilize them
to discuss departmental affairs. The Secretary can also command
space in the press by submitting signed articles to newspapers and
magazines; the utility of the Sunday magazine sections for making
an impression is not to be underestimated.
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(b) Television and radio are equally important as means of creat-
ing a popular impression. The Secretary may wish to ‘consider uti-
lizing them not merely for disseminating major utterances but for
giving currency to excerpts from press conferences and, together
with newspaper photographs and newsreels, for helping to present
a sympathetic image to the public mind. o ’

(c) Other media have supplemented but they have not supplanted
the public address as a means of illuminating a subject, attracting
or solidifying the support of a specific group and making a personal
impact. The Secretary will be called upon to make many such ap-
pearances during the course of a year. By making several, notably
in areas such as the Middle West and the. Southwest, he will con-
tribute to the prestige of his office, thus developing support for im-
perfectly understood policies and creating confidence in the Depart-
ment. oG P : ' St

(d) In his own press conferences and public utterances, the Presi-
dent can contribute significantly to augmenting and reenforcing
the efforts of the Secretary to restore public confidence in the De-

partment. He can further contribute to this end by timely public

appearances with the Secretary, thereby reaffirming his own confi-
dence in the Department over which the Secretary presides.

(e) In addition to regular press conferences, the Secretary can de-
velop effective press support for the policies that he is carrying out
by a series of off-the-record conferences with selected correspond-
ents. The Assistant Secretaries and other knowledgeable officers of
the Department should be encouraged to make themselves availa-
ble to selected correspond- ents for off-the-record discussions. =

(f) The Secretary will have relatively few opportunities for direct
contact with individual citizens. However, he can to some extent
compensate by making time for brief interviews with representa-
tives of many influential organizations of citizens whose support of
foreign policy is important to its success. The meetings might be
attended by one or another Assistant Secretary, with whom the in-
dividual or organization might have subsequent business.

(g) The effectiveness of the foregoing actions would be increased
by greater coherence in the public relations activities of the De-
partment. Although the Assistant Secretary of State for Public Af-
fairs has a broad responsibility in public relations matters, his
actual working responsibility is in fact vague. SA/M is the point of
contact for the press, but its working relationship with P is not
clearly defined. To a major degree A and to a lesser extent L take
responsibility for many public announcements on departmental af-
fairs. These announcements are sometimes cleared with P and fre-
quently are not. S/P has produced press releases and speeches on a
variety of subjects. The speeches of the Secretary are written by an
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officer on his personal staff, although they are prepared in close
collaboration with P and other areas of the Department. With the
exception of the preparation of the speeches of the Secretary, most
of these activities proceed on a piece-meal basis in answer to some
urgent need and do not reflect carefully considered public rela-
tions. A carefully integrated program would contribute to the im-
provement of the Department’s sometimes confused relations with
the press. -~ . - R
4. Reenforcing Public Impressions P

The actions of the Secretary will need to be reenforced by meas-
ures in which he and his immediate staff are not directly involved.
The Office of Public Affairs is.preparing a detailed outline of spe-
cific measures. Given the ‘authority. to do so and the necessary
budgetary support, it can introduce into its publications, its confer-
ences with non-governmental groups, its radio and television activi-
ties discreet but effective material contributing to the development
of public understanding of and popular confidence in the Depart-
ment. It can, among other things, arrange for the production ‘of a
documentary film demonstrating how foreign policy is made ‘and
executed. It can help to develop public interest in the building in
which the major activities of the Departmentare located. It can de-
velop exhibits that will stimulate public-interest in the operations
and the achievements of the Department. The need to avoid contra-
productive propaganda is clearly recognized. Equally recognized is
the need to help to develop public understanding of the role of the
Department as a guardian of the national interest.?

. ' HOWLAND SARGEANT

2 A memorandum of a telephone conversation between Secretary Dulles and At-
torney General Brownell, dated Jan. 28,1953, reads in part as follows: “The Secre-
tary telephoned the Attorney General about the muyltiplicity of hearings and investi- ‘
gations into the Department and said that they were calling various clerks and
swearing them in at Executive Sessions and generally ruining the morale of the De-
partment. He said that he thought only the President could cope with this and that
some thought should be given to it. There are how about ten Committees investigat-
ing the Department.” (Eisenhower Library, John Foster. ‘Dulles- papers,_. “Telephone
Conversations”) : SELE P S




GENERAL FOREIGN ECONOMIC POLICY OF THE. UNITED
STATES ;

Editorial Note

On July 28, 1952, Assistant Secretary of State for Economic Af-
fairs Willard L. Thorp delivered an address to the Fourth Annual
Conference on American Foreign Policy at Colgate University,
Hamilton, New York, concerning the economic roots of United
States foreign policy; for text, see Department of State Bulletin,
August 4, 1952, pages 173-177. S )

On June 11, 1953, Special Assistant Robert Asher addressed the
Economic Education Workshop at Marshall College, Huntington,
West Virginia, on the economics of United States foreign policy.
His address became the basis for an article printed ibid., July 6,
1953, pages 3-8. : v

On February 8, 1954, Assistant Secretary of State for Economic
Affairs Samuel C. Waugh delivered an address before the Trust Di-
vision of the American Bankers Association at New York City, in
which he discussed current problems in economic foreign policy; for
text, see ibid., March 1, 1954, pages 321-326.

On August 11, 1954, Deputy Assistant Secretary of State for Eco-
nomic Affairs Thorsten V. Kalijarvi addressed ‘the Georgéetown
University Air Force ROTC on the relationship between economic
foreign policy and national security. His address became the basis
for an article printed ibid., September 20, 1954, pages 409-417.

Ed_itorial Note »

In late September 1952, the Department of State, with the ap-
proval of President Truman, assumed leadership within the Execu-
tive branch of an interagency staff review of .economic foreign
policy. The purpose of the review was in part to reexamine the va-
lidity of assumptions underlying international economic policies de-
veloped during the post-World War II period, and in part to enable
the succeeding administration to evaluate the adequacy: and direc-
tion of current programs. John M. Leddy, Director of the Office of
Economic Defense and Trade Policy, was designated to organize the
preparation of studies and, together with Harlan Cleveland, Assist-
ant Director for Europe, Mutual Security Agency, and George H.

45
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Willis, Director of the Office of International Finance, Department
- of the Treasury, to determine specific agency drafting assignments.
Working groups and individual drafting officers participating in
the review, which was concluded in early March 1953, produced a
large number of staff papers, identified as EFP D-1 to EFP D-31a.
A complete set of these studies was later transmitted to Alfred C.
Neal, Director of Research, Commission on Foreign Economic
Policy, by Leddy, under cover of a letter dated October 16, 1953,
not printed. (100.4 FEP/10-1653) For information concerning the
Commission, see the editorial note, page 49. Documentation relat-
- ing to the staff review is contained in Eisenhower Library, U.S.
Commission on Foreign Economic Policy (Randall Commission)
records, 1953-1954; and Federal Records Center Accession No.T1 A
6682, GATT files, lot 59 D 563, box 446, “Review of U.S. Foreign
Economic Policy”.

Eisenhower Library, Randall Commission records, 1953-1954

Paper Prepared for the Working Group on Review of American
Economic Foreign Policy! ‘

CONFIDENTIAL | : ,7 ,[WAsﬁINGTON,] December 11,> 1952.
EFP D-2/1 S e

NorE oN EcoNoMIC ASSUMPTIONS UNDERLYING AMERICAN
Economic ForeigN PoLicy

I believe it would be useful to schedule one or possibly two meet-
ings of the working group which could be devoted to a discussion of
certain fundamental economic notions about the working of the in-
ternational economic system. I have the feeling that differences of
viewpoint which have been expressed with respect to the wisdom or
practicality ‘of some of the economic programs we have been think-
ing about may be rooted in disagreements on basic assumptions. I
also feel that it may be these differences in fundamental concepts
which account for the -differences in approach to the economic
problem represented by, say, the Rosenson paper on convertibility 2
. and the Economist suggestion for an Atlantic Clearing Union.
The points to which I think we should address our attention are
these: ' o - LT
1. How is it expected that a world system of trade and payments,
free of quantitative restrictions and exchange controls and with

7> A covering transmittal memorandum, dated Dec. 11, by William S. Lambert, Sec-
- retary to the Working Group, is not printed. No list of the members of the Working
Group was found in Department of ‘State files. : )
~ *Not printed; a.copy is in the Randall Commission records.
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convertible currencies, would be kept in balance? In other words,
what equilibrating forces are expected to operate so as to prevent
persistent surpluses and deficits (not accounted for by normal capi-
tal flow)? Under the gold standard the notion was that an inflow of
payments produced by an export surplus would tend automatically
to increase prices in the surplus country and reduce prices in the
deficit country, thus stimulating imports into the surplus country
and deterring imports into the deficit country. Whatever may have
been the validity of this notion in the past it is clear that under
present and foreseeable circumstances there is no direct or auto-
matic connection between the inflow and outflow of payments and
internal price levels. Whatever connection may exist would pre-
sumably have to be established through conscious acts of internal
credit and fiscal policy by the governments concerned. If this is in
fact the case I wonder whether it is enough to say that balance will
be achieved if only governments pursue “stable” internal financial
policies. In other words, do not internal fiscal and monetary poli-
cies need to be much more closely tailored to the condition of the
external balance (and to the internal policies of other governments)
than would be implied by a simple undertaking to promote internal
stability? Again, if this is true, isn’t it almost a prerequisite of equi-
librium through the price mechanism ‘that internal policies be
brought into the international arena in a much more powerful way
than some of our papers seem to contemplate, and may this not be
an argument for some new kind of international organization?

2. It may be objected to the foregoing that in the case of a coun-
try such as the United States, whose international trade is such a
small portion of total GNP, under no circumstances could the state
of the external balance be expected to have an important equili-
brating influence on internal price levels even if the old gold stand-
ard were in operation and certainly not under present circum-
stances under which comparable effects could be achieved only
through internal policy. This is probably true, but the fact that it is
would seem to have little practical importance so long as the
United States is on a surplus basis and so long as the United
States, for a variety of reasons, is prepared to maintain an internal
policy directed at high levels of employment. However, to some
extent a similar problem exists elsewhere, for. example France,
whose international trade is only about 10 percent of GNP.

3. We have been assuming that it would be possible over time to
bring United States international accounts into balance through
commercial policy measures designed to increase imports, through
investment flow to underdeveloped areas, through special projects
such as the food program to remove “structural” distortions in the
situation by increased output of food elsewhere, and by appropriate
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internal policies abroad. During the past few years, however, a
number of people have come to believe, without being able to prove
the point, that the United States has an inherent bias toward an
export surplus. So far as I have been able to discover, two main
reasons have been put forward for this belief. The first is that since
the rate of increase of over-all productivity in the United States is
greater than elsewhere, the United States will perpetually tend to
run an export surplus. If this belief is correct then it is difficult for
me to see how any of the things that we have been discussing (with
one exception) could bring about equilibrium through the price
mechanism. While reductions in the United States tariff and appro-
priate internal policies elsewhere would increase the level of im-
ports into the United States, presumably the tendency toward U.S.
exports would also increase. Similarly, the stimulation of food
output in lihdérdeyelOped areas and of capital flow to underdevel-
oped areas would not seem to help the balance-of-payments situa-
tion under these circumstances. The one exception is to be found in
a change in foreign exchange rates, but presumably so long as our
total productivity tends to increase at a faster rate than others,
there would have to be a continuing depreciation of foreign curren-
cies over time. The d,isadv_}a_ntagqsf,()f continuous depreciation as a
solution to the problem may argue for much stronger emphasis
than we have been giving to measures to increase foreign produc-
tivity. o N v

The second main explanation which has been given of the U.S.
bias toward export surplus lies in the structure of American im-
ports and exports. The argument here is that since the great bulk
of American imports is in crude materials and semi-finished manu-
factures, the level of total U.S. imports tends to be affected primar-
ily by the rate of industrial production and is little affected by
changes. in price. On the contrary price declines tend to reduce
rather than increase the total value of imports. On the other hand
American exports, which are largely manufactures, are sensitive to
price changes, so that price declines tend to stimulate exports from
the United States. In other words, for the United States, price de-
clines tend to work in only one direction. They stimulate exports
without stimulating imports. What the policy implications of this
may be I am not quite clear except to confirm what we already
know—that effective tariff reductions by the United States very
largely relate to imports of finished manufactures.* '

It shéuld be noted that the proportion of finished manufactures in total U.S. im-

ports has increased from about 10 percent of the total pre-war to about 18 percent
in 1950 and to 17 or 18 percent in 1951 and 1952; [Footnote in, the source text.]
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4 1 am not sure how the foregoing ideas with respect to the
persistent export bias of the United States economy square with
the concept of comparative cost of [as] a basis for international
trade. If comparative cost operates, presumably trade would take
place even though the United States were more productive in each
item of trade than other countries so long as there were disparities
in productivity between different industries in the United States. I
hope someone will be in a position to explain this at the meeting.
One point I would like elucidation on, incidentally, is whether the
idea of comparative cost is intended to be only a very long run
factor, significant at points of new investment, or whether it is also
assumed to be a short run factor which currently influences the
quantities of commodities exported and imported through the price
mechanism.

I do not believe that the discussion on these various theoretical
subjects should be pushed too far but I believe that some examina-
tion of these points may help to throw light on what we may
expect from some of the specific policies and programs we are con-
sidering. \
JouN M. LEpDY

~ Editorial Note

On August 14, 1953, President Eisenhower appointed Clarence B.
Randall, Chairman of the Board of Inland Steel Company, as
Chairman of the Commission on Foreign Economic Policy. The
Commission, commonly referred to as the Randall Commission, was
established in pursuance of ‘Title III of the Trade Agreements Ex-
tension Act of 1953 (Public Lav} 215), approved August 7, 1953; for
. text, see 67 Stat. 472. ‘ : )

The purpose of the Commission was to conduct a thorough
review of United States foreign economic policy, to recommend ap-
propriate policies and practices for the future, and to report its
findings to both the President and Congress. The organization of
the Commission was completed on September 22, 1953. It proceeded
to take testimony from witnesses in the United States and for four
days in Paris; its work was completed in January 1954. The Com-
mission’s majority report was transmitted to the President and to
Congress on January 23, as Report to the President and the Con-
gress (Washington, 1954). A dissenting view, by two of the Commis-
sion’s members, Representative Daniel A. Reed (N.Y.), Chairman of
the House Ways and Means Committee, and Representative Rich-
ard M. Simpson (Pa.), was transmitted to the President and Con-
gress on January 30 under the title Minority Report (Washington,
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* 1954). Papers prepared for the Commission by its research staff
were published as Staff Papers Presented to the Commission on For-
eign Economic Policy (Washington, February 1954). :

Documentation concerning the formation and work of the Com-
mission is contained in Department of State file 100.4 FEP for 1953
and 1954, and Eisenhower Library, U.S. Commission on Foreign
Economic Policy (Randall Commission) records, 1953-1954. For per-
tinent press releases containing additional information, see Depart-
ment of State Bulletin, August 17, 1953, page 202; August 31, 1953,
pages 279-280; October 5, 1958, page 450; and November 16, 1953,
page 685. o '

100.4 FEP/1-2754

Memorandum by the Under Secretary of State (Smith) to the
Administrative Assistant to the President (Hauge)!

[WASHINGTON, ] February 10, 1954.

Subject: Department of State Comments on Recommendations of
the Randall Commission

In accordance with your request of January 27, 1954, I am trans-
mitting a memorandum which contains the Department’s com-
ments on the recommendations of the Randall Commission.

Since receipt of the Report we have given consideration to the
- question of the Administration’s approach to the Report as a
whole. It is our strong view that, on balance, the wisest course for
the Administration to pursue would be to accept the program pro-
posed in the Report as the new take-off point for the reformulation
of our foreign economic policy. Otherwise, we run a substantial «
risk that the advantages created by the generally constructive
nature of the Report will be dissipated. ‘

In recommending this course of action, we wish to note that
there are many individual recommendations in the Report with
~ which the Department would have ‘disagreed if they had not
formed a part of the carefully balanced “package” which the
Report represents. We feel, however, that these differences should
be submerged in the interest of achieving progress in the construc-
tive reformulation of our foreign economic policy as a whole.

The Department’s detailed comments, contained in the attached
memorandum, must be viewed in the light of the general position
stated above. These comments are made largely in order to indicate
omissions and isolate ambiguities. However, if the Administration

1 Dpafted by Acting Director of the Office of Economic Defense and Trade Policy
Vernon. : :
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should decide, in the end, to reopen any of the main issues covered
in the Report, our comments on some points would be more exten-
~ sive and more critical.

: WALTER B. SMITH

[Attachment]

COMMENTS ON SPECIFIC RECOMMENDATIONS

1. Page 8. Economic aid. The Department feels that, in practice,
the recommendations with respect to economic aid will need ampli-
fication in order to provide a somewhat clearer basis for actual op-
erations. e »

Under present policies, the assistance included in the Mutual Se-
curity Program on a grant basis is based on security grounds. Part
of these grants are for the purpose of helping some nations, who
cannot themselves sustain the burden, to support military forces
essential for our security. Another part—moderate in amount—
represents a critical supplement to larger programs of development
undertaken by some countries with their own resources. These
latter programs are believed to be consistent with the Commis-
sion’s thinking that “where our security is importantly involved

. . moderate grants in aid may serve the national interest of the
United States.” 2 ‘ B ‘

‘In many underdeveloped areas, the relationship of our security
to programs of development is direct and immediate. The basic
maladjustment of underdeveloped countries is the result of the
pressure of their peoples for accelerated economic development and
the insufficiency of their domestic resources and foreign exchange
availabilities to do the job which must be done. The security of the
United States will be greatly enhanced if these peoples are con-
vinced that free society holds more for them than does commu-
nism. The United States has, therefore, regarded economic aid as a
weapon in the fight against world communism as well as an ex-
pression of essential United States humanitarianism. ol

With respect to the recommendation that economic assistance
should be in the form of loans rather than grants, there may be
some cases where substantial economic aid to a country will be
warranted in the interest of the United States and where any loans
made would have to be in a form not meeting ordinary banking
standards. The problems and difficulties which such loans would

2 Ellipses throughout in the source text.
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involve, however, are so serious that we consider that these need to
be reemphasized. :

There are also a number of major problems with respect to eco-
nomic grant aid on which the Report does not touch. Reconstruc-
tion aid in situations such as Korea represent one group of such
problems. The problems involved in the agricultural surplus dispos-
al program also present difficult and important issues.

Finally, when considering the foreign aid section of the Report,
note should be taken that the Commission did not address itself to
the question of extension of economic assistance in’ association with
other nations. This question is of considerable significance both be-
cause of existing United Nations programs of that type and be-
cause of the President’s proposal of April 16, 1953,* in which he
asked the American people to contribute a substantial portion of
the savings of international disarmament to a fund for world re-
construction and development. As a follow-up to the President’s
proposal, the United States sponsored a resolution,* which was
adopted by the United Nations General Assembly, asking all gov-
ernments to make a similar pledge. . ;

2. Page 16. United States foreign investment. There are several
additional suggestions for stimulating foreign investment which
the Report does not cover and which merit ‘careful examination.
These include: the use of technical assistance in helping countries
to improve the “climate” for private investment and to provide
better information concerning investment conditions and opportu-
nities; improvements in the administrative and procedural aspects
of the guaranty program, in order to make the program more at-
tractive both to investors and to borrowing countries; greater use of
bilateral tax treaties, aimed at defining the particular foreign taxes
that qualify as a credit against United States domestic taxes and
defining the treatment of temporary tax concessions offered by the
foreign government to new investment; greater use of the authority
of the Export-Import Bank to guarantee loans made from private
sources, on a contingent liability basis; and the possibility of joint
participation by the Export-Import Bank with private enterprise
(American or foreign) which would not invest in the absence of the
Bank’s participation. .

2 The proposal was made in an address delivered by President Eisenhower before
the American Society of Newspaper Editors on April 16; for text of the address, see
Public Papers of the Presidents of the United States: Dwight D. Eisenhower, 1953
(Washington, 1960), pp. 179-188. : e

¢ For text of the resolution, adopted as Resolution 724 A (VIID) by the General As-
sembly at its 468th plenary meeting on December 7, 1958, see Yearbook of .the
United Nations (New York, 1954), pp. 299-300. :




FOREIGN ECONOMIC POLICY 53

3. Pages 28-32. Agricultural policy. The recommendations of the
Commission clearly point in the right direction but this is a field in
which a somewhat greater degree of specificity is necessary. In im-
plementation of the Commission’s recommendations, it would be
necessary to consider, for example, the standards to be applied in
restricting foreign imports and subsidizing exports: Should such
import restrictions be designed so as not to deprive imports of the
share of the domestic market they would have enjoyed in the ab-
sence of the domestic program; should a representative base period
be employed in making such determinations; should we reexamine
the criteria established in Section 22 of the Agricultural Adjust-
ment Act;® where imports represent a large part of domestic con-
sumption and where the support of domestic prices would unduly
encourage the use of substitutes, should we use income support in-
stead of import restrictions; and should we in some specific way
limit the share of the world market we preempt by our subsidized
exports, including our sales by the United States Government at
lower than purchase prices? Should the extent of our import re-
strictions and export subsidies be determined unilaterally, or
should they be the subject of international negotiation?

4. Pages 35-36. Instability of raw material prices. The Depart-
ment agrees with the recommendations of the Commission concern-

ing the measures and policies that will ‘be most conducive to reduc-

ing the excessive instability of raw material prices. It assumes,
however, that the Commission recognized that many of these meas-
ures can be applied only gradually and will take a substantial time
to achieve their purpose. It assumes, also, that this fact was at
least one of the reasons why the Commission deliberately avoided
closing the door on all international agreements to stabilize prices
in the following recommendation: “The Commission does not ‘be-
lieve that extensive resort to commodity agreements will solve the
problem of price instability . . .” :

In point of fact, there will probably continue to be very few.com-
modities in which the countries affected have sufficient desire for
international action of this kind to result in an agreement and
even fewer where the peculiar circumstances make an agreement
both expedient and workable. Nevertheless, the United States
cannot afford to adopt the attitude that it will not under any cir-
cumstances participate in such an agreement, regardless of the eco-
nomic hardships that may be suffered by producing countries and
regardless of the political and strategic consequences.

s Section 22 of the Agricultural Adjustment Act of 1933, as amended in 1935 and
subsequent years, authorized the President to impose import fees or quotas in order
to prevent imports from materially: interfering with the domestic agricultural pro-

~gram. For additional documentation on the relevant legislation, see pp. 114 ff.
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5. Page 45. Buy American Act.® The first part of this recommen-
dation, proposing the amendment of the Buy American Act, is am-
biguous as to a major point, namely, what is meant by the concept
of treating other nations “on an equal basis”. If this criterion were
to rule out nations which cannot accept United States bids because
they cannot afford to pay for the materials in dollars, the field of
its applicability would be narrow and the effect would be contrary
to the Commission’s clear intent to provide some liberalizing action
in the Buy American field. Moreover, consideration needs to be
given to the question of how to reconcile the approach implicit in
the Commission’s recommendation on this point with that implicit
in its recommendation elsewhere, that the United States continue
to follow an unconditional most-favored-nation policy with respect
to trade matters. : _

6. Page 50. President’s powers to reduce tariffs. The Report does
not consider the special problem of the tariffs applicable to goods
which are appraised on the basis of the American selling price, e.g.,
coal-tar dyes. The question will have to be faced in connection with
the meaning of paragraph c of this recommendation, which relates
to the reduction of tariffs over “50 per cent ad valorem”. The spe-
cial group of commodities which are appraised on the basis of
American selling price commonly have an ad valorem incidence of
200 or 300 per cent in terms of normal valuation methods, even
though the apparent rates, as recorded in the Tariff Act,” run at
about 30 or 40 per cent in most cases. ‘

1. Page 53. Organizational provisions of the GATT?® At present,
most of the GATT’s provisions represent a multilateral trade agree-
ment, and have nothing to do with organization. Is it intended that
the scope of these substantive non-organizational provisions should
be circumscribed in any way? In particular, is there any intention
to limit agreements on substantive provisions which embody broad
trade policies, such as the general principle ‘against import and
export restrictions? : o ' :

8. Page 72. Currency convertibility. A somewhat firmer under-
standing is needed of what the Report’s recommendations imply for

¢ Title III of the Appropriations Act of 1933 (Public Law 428), approved Mar. 3,
1933; for text of the Act, see 47 Stat. 1489. The Buy American provisions required
U.S. Government agencies in procuring supplies for public use to purchase only do-
mestic materials, provided they were available, unless the domestic supplier’s price
was unreasonable, or unless such purchase would be inconsistent with the public
interest. .

? Tariff Act of 1930 (Public Law 361), approved June 17, 1930; for text, see 46 Stat.
590. :

¢ Reference is to the General Agreement on Tariffs and Trade (GATT), concluded
at Geneva, Oct. 30, 1947, and entered into force for the United States, Jan. 1, 1948;
for text, see 61 Stat. (pts. 5 and 6), or Department of State Treaties and Other Inter-
national Acts Series (TIAS) No. 1700. -
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action on convertibility in the immediate future. Various govern-
ments have indicated clearly a serious interest in the early return
of their currencies to a convertible status. The United Kingdom
and Germany, among others, have already discussed this problem
_ with our Government, and the United Kingdom has elaborated a
rather detailed program contemplating a phased return to sterling
convertibility.® The Department believes that if positive and defin-
able progress is to be made toward the goal of convertibility it is
important to take advantage of existing favorable circumstances
and attitudes which, if lost, may not be recaptured in the foresee-
able future. The United States can best do this by responding in a
positive and constructive manner to the initiative already taken by
other countries, rather than awaiting new initiatives.

The Department accordingly believes that it would be in full
accord with the approach and recommendations of the Commission
Report for the United States to proceed expeditiously to reach un-
derstandings with the other principal countries concerned on: the
amounts of credits which might be made available from the Feder-
al Reserve System and which the United States would support for
extension by the Fund, respectively, for the purpose of assisting in
the establishment of convertibility of sterling and other major cur-
rencies; the terms and conditions which the United States should
impose in connection with the extension of such credits; specific ad-
ditional steps by other countries which would warrant commitment
of such support. ’ ‘ ' T

In view of the similarity of interests between Canada and the
United States in this general area, and Canada’s present relatively
strong financial position, this Government should explore with the
Canadian Government the possibility of supplemental credits from
Canada for the purposes here considered. :

~ Moreover, in view of the value of the European Payments Union
as an instrument for promoting European unification,*® the United
States will have to give careful thought to the relation between the
establishment of currency convertibility and the continued func-
tioning of the EPU. i e

9. European economic integration. In any complete reformulation
of United States foreign economic policy, our views with ‘respect to
European economic integration need to be stated. Although some
favorable mention is made of Western Europe’s progress through
the OEEC in widening the area of multilateral trade and pay-
ments, the question of European economic integration—both in the

° For documentation on discussions between representatives of the United States i
and the United Kingdom on the question of sterling convertibility, see volume VvI.

10 For documentation concerning U. S. efforts to promote European economic inte-
gration, see ibid. i
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wider OEEC area and within the area of the European Coal and
Steel Community—is not dealt with. The Report is silent, for exam-
ple, on our support for the European Coal and Steel Community
and on the United States view with respect to the promising eco-
nomic- aspects of the European Defense Community and the pro-
posed European Political Community.

10. Restrictive business practices. One important area of foreign
economic policy with which the Report does not adequately deal is
- the problem of restrictive business practices as they affect interna-
tional trade; except for a brief reference in one limited context—
that of encouraging international investment—no recommenda-
tions are made with respect to the problem. If reliance is to be
placed on the stimulating effects of competition in international
trade, as the Report appropriately envisages, more progress must
be made in the discouragement of cartel practices. These practices
have had a profoundly adverse effect on attempts of countries to
raise the productivity of their economies; they have constituted
direct barriers to the normal flow of international trade; they have
added to the costs of rearmament in Europe; and they have re-
duced our supplies of important raw materials, such as industrial
diamonds. A program in this field needs to be developed. ‘

11. Frivolous and repetitive escape clause actions. It is worth-
while considering whether to ask the Congress to limit the proce-
dural provisions of the escape clause so that (a) frivolous cases need
not go through the formal investigation procedures of the Tariff
- Commission and (b) applicants are not free to file a new escape
clause application immediately upon rejection of a prior applica-
tion. v

12. Added problems of customs administration. The Report is
silent on a number of issues regarding customs administration and
policy which seem to merit consideration. One is a proposal to
amend the countervailing duty laws so that such duties are applied
only where a domestic industry is being. injured. Another is a pro-
posal, mentioned above, to eliminate “American selling price” as a
basis of appraising a special group of imported articles. Still others
include: broadening the application of the provisions permitting
substitution for drawback purposes; eliminating the provision that
the Secretary of the Treasury may not alter a ruling which would

11 Section 7 of the Trade Agreements Extension Act of 1951 (Public Law 50, ap-
proved June 16, 1951, 65 Stat. 72), as amended, provided that if the U.S. Tariff Com-
mission found that an article upon which a tariff concession had been granted was
being imported in such increased quantities as to cause or threaten serious injury to
a domestic industry, the Commission must recommend the withdrawal or modifica-
tion of the concession, or the establishment of import quotas to the extent necessary
to remedy the injury.
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favor importers except with the assent of the Attorney General;
eliminating the proof-gallonage basis for taxing imported distilled
spirits; eliminating the discriminatory aspects of certain internal
revenue taxes; and broadening the definition of commodities eligi-
ble for duty-free entry as “works of art”. i Sl

. WALTER B. SMITH

GATT files, lot 59 D 563, “Foreign Economic Policy Paper—1954”

Memorandum by the Deputy Assistant Secrétary of State for
Economic Affairs (Kalijarvi) to the Secretary of State?

CONFIDENTIAL L [WASHINGTON,] March 18, 1954.
Subject: Draft Presidential Message on Foreign Economic Policy

General Evaluatibn o

The draft message, attached as Annex A,? strikes roughly the
same pitch as the Randall Commission Report on which it is based.
However, there are a few visible retreats from major recommenda-
tions contained in the Report; these are mentioned below and de-
veloped in more detail in the attached annexes. Our best judgment
is that the policies will be regarded abroad as constructive but rela-
tively cautious and lacking in boldness. The points at which the
statement retreats from the Report proper will be especially high-
lighted abroad. Taken as a whole, the statement falls somewhat
short of establishing a strong basis for United States assumption of
leadership on the economic front.

The Department’s written comments on an earlier draft® of this
statement, sent to Mr. Randall last week, tried to retrieve some of
the lost ground in the draft statement; these comments are at-
tached as Annex B.* At that time, however, we had not yet had the
benefit of your recent expressions of concern that the United
States must assume a strong position of leadership on the economic
front. Accordingly, our comments were heavily conditioned by what
we considered to be negotiable in the ordinary course with other
agencies and with the White House. - '

Major Points Which Might Be Strengthened

If you wish to strengthen the policy statement measurably, the
following points would be those on which to concentrate:

1 Drafted by Vernon.
2 Not found with the source text.
3 Not identified.
4 Not printed.
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1. Request tariff-negotiating authority which would permit the
United States to negotiate effectively with Japan. To do this, it will
be necessary to go somewhat beyond the recommendations on this
point in the Randall Commission Report. The proposed 15 per cent
authority recommended in the Report and in the draft message, as-
suming it were fully exercised, would not afford meaningful tariff
reductions for that country. This is particularly important because,
in many cases, the depth of the tariff ~cuts which other nations
would be willing to provide for Japanese products will depend on
how far we can go. A specific proposal to carry out this suggestion
is contained in Annex C, attached.

2. Adopt the principle of the Randall Commission recommenda-
tion that the 50-50 shipping clause in our aid legislation and in
other statutes should be eliminated.®* These clauses, which provide
in general that half of our Government-financed cargoes to foreign
countries should bé carried in American bottoms, have long been a
source of serious friction with aid-recipient countries. The clauses
add significantly to shipping costs and detract from the construc-
tive value of our aid. They lead to retaliation and mutual recrimi-
nation. A specific proposal is developed in Annex D, attached.

3. Strengthen our policy regarding the avoidance of agricultural
import restrictions. The weakest point in any effort to assume eco-
nomic leadership is our inability to make commitments on the
avoidance of agricultural import restrictions. Section 22 of the Ag-
ricultural Adjustment Aci requires the President to impose import
restrictions, despite any international agreement to the contrary,
whenever he finds that imports are interfering with a domestic
price-support program. This provision has compelled us to violate
the GATT; it will compel us, on renegotiation of the instrument,
substantially to weaken the existing commitments contained in it.
This fact is strengthening the hands of agricultural protectionists
throughout the world, especially Western Europe. It is likely to be
one added deterrent to any efforts we may make toward agricultur-
al integration in that area. And in any case it is likely to damage
our own agricultural export markets in the long run. Annex E de-
velops a relatively modest proposal which would strengthen our
hand in this general field. This proposal is consistent with the gen-
eral line of the Randall Commission Report though it is more spe-
cific than anything contained in the Report on the subject. T

4. Strengthen our statement on minerals policy. The Randall
Commission had recommended that where domestic minerals pro-
duction must be stimulated for security purposes, it should be stim-
ulated by means other than tariff increases or other import restric-
tions; the alternatives might be increased stockpiling, tax incen-
tives, or direct subsidies out of the defense budget. The present
- draft conspicuously fails to endorse this principle, though it en-
dorses others which the Commission had proposed on the same sub-
Jject. The failure of the draft to endorse the principle is a clear ret-
rogression from existing practice; tariff increases and other import
restrictions are not now used to expand production. A special Cabi-

¢ The so-called 50-50 provisions required 50 percent of all cargoes financed for the

account of the U.S. Government to be shipped in U.S. bottoms.
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net Committee on Minerals Policy,* which has been at work over
the past few weeks, also has failed to endorse the principle, recom-
mending rather “the best use of all of the various existing authori-
ties of the Government”’; the Cabinet Committee’s recommenda-
tions are attached as Annex F. This latter formulation resolves no
issues; it simply leaves the Department free to urge at a later date
that import restrictions are not the “best” of the “various existing
authorities”. The point is likely to be noted at once, particularly in
Canada and Latin America. The draft statement could be substan-
tially strengthened by insisting upon a specific endorsement of the
debated principle, carried in the last paragraph of page 11.

5. Make a more constructive statement as regards United States
foreign aid policy. On April 16, 1953, the President stirred the
world with his pledge that a portion of any savings from world
disarmament might be used by the United States to help underde-
veloped areas. This pledge, though very much in the minds of some
foreign countries, was disregarded in the Randall Commission
Report and in the draft message. The omission will be regarded as
significant and disillusioning in many quarters. Annex G suggests
a text for reaffirming the pledge. ' o

6. Resist any proposals by other Cabinet members for weakening
any present recommendations in the draft report. We are only
aware of one such proposal which may be made, namely a proposal
by Mr. Weeks that the President should not go as far in reducing
the Buy American preference as the draft now indicates. This is
elaborated in Annex H. - VR

Points To Be Strengthened In Any Event

Apart from any major effort to strengthen the statement, we feel
the following point must be improved:

At page 5, paragraph marked “(a)”, it is recommended that the
President be empowered to reduce tariff rates “by not more than 5
per cent of present rates in each of the three years of the new act”.
This is likely to mean that the 5 per cent reduction available in the
first year would not be used, because tariff negotiations could not
be completed in time; as a result, the available power would be lim-
ited to 5 per cent a year for two years. Other nations, including
Japan, Canada, the United Kingdom and France, already have in-
dicated their skepticism that any worthwhile tariff reductions
would result, even if the full 15 per cent power were available.
Indeed, there is a very substantial risk that if our own negotiating
authority were limited in effect to 10 per cent by the formula in
paragraph (a), we could not even persuade other nations that any
tariff negotiations were worthwhile. Accordingly, to assure that the
full 15 per cent authority is available, the words “in each of the
three years of the new act” should be replaced by the words “in
each successive year of a three-year period”.

s Apparent reference to the Cabinet Committee on Minerals Policy appointed by
President Eisenhower on Oct. 26, 1953. See the editorial notes, pp. 1116 and 1257.
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Annex C°

ADDED TARIFF-NEGOTIATING AUTHORITY

At page 5 of the draft, strike’ the first complete paragraph and
substitute the following: : '

I consider it particularly important that this nation be in a posi-
tion to take the leadership in negotiations between Japan and the
other principal trading nations of the warld for the mutual reduc-
tion of tariffs and other trade barriers. Japan needs market oppor-
tunities if she is to live. Our own security depends in part on her
economic strength. o

Accordingly, I recommend that the Congress go beyond the pro-
posals of the Commission on Foreign Economic Policy in certain re-
spects in order to provide the necessary authority to achieve this
end. I recommend renewal of the Trade Agreements Act for a
period of three years with necessary amendments to provide au-
thority pursuant to trade agreements negotiations, to

a. Reduce existing tariff rates on commodities selected for
such negotiations by not more than 5 per cent per year over a
three-year period; v ’

b. Reduce existing tariffs selected for negotiations to one-half
their January 1, 1945 level over a three-year period; and

¢. Reduce the rate of any tariff selected for negotiation
which is in excess of 50 per cent ad valorem, or its equivalent,
to 50 per cent ad valorem or its equivalent. ,

Annex D

STRENGTHENING THE PoLicy RE SHIPPING

- At page 12, third complete paragraph, second sentence, rewrite
as follows (underlined portions are new language): 7

“I silbscribe to the principle that such support of our merchant
fleet as is required for the purpose should be provided by direct
means and that preferences in favor of American bottoms for the

carriage of government-financed cargoes should be avoided to the
greatest extent possible.”

At page 12, last complete paragraph, second sentence, rewrite as
follows:

“Its findings‘ will be further reviewed within the Executive
Branch in the light of the principles stated above in order to devel-
op etc.” S

7 Printed here as italics.
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Annex E

HARMONIZATION OF AGRICULTURAL AND TrADE PoLicy

Insert the following after the third full paragraph on page 12:

“When we maintain in the interest of American agriculture a
level of supports higher than the world price level, we must be
careful not to resort to restrictive measures which in the long run
will only react to our hurt and which are unfair to foreign coun-
tries. I fully endorse, therefore, the conclusion of the Commission’s
Report that ‘In the application of import restrictions on foreign
products, the level of those restrictions should be set with full
regard for the effects on overseas buying power and the possibility
that such restrictions may lead to retaliation and may be self-de-
feating.” In order to accomplish this objective, I recommend that
the Congress amend Section 22 of the Agricultural Adjustment Act
of 1934, as amended, so as to provide that import restrictions de-
signed to safeguard a domestic farm program shall not be estab-
lished at such levels as would deprive the foreign countries affected
of the share of the domestic market in the product concerned that
they would have had in the absence of the domestic program.”’

Annex F

SpeciaL CABINET COMMITTEE RECOMMENDATIONS RE MINERALS
PoLicy

The Cabinet Mineral Policy Committee recognizes that a strong,
vigorous and efficient domestic mineral industry is essential to the
national security and to the long-term economic development of
the United States. The domestic mineral industry must contribute
in varying degrees to the mineral raw material base for any future
mobilization effort.

In addition to our need for domestic mineral production, it must
be recognized that there are many important minerals where effi-
cient domestic production is inadequate or entirely lacking to meet
industrial defense needs and where, as a consequence, foreign
sources and stockpiling must be relied upon.

The Cabinet Mineral Policy Committee recommends that the
supply-demand situation for each of the metals and minerals be
evaluated periodically on a case-by-case basis to establish the
proper level of efficient domestic production required as an ade-
quate component of the mobilization base. Where it is found that
the level of such production in the case of any particular mineral is
likely to become, or is now, insufficient to serve as such an ade-
quate component of the mobilization base, then a comprehensive
program involving the best use of all of the various existing au-
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thorities of the Government should be developed to maintain or to
achieve that level of domestic production. In the event that the
present authorities of the Government are inadequate to accom-
plish the desired objective, appropriate legislative recommenda-
tions should be prepared.

Annex G
STRENGTHENING OUR PoLicy oN FOREIGN AIb

Insert on page 13, between the third and fourth paragraphs, the
following new paragraph:

On April 16, 1953, I stated that “This Government is ready to
ask its people to join with all nations in devoting a substantial per-
centage of the savings achieved by disarmament to a fund for
world aid and reconstruction. The purposes of this great work

~would be to help other peoples to develop the underdeveloped areas
of the world, to 'stimulate profitable and fair world trade, to assist
all peoples to know the blessings of productive freedom.” I reaffirm
this pledge today. But we know what prevents the carrying out of
this promise. Therefore, we must consider how the extension of aid
may best serve the interests of the United States in the circum-
stances as they exist today.

Insert on page 14, at the end of the eighth line, the following
new sentences: .

“But our security interests must be broadly conceived. Where

these interests appear vitally involved, we should not hesitate to
make appropriate grants in aid.” .

Annex H

PossiBLE PROPOSALS BY OTHER CABINET MEMBERS To WEAKEN THE
RANDALL CoMMISSION’S RECOMMENDATIONS

Revision of Buy American Policy :

The last two paragraphs of page 10 of the draft statement indi-
cate a substantial liberalization of our existing Buy American poli-
cies, that is, policies which require government agencies in general
to extend a 25 per cent price preference in favor of domestic
sources of supply. Mr. Weeks may argue for retaining a 10 per cent
preference rather than the proposed 5 per cent preference for do-
mestic bidders. He feels that, in addition to special treatment for
depressed employment areas, there should be special consideration
for depressed industries. He may propose that, following the certifi-
cation by some official (e.g. Secretary of Commerce) to the effect




FOREIGN ECONOMIC POLICY - 63

that certain industries are depressed, Government procurement of-
ficers would be authorized to accept only domestic bids for products
supplied by such certified industry. ;

Eisenhower Library, Eisenh

papers, Whit; file

Minutes of a Cabinet Meeting, Held at the White House, 10:05 a.m.,
' : March 19, 19541 .

CONFIDENTIAL :
The following were present:

President\ Eisenhower

Vice President Nixon  Director Dodge ,
Under Sec. W, B.Smith ~ Mr. Flemming, and Mr. Charles
(for Sec. Dulles) R Kendall
Sec. Wilson , Gov. Stassen
Sec. Humphrey Chairman Young
Mr. Brownell : Amb. Lodge
Mr. Summerfield , , ‘
Sec. McKay, and S Hon. Clarence Randall
Asst. Sec. Wormser Dr. Arthur Burns
Under Sec. True D. Morse :
(for Sec. Benson) . Gen. Persons
Sec. Mitchell : . Mr. Rabb
Sec. Hobby - Mr. Harlow
‘ Mr. Morgan

Foreign Economic Policy Message—The President indicated that
Mr. Randall had prepared a fine message to go to Congress on this
subject but that some differences of opinion still remained for set-
tlement. Mr. Randall then reviewed the coordination and stated
the objective of the message as an attempt by the President to keep
strictly in line with the report rather than take a far-advanced po-
sition which would endanger support already gained from some-
what reluctant groups. ; ;

A memorandum of State Department recommendations for revi-
sion? was presented and discussed. With respect to State’s request

1 Prepared by L. Arthur Minnich, Jr., Assistant Staff Secretary, White House.

2 A copy of the reference memorandum, which is undated and bears no drafting
information, is filed with the source text. It contains four recommendations, similar
to those made in the memorandum by Deputy Assistant Secretary Kalijarvi; supra,
concerning special treatment for Japan, increased tariff reductions, elimination of
50-50 shipping provisions, and the stimulation of domestic mineral production by
means other than tariff increases and import restrictions.
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for a sentence indicating the possible need of exceptional treatment
for Japan, the President commented that Congress ought be given
advance warning rather than have State later introduce the need
unexpectedly. The Vice President commented that such a reference
would not create problems on the Hill. Mr. Randall agreed to de-
velop a suitable reference with General Smith.

On the suggestion that the proposal for three annual 5% tariff
reductions be consolidated to 15% over three years so that full
effect of the authorized reductions would not be lost by protracted
negotiations during the first year, Mr. Randall stressed the prior
extensive debate within the Commission and the heavy opposition
which would be aroused by any change from the report. The Presi-
dent suggested that negotiations might be hastened and that in
any event the legislation was designed to establish a pattern for
- policy throughout subsequent years when the State Department
might make up any losses. It was agreed that the message would
not be changed in this respect. ; ,

The third proposed change, providing for the elimination of the
50-50 shipping clause, was rebutted by Secretary Weeks who re-
viewed the pertinent sections of the Commission’s report. The
President suggested that individual opinions might be given during
testimony. Gov. Stassen recalled intense Congressional interest in
this subject, and predicted the impossibility of change until ‘a new
subsidy plan is developed. Gen. Smith agreed. ‘

The fourth State Department recommendation for a positive
statement concerning stimulation of domestic mineral production
required for security purposes by other means than tariff increases
or through import restrictions, received the President’s approval
along with general Cabinet agreement. e

It was agreed also to accept Secretary Humphrey’s suggestion for
eliminating a sentence concerning mineral policy which appeared
to be contradicted by subsequent statements. Mr. Humphrey also
commented on the problem of the relationship between importation
of minerals and domestic production. Gen. Smith and Mr. Randall
emphasized that the section in question pertained only to stimula-
tion of domestic production. ’

The Attorney General strongly recommended against the provi-
sion for reducing the 5% differential connected with the Buy
American Act, and he suggested that in default of legislation to
this effect the Buy American Act should be applied on a case-by-
case basis. He felt that Executive action would be regarded as an
invasion of Congressional prerogatives, to which Mr. Flemming
agreed. After Mr. Randall indicated that he had no strong feeling,
the President upheld the Attorney General’s view and favored sub-
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stitution of a clause calling for determination on the basis of a rea-
sonable percentage depending on the circumstances of each case.

Mr. Flemming cited a possible conflict between the message and
the forthcoming recommendation of the Subcommittee on Minerals
Policy,? but Mr. Randall made it clear that the report and the mes-
sage did not preclude use of tariffs to support domestic mineral
production for reasons of the national economy; rather it ruled out
only use of tariffs as a means of subsidizing defense industries. Mr.
Randall responded to another query by Mr. Flemming to the effect
that the Commission had carefully considered and decided against
a recommendation to have the Tariff Commission in its proceedings
take into account broad factors of foreign policy, etc.

[Here follows discussion of other matters.]

3 Apparent reference to the Cabinet Committee on Minerals Policy. See also the
editorial notes, pp. 1116 and 1257.

Editorial Note

On March 30, 1954, President Eisenhower submitted to Congress
a special message containing recommendations concerning United
States economic foreign policy, based largely on the Randall Com-
mission’s report. For text of the President’s message, see Public
Papers of the Presidents of the United States: Dwight D. Eisenhow-
er, 195}, pages 352-364; Department of State Bulletin, April 19,
1954, pages 602-607; or House Document No. 360, 83d Cong., 2d
sess.

PPS files, lot 65 D 101, “Economic Policy”

Paper Prepared in the Bureau of Economic Affairs?

OFFICIAL USE ONLY [WasHINGTON,] May 17, 1954.
ForeicN Economic RELATIONS OF THE UNITED STATES?

The basic aim of our foreign policy is to improve the security and
well-being of the US. This objective is generally accepted and un-

- 1Drafted by Isaiah Frank of the Office of Economic Defense and Trade Policy, in
response to a request from Director of the Policy Planning Staff Bowie for a paper
on the subject for Secretary Dulles. Forwarded to Bowie under cover of a memoran-
dum by Deputy Assistant Secretary Kalijarvi, dated May 17, which reads in part as
follows: “As you are aware, the paper has gone through several drafts. Although I
realize there never will be a ‘final’ draft, the present version is a result of a most
careful review in E and, in my opinion, represents a useful effort to set down where
we stand on the subject.”
2 Title sheet is not printed.
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derstood. What is less widely appreciated is the fact that our inter-
- national economic policies are a major instrument for achieving
this objective. In fact, unless we can regain and step up the initia-
tive in the foreign economic field, US leadership in the free world
is threatened. : ‘

The purpose of this paper is threefold: (1) to indicate the role of
US foreign economic policy in our total foreign policy; (2) to explore
the general requisites of effective economic leadership; and (3) to
suggest some specific steps toward a positive program to capture
and maintain the economic initiative in the free world.

THE ROLE OF U.S. FOREIGN ECONOMIC POLICY IN OUR TOTAL
FOREIGN POLICY

There is a ready acceptance of the fact that our political and mil-
itary arrangements with other countries, such as the NATO, make
a direct contribution to the advancement of US security and well-
being. It is more difficult, however, to explain what it is about the
Schuman Plan? or the European Payments Union that should com-
mand active US support. And when it comes to such detailed mat-
ters as a proposed increase in the US duty on lead and zinc, or the
imposition of quota restrictions on imports of almonds or tung oil,
the connection with our broad foreign policy objectives seems
remote indeed. v

Why should the State Department, including on many occasions
its highest ranking officials, become concerned with matters which
are so technical or seemingly so unrelated in any direct way to the
effective conduct of our foreign affairs?

General Policies

The answer lies in the basic nature of our present foreign policy.
That policy is predicated on the idea that we strengthen US secu-
rity by solidifying our ties with other nations of the free world. Ac-
cordingly, we have built a web of relations which, taken together,
amount to an alliance among virtually all free world nations—
NATO, ANZUS, OAS, our ties with Japan, etc. But these ties are
not purely military or political. An alliance without economic un-
derpinnings would be inadequate and unreliable

Success in modern warfare depends upon the basic economic
strength of the nations involved. A modern war cannot be fought
without access to highly complex and expensive material and
equipment and without the means to support the civilian economy
at the same time. A country can maximize its ability to contribute
to a common military cause if it maintains a high level of produc-

3 For documentation on the Schuman Plan, see volume vI.
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tion through the most efficient use of its human and material re-
sources. But efficiency is reduced when each country tries to build
on its own resources alone. To the extent that a country insists on
producing things which it can purchase more cheaply abroad, it re-
duces the total quantity of goods available to it as well as to its
trading partners. The amazing productivity of the American econo-
my is in considerable measure a reflection of the fact that we have
in the US a vast common market virtually free from internal re-
strictions on trade and the movement of capital. Our efforts in the
international field to promote a freer system of trade and pay-
ments and a freer flow of capital are aimed fundamentally at
achieving a more efficient international use of resources and there-
by maximizing the economic and military strength of the free
world. ‘

Concerted efforts are also being made by the USSR to achieve a
maximum military potential by integrating the economies of the
countries within the Soviet bloc. A considerable measure of success
has been achieved through a centrally directed allocation and use
of resources for this purpose. The Soviet drive underlines the im-
portance of removing those restrictions and impediments which
stand in the way of the most efficient use of resources in the free
world. , , -

It is against this background that our support of the Internation-
al Monetary Fund and the General Agreement on Tariffs and
Trade takes on added significance. These are the instruments
through which we try jointly with other countries to establish a
world trading system that will provide the real basis for high
standards of living and a maximum contribution to military secu-
rity. There may be nothing dramatic about technicians from 34
countries spending months of laborious work negotiating an agree-
ment involving 8,800 tariff concessions. And it may take several
years or longer before the full economic effects of the action are
realized. But the fact that the results may be imperceptible from
day to day doesn’t make them less important. In setting our foreign
~ policy goals we look beyond tomorrow, and our foreign policies
must therefore also be directed to building the long-run strength of
the free world as well as to dealing with tomorrow’s crisis.

Our alliances with other countries of the free world consist of far
more than the provisions of formal agreements to which we may
jointly be party. The formal undertakings are in fact largely reflec-
tions of the sense of mutuality of interest shared by the peoples of
the countries involved. To the extent that this feeling is shaken by
economic fears or disputes, the military alliance can be weakened
or destroyed. :
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- Many examples of such fears or disputes could be cited. Foreign
governments and representatives are still deeply concerned and
preoccupied with the damages that might be expected in their
countries from a recession in the US. The pressure to impose re-
strictions on wool imports has created consternation in Australia.
Congressional demands to curb imports of petroleum raise doubts
in the minds of Venezuelans as to whether we really care about
the welfare of their country which is so closely tied to oil exports to
the US. Relatively small actions, such as the failure of the low-bid
English concern to obtain the government contract for the Chief
Joseph Dam, have given rise to tremendous ill feeling abroad. Such
actions and the retaliations to which they give rise create an at-
mosphere inimical to the building up of political and ideological
loyalties among peoples. And without strong loyalties political alli-
ances remain fragile at best. . _

In our efforts to prevent actions harmful to the free world secu-
rity system we face the practical dilemma posed by the conflict be-
tween the special and often short-run interest of particular domes-
tic economic groups and the more general longer-run national in-
terest in free world strength and solidarity. Much of the time and
energy of the people concerned with foreign economic affairs is de-
voted to assuring that in resolving these conflicts the longer-run
national interest is adequately taken into account.

In our efforts to build the strength of the free world, we have
had constantly to recognize risks short of outright warfare which
may imperil our ultimate plans. They include the transfer of politi-
cal power to unfriendly hands as well as the risks of internal sub-
version and defection in strategic areas. Areas in which such risks
exist are spotted around the globe. In the underdeveloped areas a
continuous frustration of the desire for growth can bring these dan-
gers to the surface. ' : :

Increased Soviet efforts at subversion are now directed to the
people of underdeveloped countries. The Communist appeal runs
largely in terms of the hopelessness of the present economic situa-
tion of the masses in these areas and their subservience to the eco-
nomic, political and strategic needs of the US. Since many of these
areas have never known political democracy in our sense, a coun-
terappeal in terms of the advantages of Western democracy is apt
to seem abstract and not too meaningful. What is needed is steady
economic improvement and the creation of a sense of hope for the
future.

To be effective a program for the underdeveloped areas must
appeal to these basic aspirations. Unfortunately, the instruments
available to the US are not entirely adequate in relation to the job
to be done. They consist of the technical assistance program, a
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~ modest amount of economic aid, mostly in Asia, the temporary
availability of agricultural surpluses, the lending activities of the
Export-Import Bank, and our participation in the International
Bank. Although their importance should not be minimized, these
various forms of public assistance, taken together, contribute only
a small portion of the resources that underdeveloped countries
need for economic growth. An additional contribution is, of course,
made by US private capital but, outside of Latin America and the
oil countries of the Middle East, private US investment in underde-
veloped areas has not been substantial. Moreover, private capital
can be influenced by US action to only a minor extent. It has to be
attracted by the foreign countries themselves. And the principal
deterrent—the uncertainties engendered by the present tensions—
are outside the control of the underdeveloped countries. ‘

A basic problem we face in underdeveloped countries is that eco-
nomic improvement depends in large part on policies pursued by
the local governments. Proper policies on their part can greatly in-
crease the effectiveness of our contribution. In fact, the direct aid
programs constitute to a considerable extent the means through
which we attempt to induce other countries to take appropriate
action. It is in this sphere that some of our most difficult and deli-
cate economic activities are conducted. While recognizing and re-
specting the diversity of values and institutions in other countries,
we must foster the adoption of policies conducive to local invest-
ment and initiative and the establishment of a rational system of
priorities in development programs. We must encourage appropri-
ate monetary, fiscal, and other policies in order to help trigger off a
development process in economically stagnant countries and to
cope with the danger of run-away inflation in economies undergo-
ing rapid development. And at the same time we must avoid even
the appearance of “intervention.” ' :

We aim to improve our security not only by building the
strength and cohesiveness of the free world but also by retarding
the build-up of Soviet economic power internally and the extension
of Soviet influence beyond the Iron Curtain. We seek to accomplish
these objectives through a cooperative system of strategic trade
controls and through specific efforts to prevent the growth of a
dangerous reliance on trade with the Soviet bloc on the part of free
world countries. I R

The ability of other countries to refrain from selling strategic
goods to the Soviet bloc depends in good measure upon their ability
to market such goods elsewhere in the free world. Similarly, the
avoidance of undue general reliance on Soviet sources of raw mate-
rials and on Soviet markets depends on the extent to which other
channels of trade remain open. : :
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But the task of keeping the channels of trade open runs squarely
into the same conflict of interest to which we have already re-
ferred. While seeking to reduce the present heavy reliance of Finn-
ish trade on Soviet markets, the US is considering the imposition
of anti-dumping duties on imports of Finnish hardboard.. While
seeking to prevent Italian dependence on Iron Curtain markets for
its agricultural products, the US has imposed a quota on almonds
and filberts and has subsidized exports that compete with such tra-
ditional Italian products as oranges and lemons. Many other exam-
ples could be cited. It is the task of the Department to bring into
sharp focus the conflict between proposals for such actions and the ,
achievement of our foreign policy objectives so that in the last
analysis decisions are made in terms of the totality of the US na-
tional interest. SR o

Some Specific Area Policies ’ ‘ ;
The achievement of many of our specific foreign policy objectives
for particular areas can be advanced through programs primarily

of an economic nature. _ e

In1Western Europe, for example, the US has been fostering closer
political and economic integration as a means of more fully devel-
oping the strength of the area commensurate with the richness of
its human and material resources. In addition, it is realized that
the most practical way to permit Germany ‘to assume her role in
the common defense without alienating France and Benelux is to
merge Germany into a larger complex of Western European na-
tions. i .

The major concrete step already taken in this direction has been
the establishment of the Coal and Steel Community. In this organi-
zation Germany, France, Italy and Benelux have each relinquished
to a supra-national body powers over basic industries such as have
never before been yielded by sovereign governments. Without af-
firmative US support from the beginning, it is unlikely that this
unprecedented step could have been taken. At the present critical
time when the fate of the European Defense Community hangs in
the balance, the US is seeking to strengthen the Community of Six
by providing a substantial loan to the High Authority of the CSC
as evidence of our faith in the European integration movement.
The link between economic action and political objective is direct
and clear. ‘ h

For Western Europe as a whole the US has encouraged closer
economic ties through the elimination of national trade and pay-
ments barriers. Under the OEEC trade liberalization program, sup-
ported by the credit and clearing arrangements of the European
Payments Union, most nations of Western Europe have gone a long
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way toward eliminating quantitative barriers against each other.
But the success of further measures in the same direction depends
heavily on the example provided by the US. The fact that the US
restricts the imports of chemicals and cheese, for example, has in
practice armed the chemical and cheese producers of Western Eu-
ropean countries with a powerful argument for resisting their Gov-
ernment’s efforts to reduce similar restrictions within Western
Europe. . , g

In the Far East our security plans include the development of
Japan as an outpost of strength in the free world’s efforts to stem
Soviet aggression in that area. To achieve this objective, Japan
must assume the major responsibility for her own defense and
become a defense base for the area as a whole. These military ob-
jectives cannot be achieved, however, unless the Japanese economic
position markedly improves. = ,

With an arable land area less than that of California, Japan
must support a population of 86 million. Under these circum-
stances, Japan is dependent on international trade. She must
export in order to earn the currency she needs for her vital food,
raw material, and other imports. But today Japan’s trade is seri-
ously out of balance. ‘ o
~ The Japanese trade deficit in 1953 was over a billion dollars.
Much of this deficit has been made up in recent years through our
special expenditures in Japan related to the war in Korea. With
the end of the fighting in Korea, the slack will have to be made up
either through subsidy by the US tax-payer or by developing ade-
quate trade possibilities within the free world, especially within the
area of South and Southeast Asia which has many of the physical
resources needed by Japan. The latter solution is obviously the de-
sirable one. It is rendered especially difficult, however, because of
the natural attraction of trade with the China mainland and Man-
churia, important trading areas for Japan before the war.

Here again we have a military objective which can only be met if
certain basic economic adjustments take place. Through our for-
eign economic policy we have been seeking to bring about the nec-
essary adjustments. ‘ p *

We have assisted in the economic development of the region, the
ultimate results of which should raise standards of living and in-
crease the market for products of the free world, including Japan.
Steps are now being examined to aid in the modernization of Japa-
nese productive facilities through the extension to that country of a
program of industrial technical assistance. s

Of major significance have been our efforts to influence the
degree of access offered to Japanese goods both in the US and in
other free nations. In the process we have encountered opposition
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from domestic interests (e.g. the West Coast tuna industry) and a
deep fear of a resurgent Japan on the part of Australia and other
countries in the area. Nevertheless, some limited success was
achieved last year under US pressure when the contracting parties
to the GATT permitted Japan to associate with the group and al-
lowed her to acquire some of the rights of a contracting party.
Major further strides can be made through concrete steps on the
part of the US to lower its own tariffs on Japanese ‘goods and
through making concessions to third countries which in turn will
make it possible for them to open up their markets to Japanese
goods. We are now seeking the authority to take this initiative.

In Latin America the US has promoted over the years a program
of hemispheric solidarity. Our purpose has been to have friendly
republics with strong economies south of our border that would
give support to our general international policies, provide appropri-
ate military support in time of war, and facilitate exports to us of
strategic materials. These are primary US objectives in the area. In
addition, we have sought to insure profitable opportunities for
trade and investment in Latin America. While our primary objec-
tives are political and strategic, the means for achieving them are
primarily economic. : ‘ ‘

The Tenth Inter-American Conference* at Caracas serves as an
excellent example of this relationship between our total foreign
policy and our foreign economic policy. Our principal objective at
Caracas was to obtain the concrete expression of hemispheric soli-
darity that was embodied in the anti-communist resolution. It was
apparent, however, that the willingness of some of the Latin
American countries to follow our lead in political matters was
closely linked in their minds with the expectation of some concrete
evidence of US willingness to contribute more fully to the solution
of the major economic problems confronting the area. It was in rec-
ognition of this sentiment that Secretary Dulles devoted almost
two-thirds of his speech® in the Plenary to economic matters and in
addition made a personal appearance before the Economic Commit-
tee. US acceptance of the suggestion of a Special Economic Confer-
ence to be held later this year at Rio®¢ was also widely interpreted

*For documentation on the Tenth Inter-American Conference, held in Caracas,

Mar. 1-28, 1954, see vol. 1v, pp. 264 ff.
® Reference is to the address delivered by Secretary Dulles at the Second Plenary
Session, Mar. 4, 1954; for text, see Tenth Inter-American Conference, Caracas, Ven-
ezuela, March 1-28, 1954: Report of the Delegation of the United States of America
. With Related Documents (Department of State Publication 5692, Washington, 1955),

pp. 43-51.

¢ Reference is to the Meeting of Ministers of Finance or Economy of the American
Republics as the Fourth Extraordinary Meeting of the Inter-American Economic
' Continued
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as an acknowledgment of US interest in the problems of trade and
economic development which are of central concern in Latin Amer-
ica. Our preparations for the Rio Conference have provided us with
the occasion for a searching re-examination and reformulation of
our economic policy toward Latin America with a view to making ’
it a more effective instrument for promoting our general objectives
in the area. .

The foregoing examples illustrate the intimate link between our
foreign economic policy and the attainment of our broad political
and military objectives. It follows that the effective conduct of for-
eign affairs can only be achieved if we adopt a bold and construc-
tive foreign economic policy designed to strengthen the economic
underpinnings on which the security of the free world rests.

UNITED STATES ECONOMIC LEADERSHIP

The US occupies a position of economic leadership regardless of
its wishes. The question is whether it uses this position for good or
for harm—that is, whether it uses it to build or to undermine the
strength and cohesiveness of the free world. It hardly seems possi-
ble that in its present position US economic policies could operate
as merely a neutral force.

Sensitivity to US Economic Conditions and Policy

The predominance of the US in the world economy is well
known. With only six percent of the world’s population, we account
for well over forty percent of the world’s output of goods and serv-
ices. We generate as much as two-thirds or more of the world’s sav-
ings. Our foreign trade amounts to between fifteen and twenty per-
cent of the world total. We are the largest single supplier to, and
the largest single market for, a very large number of individual
foreign countries. Accordingly, the course of economic conditions in
the US and the policies we pursue in the international economic
field assume tremendous importance in terms of our relations with
our allies. ' T

In 1949 we had a slight recession here—a drop in our national
income of 3.4 percent. We hardly noticed it. But during this mild
adjustment Western Europe’s exports to the US dropped almost 22
percent. Chile’s sales to us dropped 36 percent and Australia’s 34
percent. Changes of this degree rock the economies of friendly
countries, directly affect the jobs and well-being of their people

and often create threats to political stability. , o

and Social Council (commonly referred to as the Rio Economic Conference), held at
Quitandinha, Brazil, Nov. 22-Dec. 2, 1954; for documentation on the meeting, see
vol. 1v, pp. 313 ff. ey S : : :
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It is not easy for Americans to appreciate this great sensitivity of
other countries to even small changes in economic activity in the
US. While we ourselves have suffered severe declines, they have
not in our lifetime been induced by economic forces stemming pri-
marily from abroad. The US is relatively invulnerable to economic
shocks originating in foreign countries. Our foreign trade and in-
vestments, though of major importance in certain particular lines,
are in the aggregate such a small portion of our tremendous na-
tional income that the US is in a position to withstand external
shocks with only minor disturbance. This relative invulnerability
to changes from abroad is a reflection not only of the great size and
diversity of the American economy but also of the high degree of
resiliency with which a free enterprise and free market system
reacts to those changes which do occur.

In most countries other than the US, the economic well-being of
the population is much more heavily dependent on direct earnings .
from international trade and is therefore affected to a much great-
er degree by changes both in the physical volume of trade and in
the prices of internationally traded goods.

This dependence is dramatic in the case of many underdeveloped
countries whose foreign exchange earnings are highly concentrated
in a few primary materials. Sixty percent of Brazil’s export earn-
ings are derived from coffee; for Chile 51 percent are derived from
copper; for Columbia 78 percent from coffee; for Cuba 82 percent
from sugar; for Venezuela 97 percent from petroleum; for Egypt. 89
percent from cotton; for Indonesia 95 percent from tin and rubber;
for Ceylon 78 percent from tea and rubber; for Iraq 80 percent from
petroleum; for Pakistan 87 percent from cotton and jute.

Access to foreign markets is also far more vital for other highly
developed countries than it is for the US. Though large in absolute
terms, US exports constitute only about 5 percent of the national
income. For the UK exports amount to 21 percent of the national
income; for Canada 26 percent; for Denmark 27 percent; for the
Netherlands 46 percent; for New Zealand 37 percent; for Australia
21 percent. B

In the light of the foregoing we can understand why it is that an
American discussion of restrictions on wool imports is front page
news in Australia, although it is barely known beyond wool circles
in the US. A US decision to subsidize the disposal of dairy products
abroad is important domestically primarily to our dairy interests.
It becomes a matter of the greatest moment, however, to the entire
population of a country such as New Zealand, one-quarter of whose
" exports consist of dairy products. ; ,

Exporting countries can contemplate subsidies by countries other
than the US without fear; but subsidization by the US is cause for
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alarm. If carried to its ultimate conclusion—the disposal of our ag-
ricultural surpluses regardless of international consequences—the
end result could be virtually the economic destruction of other
countries dependent on the export of agricultural products. The de-
cision by the US to dispose of its surpluses abroad, either through
gifts and special aid programs or through the simple device of sell-
ing at a loss, has brought a flood of inquiries and representations
from Canada, Argentina, Australia, New Zealand, the Netherlands,
Egypt, Turkey and others. Promises that we would use our vast
power with restraint have only been partly reassuring. Our posi-
tion of economic leadership requires that we be certain that deci-
sions taken for reasons that may be responsive to domestic pres-
sures do not sacrifice the solidarity of the free world.

Psychological and Propaganda Factors

It is not only the actual or potential consequences of US econom-
ic policies which cause them to assume such magnified importance
abroad in terms of our political and security ‘objectives. Certain
psychological realities must also be taken into account. Because the
US is so big and so strong, it is expected by other nations that we
will act more in terms of the common interest of the free world
than in terms of a narrow conception of US self-interest. When
countries other than the US take action which in the short-run

furthers their own interests at the expense of their neighbors, it

may be quickly forgotten. The same action on our part is regarded
as a breach of the standards of responsibility which nations asso-
ciate with our position of leadership. '

‘Because friendly countries are conscious of the tremendous
power of the US for economic good and economic harm, they are
especially sensitive to the importance of prior consultation before
we take decisions that can affect their welfare. One of the most im-
passioned speeches at Caracas was that in which Chile protested
the allegedly inadequate US consultation with respect to the strate-
gic embargo on copper exports to the Soviet bloc. Copper exports
are vital to Chile’s economic welfare and there is no question but
that the embargo hurts. But it was the lack of adequate consulta-
tion that rankled most. The Chilean speech struck a responsive
chord in many other countries. , ‘

Much of the harm that might have been done to our internation-
al relations by our surplus disposal operations has been prevented
by our promises to consult affected countries before we act. But the
need to act quickly may tempt us to make our own appraisal of the
effect on friendly countries and to act without consulting them. If
we yield to this temptation, our previous promises to consult will
be the cause for new grievances. Even very slight damage to the
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economy of a friendly country may create a breach in relations
that will be difficult to repair. : .

US policies which damage the interests of our allies, or which
create doubts as to where their interests lie, are not only in them-
selves destructive of free world unity. They constitute propaganda
weapons in the hands of the Communists in their program-of divid-
ing and conquering the world. : o
~ Stalin, before his death, sketched in rough outline the way the
Communists hoped that the disunity of the free world could be
achieved. He saw the crisis in terms of inevitable trade conflicts be-
tween the nations of the free world. Stalin may be dead, and the
music coming from Moscow may be soft and sweet. But the recent
moves of the Kremlin clearly indicate that it intends to’exploit to
the full weaknesses and divisions in the economic structure of the
free world. L

Malenkov in his report to the 19th Party Congress on October 5,
1952 stated: o . o
~“American imperialism is acting today not only as an interna-
tional exploiter and enslaver of nations, but also as a force that is
disrupting the economics of the other capitalist countries . . . it is
wrecking the historically established multilateral economic ties be-
tween the capitalist countries and replacing them by unilateral ties
between these countries and  the US. Boosting their exports
through the most unscrupulous ‘dumping while at the same time
closing their home market to foreign goods . . . the economic policy
pursued by American imperialists is bound to aggravate the an-
tagonisms between the US and other capitalist countries.””

The leaders of the Soviet Union are ‘apparently proceeding on the
theory that economics is the Achilles heel of the West.

A few illustrations drawn from the trade policy field will show
how the Soviet world has sought“to exploit recent US actions.
When steps were initiated in the US to restrict imports of Austra-
lian wool, the Soviet Union for the first time in two years entered
upon a program of buying wool in the Australian market. When
the Department of Defense turned down the low British bids for
the sale of generators and transformers for the Chief Joseph Dam,
the Soviet Union, Bulgaria, Poland, and Rumania offered at the
ECE meeting in Geneva to buy electrical equipment, including

transformers and generators, from the UK. When, in the spring of :

1953, imports into the US of dried whole milk were embargoed and
a comprehensive list of dairy products were placed under quota,
representatives of two Soviet bloc countries immediately offered to
buy Swedish dried whole milk. When the US imposed a quota on

7 Ellipses in the source text.
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almonds and filberts, while at the same time subsidizing exports of
oranges and lemons, Czechoslovakia and Bulgaria offered to buy al-
monds, lemons and oranges in the free world. When the US, as a
result of an escape clause action, raised the duty on Turkish figs,
Czechoslovakia offered to buy figs from Turkey. When a counter-
vailing duty was imposed on Uruguayan wool tops and when pres-
sure was exerted to curb other imports from Latin America, the
Soviet Union pressed for the completion of a trade treaty with Ar-
gentina. s : ) ‘

- This pai(rtial"‘list of the many opportunities seized upon by Com-
munist propaganda makes clear the Soviet intentions to use eco-
nomics to divide the free world and to conquer it by peaceful
means if possible. Victories on the battlefields would be hollow
indeed if we lose the struggle in which we are now engaged on the
economic front. Survival of the free world may depend upon the
way in which we use our position of economic leadership.

The Requisites of Economic Leadership :
It is easier to point out the pitfalls to be avoided than it is to lay

" out an affirmative and constructive foreign economic policy com-

mensurate<with our leadership. in the free world. There are, howev-
er, five essential ingredients in such a policy. ‘

(1) The US must maintain a high level of economic activity at
home. This is a responsibility which derives not only from consider-
ations of domestic welfare but equally because of the effects of a
decline in US economic activity on the well-being of friendly coun-
tries. A serious depression in the US is still pathologically feared
by most countries of the free world. If it should ever materialize,
the achievement of our foreign policy objectives would literally be
imperiled. ‘ S EaEE R
- (2) To a greater extent than heretofore, the US should discuss in
advance and in a spirit of genuine consultation with friendly for-
eign governments, any contemplated US actions significantly af-
fecting their economic well-being. Part of the sting can be taken
out of actions adversely affecting friendly countries when advance
consultation is held and the necessity for the action explained.

(3) The US should consider courses of action in terms of ‘the
common interest of the free world rather than in terms of a
narrow conception of US self-interest. Official recognition has been
given to this principle in connection with tariff matters. The escape
clause and peril point provisions of our tariff legislation are de-
signed to mitigate injury to our domestic lproducers from tariff re-
ductions. In commenting on these, I shall carefully consider the
findings and recommendations of the Tariff Commission. My re-
sponsibilities for the welfare of the nation require that I continue
to base my decisions at times on broader grounds than the Tariff
Commission is empowered to consider.” e

(4) The US should adopt a fairly long-run view of what is in the
common interest, implying a willingness to take constructive eco-
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nomic action even in the absence of imminent crises. The massive
relief and economic aid programs of recent years to Europe bear
testimony to the ability of the US to respond quickly and effective-
ly to situations of crisis. Now that these programs are tapering off,
our position of leadership will be tested by our initiative and stead.
fastness in pursuing the same goal of strengthening the free world
through measures which will generally be less dramatic and more
conventional. Our policies looking toward freer trade, multilateral
convertibility and economic development should be strengthened
even though those policies are designed for the long pull.

(5) The US should assert an affirmative interest in the economic
well-being of the free world as something which is good in itself
and not merely as a defense against Communism. This is both good
policy and good propaganda. As propaganda, the Communists have
used it effectively in constantly giving voice to a concern for the
poor, the “downtrodden” and “exploited”. In terms of policy, we
cannot afford to be purely on the defensive. Even if there were no
Communist threat, it would be in our interest to promote economic
development in underdeveloped areas and raise the general level of
production and trade in the world. The worst mistake we can make
in this connection would be to link our constructive economic pro-
grams so directly and obviously to our military objectives as to
raise doubts in the minds of free world countries as to whether we
are really interested in economic welfare as something which is
good in itself (e.g. recent proposals that aid to India ‘be cut off be-
cause of India’s refusal to permit the flight of troop planes over
Indian territory). - : » v
STEPS TOWARD-A POSITIVE PROGRAM
A Basic Dilemma . ‘ =

~In trying to translate these general principles into a bold and af-
firmative program of action, the US faces a basic dilemma.

Our conception of the proper role of government in economic af-
fairs is much more narrow than that of most other countries. In
peacetime we tend to think primarily in terms of private action
rather than in terms of governmental capabilities. For us the
major normal function of government in the economic sphere is to
provide an environment in which private enterprise can flourish
free from artificial restraints. This basic creed we carry over into
our economic relations with other countries. Our principal specific
objectives relate to the removal of artificial restraints on the move-
ment of goods, services and capital, whether publicly or privately
imposed. We seek to reduce tariffs, eliminate quotas, get rid of car-
tels, do away with exchange restrictions, get rid of restraints on
foreign investment, etc. The burden of the program is that the gov-
ernment should interfere as little as possible with the free market,
but should act as the promoter and guardian: of conditions under
which the market can operate most effectively. :
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This conception of the role of government is not shared by many
other countries of the free world. To these countries, therefore,
there appears to be a contradiction between our vast responsibil-
ities as leader of the free world and what seems like the absence of

a bold, positive and constructive program except in time of emer- °

gency. It is this difference in basic premises as to the function of
government that gives rise to a great deal of misunderstanding and
disappointment abroad in regard to our economic policies.

Two examples will serve to illustrate the problem. Raw ‘material
producing countries expect us, as the largest consumers of raw ma-
terials, to take affirmative action to stabilize the markets for their
products. In reply we have pointed out how attempts to interfere
with the free market in domestic agriculture have gotten us into
major difficulties, how the most constructive contribution toward
greater stability which we can make would be to avoid procure-
ment practices which disturb world prices and to temper the fluc-
tuations in our own economy. Similarly, some underdeveloped
countries expect the US itself to assume a major financial obliga-
tion for economic development. Our position has been, however,
that private capital must provide the main source of foreign invest-
ment. Except for special situations, the direct US contribution
should be limited to technical assistance and a limited amount of
public lending. In many foreign countries, particularly in the un-
derdeveloped areas, these policies give rise to a feeling that the US
has not measured up to its res