"trade with the free world is an expedient and sust
be conducted within , tional framework of self-

sufficiency for the Cossmmist .
fieason: Do not believe facts justify conclusion that Russians
conduct foreign t.rada to achieve, "the maximum degree of Bloc

self-gufficlency.” Doctrine of seif-sufficlency undoubtedly
imposes 2 strong restraint on trade, however.

Page 5, peragraph 3. Suggest modifying to read,

"The large volume of capitel construction pro-
jected urder the plan would be greatly assisted by

puarchaser of foreign equipment,” etc.

Reason: Believe statement that plan can only be achieved by
vast m purchase of foreign equipment is too strong.

Suggest deletion of sentence reading,

"while most-fuvored pation treatment with regard to
customs duties hes no meaning under conditions of state
monopoly, in our comtry, the meaning goes considerably
beyond customs matters.”

Reason: Most-favored nation tariff treatment would substantially
increase Soviet dollar earnings from exports. Thus, MFN treatment
has a very real meaning even wnder conditions of state monopoly.

1 ph 1. We have written in the figure, $1.0
billion for total trade with underdeveloped areas. This is
195?%51*1953&. The technician figure has now risen to 2,800

You mey wizsh to add that Khrushchev is

uithhisha&ministem, discuaging with the
Fimnniah pmmmt, the palitical concessions which that country
must make in order to continue to do busivess with the Soviets.
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UNDER SECRETARY OF STATE
FOR ECONOM!C AFFAIRS

WASHINGTON
January 22, 1959

Dear Allen: W M

Here is a eag; of the speech I plan to
deliver before the Mississippi Valley World
Trade Council in New Orleans on January 27.

The Secretary feels this is an important
opportunity to explain our views before the
Russians distort Mikoyan's talks with us in
the course of the Communist Party Congress.

We would all very much appreciate any
comments you or any of your staff may have
on this draft.

Best wishes.

Sincerely yours,

Douglas Dillon

The Honoxable
Allen Vi. Dulles,
Director,
Central Intelligence Agency.
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Address of
Undew Secretary C. Douglas Dillon
Before the
Mississippi Valley World Trade Council
New Orleans, January 27, 1959

LRAFT

GEALITIES OF SOVIET FUREIGN ECONOMIC POLICIES

It is a genuine pleasure to return to thig gracious
city, where you have always excelled in establishing
¢cluse, personal vkbidddibidd clations with the peoples cf
sther lands. Your bukiness community, in particular, has amply
demunstrated how much an alert and internationally-minded group
of private cltizens can accompligh in strengthening ties with
the rest of the Free World. The projected new building to
house the International Trade Mart, now celebrating its
centh anuiversary, will stand as a monument to New Orleans's
energetic cfforts to promote world trade and friendship.
Although your attentions are principally directed
toward Latin America, Western Eurcpe and Japan, I am sure
that you have been keenly aware of the recent flurry of
interest throughout our country in the question of trade with
the Suviet Union.
Cansi&eragle public atteation has been focussed on this

complex subject as a result of the adroit daclarations of
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Deputy Soviet Premier Mikoyan during his well-publicized excursions
to some of cur major industrial and business centers.
Mr. Mikoyan¥s glowing generalities were only the most recent
moves in the latest Soviet campaign for U. S. trade, which
began with Soviet Premier Khrushchev¥s letter to President
Eisenhower last June. In that letter, you will recall,
Khrushchev proposed a significant expansion of United States-
Soviet trade, claiming it could amount to "several billion
dollars over the next several yeaxs."

What lies behind this renewed talk of trade by the
Soviet leaderas?

1 propose today to examine the hard realities of Soviet
foreign economic policles -- both with the industrialized
West and the newly-developing areas of Asia, Africa and
Latin America -- and then outline your Government's position
regarding trade with the Soviet Union. I shall also discuss
the mutually-bencficial trade and other programs we are
pressing forward to help the newly-emerging countries achleve
a satisfactory rate of manerial\grcnth.under freedonm.

It i3 axiomatic that a natisg's foreign policy, including
its economic component, is a projection of domestic policies

\'\\~
and institutions. The Soviet Union is a totalitarian
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-dictatorship, firmly ruled by a small elite in the Communist
Party, which is dediated to eventusl Communist world domination.
Economically, the Soviet Union is characterized by state
ownership of land m and the means of production, state
control of the labor force, and subordination of the gonsumer's
interest to the rigid demands of overall state planning.

As an integral part of Communist strategy, the men in
the Kremlin manipulate the Soviet economy to achieve maximum
growth of heavy industry under forced draft. Their ebjective
is starkly simple: the achievement of industrial as well as

military world supremacy. Their method: investment in

heavy industry at the expense cf the Soviet consumer. Despite

scme recent dmpmama improvement in living standards, relatively
small doses of the benefits of increased capacity have been
doled out tu the Soviet citizen., Purpose: to maintain
incentives in the labor force to make further efforts under
farced draft.

Now, what role does foreign trade play in the Soviet
scheme ©f things?

In keeping with the totalitarian nature of the Soviet
regime,
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/.‘:e oi the Communist leanlara' Tirst moves waa te establish e .hﬂ :
monopoly over foreign trade. This wad dm dglj}rerately to insulate
‘the Soviet economy from world market iorcea and allow Soviet planners
to escreise full control over. m domestic onmw. Equally ﬁlﬁpwm‘
was the Tact that the monopoly. permitted the Soviets conaideraola
hﬁtude for appwtuniatic de:aling ’ld.t.h the Western world, to their
owr sconomic an. solitieal éwan‘cag;e. |

“rom the very pecinning of the 3075.0‘5 hduatrigli#ation drive,
Yorei:n tgsde was bent to the task of .’mport,in& heavy mchimw and
equipment incerporating the lateSﬁ techrolopical advances developed
in otier countries. Consumer goods were virtually eliminated in ﬁmr
of basic industrial equipment. These imports oi the :::.esam;c of pmd#ctim
have enabled tue Soviet Union to launch mew industries at levels of
development which took the West years to iﬁchieve.thrwgh costly research
and development. o

Thus, by tapping the sdvances techmloe;r of the West in the early
' I’nirti&s, the Soviet Union was able to gain yesrs in terme of aconmnic
- development, Soviet leaders, includ:{ng kr. Mlkoyan on his recent visit
‘to Detroit, have publicly recegxﬁ.zed thig niastoric ract.

The west should récornize another, equally historic fact: to
Soviet planners, trade with the I'ree world is an e:q;ediénﬁ émr;‘: must
be conducted 80 as to achieve the mavimum . degree of Communist bloc
seli-surticiency. et me remind yhﬁ that once tne Joviet planners
completed their procurement progran xroa ths West in the eari.y ’rhirties, '
| trade with the outaide world fell off drastically In & single year,

- 1932, our own sales to the sm.g Gnion droppad from §100 milldon o ‘,
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$12 mlllim. Tney have never mained a mable 1151!&1, except
dnring Harld wWar 11 and the immediate poat-vm years, when, as m will
recall, tois cmmtry shippad some 310 mlivm worth of ._aend-Lenaa and
UNRRA FOGdB 0 tha Soviet mim. : |

It scems clesr that wm.t Hunr:. Khrushchev and bﬁkegmn propose ‘
today is a repetition of the pattern of the Thirties. Tha basic economic
reason behmd their apparani: sericusness of pwpose in ﬁlting af increased
trade ima in the new Seven Year le whieh is being unvailsd -~ and
nas bee;n neralded by Soviet laadern as a mjcr step toward accumplim~
ment ol their annownced goal of WW"M and mpaning the Mted
States. | A |

“rom what we know of the plan o far, it sppears that the Soviet
consuricr wlll continue to be short-chenged in favor of another major -
industrisl leap forward., The large volume of capital cemstruction pro-
Jected uncder the plan will requim vaiuy 1ncreued purchues of foreign
equipment and technology for such induntnea as petro«-chemﬁ.cnls, which
are being given fresh emphasiz. Soviet leadars are once agein cmmting
on appenlu to the profit motive imarant in our free interpriss system
to enable them to obtain & large atuk of technology and equipment ..
and prefenbly m cradit. |
' kKrushchev himsell has uadeAthia abundaﬁtly clear:

in sy 1958, he stated that it would be "expadiém" to purchaﬁe,
plant and equipment for the chemical %ﬂry fram the "capitalist®
countries to avold wasting time on "t.he creation of plana and mast.aring
the promzction of new types of equipment,"” Bwn in hig letter to
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P’reaident Bdsenhover, ne suggested the pn'ﬁbilﬁy of lloing-iem credite
frem this ébuﬁtry. This suggestiom was schoed S§}hia Depﬁty, yb.¢ 
¥ikoyan, during the latter's official _éénv&sﬁiéna in M@§M-
Now, goods purchased by a country mast be paid for either by
exports or with fereign credita.‘vSoviet Ruﬁsia's'exﬁunta today «-
as in the Thirties, when the Caquxniata aqlé“grain st prices below

an giready depreesed world market,
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despite the fact that millions of Russian and Ukranian peasants

were dying of starvation -~ congist mainly of raw materiail sold

in bulk. Thus, because of its economic system, the world's

second largest industrial nation has the commodity export pattern
of an underdeveloped country. To such traditional exports as
wood products and manganese, have recently been added tin,
aluminum and benzine. The expansion of these sales in the Western
World to esrn needed foreign exchange has already proved injurious
to such traditional Free World exporters as Bolivia, Malaya,
indovesia and Canada. Manufactured goods have thus far been
offeved sparingly outside the bloc and maioly in politically
motivated trade with selected target countries of the free worid.
With the growth of soviet industrial capacity, this component

of their exports to the free world may be espected to increase.

Io view, therefore, of the Soviet state trading monopoly's
ability to seli commodities at beiow world prices, further
expansion of Soviet exports to the Free World is fraught with
sericus danger to our norxmal trading partners.

But, quite apart from Soviet pricing techniques, the raw
materials which constitute the buik of Soviet exports are largely

competitive with Free World producers, Therefore, Soviet

prospects of selling enough raw materials to pay for the large
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amount of equipment the Commpunist leaders evidently. contemplate
are, at best,din.

Hence, Kruschchev in his letter, and Mikoyan during his
visit, have, in effect, invited us to finance the coﬁtinuing
rapid expansion of the Soviet economy,

This is the essence of the current Soviet drive to increase
trade with our country. Despite his disarming statements in
public appearances on hig tour, it was clearly apparent during
my private conversations in Washington with Mr. Mikoyan that no
change has occurred in the Soviet approach to trade with the
West., His purpose was to Secure concessions from our Goveriment
to facilitate thecurrent Soviet pProcurement campaign.

Mr. Mikoyan was assured by every official he spoke with,
from the President on down, that this country has always favored
an expansion of peaceful trade between our two countriesi

We gpoke in the deepest sincerity.

But we pointed out that trade is the result of wutually
advantageous agreements between willing buyers and willing
sellexs, |

In this country, the conduct of our commerce ig in the

hands of private firms and private individuals.
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The Soviet state trading monopoly is at liberty under our
laws to enter our free warket and to buy and sell. Its Amexican
outpost AMIORG is established in New York and has wide commercial
contacts.

However, we cannot be expected as a cbunm:y or &s & people

to provide the Soviet Union with the sinews of war.
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We have only reeénﬂy cmpletéd,éaﬁ' second mjdr revision

of the list of stratogic mt.rim. As a ruult; the 1ist -
of geods whieh your Goverrmeat will not license for export
%¢ the Soviet blec has been pared down to an abseiute |
| minimuz, Actually, oaly about 10 percent of all our products
moving in international cumerce are subject %alemharge. o

In thie commection, I noted that Mr. Mikoyan cowlmad
of our system of ctrt‘wgic eontrols ~~ which is part of our defensive
' ﬁramewx_-k with our alliea. In Detroit, he said ‘in effect that only
such items as chewing gum, ﬁ;:ewood, and lmtifes are not clasei-
fled as strategic goods whose export [rou the United %ates to the
_ USSE 1s banned, Mr, Hikayan, a highly knowlmdgable man, well knows
that this is deliberately mialeading I suppose the real significence
of hls remark can be seen when I teu you that it was given uide
dissenination by the Soviet new agency, TASS. |

Nelther can we be expected to extend credits to the Sﬁviet -
Union while that counti-y is. in default to us on its past debts,

 Pgiwwbo long-tern private credits to a defaulting country
are prohibited by the Johnson Act, which was anacteﬁﬁs long myo
as 193&. There are, hawever; ample shart-térm erzdits availabls
to the Soviet state trading agency on normal commercial torms. -

1 should like to add that the demands for erxpanded "mamm;r ‘
from both public and private institutions ar&sing ont of our

efforts Lo assist the newly-dewleping countries of the iree wmrid
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are far greater than available fumia; : Mfore, the extension
| by the United Statn Government or its ciuam of credits which '
would be utilized to findnce the growth of a hostile Commumist
state w’:’_zose Premier has threatessd to "bury® us, would have
understundably low prioritj. |

r's Mikoyan has also alleged that we diaériwinaté against
- Soviet upaﬂs as a reml& ef the withdrawal of msst.-—favored-
nation treatment in 1951. Thia, he claima, has served to p).gu
higher tariff duties on Soviet exports to this country. In fact,
only & small proportion of Soviet exports are affected. Hore
importent, as I reminded Mr. Mikoysn, this action was taken by the
'Uniud 5tates Congress in the year foMg the outbreak of the
LOrean war. Z/ ‘While uosh-i‘avmum' tmtmm with regard to
customs duties has no meaning umiu' condiuem ef state momapoly,
in our country, the meming goaa midaubly boyon'* customs
mattars.w, The American pecple, acting throuch Sheir Cmgreu, wcﬁld
£ind it hard to sgain &mmhm the extension of. mbgt.fmarea.
- nation treatment 1o a country which comtinues to demonstrate its
hostﬁity and to thresten our n&iml-wcurity. | |
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Any change in this legislation % have to await a
definite fmprovement in the int:emtion.al pclitical climate,

I ghould like to emphagize that these issues together
with certaln minor techuical impediments affecting the
Importation of furs and crabmeat, do Aot constitute serivus
obstacles to trade if -- as the Sovier leaders allege =~
they truly desire o emmdmyﬁth the United Staces.

A broad range of peaceful goods is freely avallable
through normal trade channals to the Scviet Union, just as
these goods are readily available to our partners in the
Free World,

The first thing the Soviet Dnion should do if it wishes
to ezpand its trade with us is, quite simply, to gegiax begin
trading.

u:\@/)é e ((f

I will admit that estai?is shosewaml rm/?c,mmercial

relations with private fim/\ﬁoes not come easlly to a state
trading monopely. The Soviet leaders may wish to give some
sericus thouglt to taking steps designed to c.reat:e confidence
in the Amevican business community. Among r.hem, i wu}.d
suggesi:

First, Settlgg its outstanding debts with both private
firug and the Government,

second, permit a greater degree of access by private
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Amevican Lirxms (o Joth produclag asd conBaiing units in the

ceviet Union,

Toled, Lntreduce 4 Seememedisstre of predictayiiity in
Sivket ©ieign trade relations, by waxing public theiy Intenw
tlons Witn  sacect to speciiic goods which they intend to
puy & sell uiuer foredgn trade »lans,

.

Flourth, revamp Soviet patent and copyright legisiation
., %*fwx.,\‘mi-},&f
Ly provide ommewer protescion for private i-dustrisl propuTly

Yights a8 well as autbovs' sizhes.

x5

Fluplly, dewcnstrate firmec adhecence to .Nesic
Busless orineiplel <20

-~ lustead of directing tcade, as ouviec

Y sig i S . R ; ’ P ;
ALl B0 frequently @0, in the Antérsst of political exe

pEalenny,

i havg sald before thar the Usitao States weleomes
the possliilicy of increased trade with the Soviet Union, To
that ead, your G.oversment i8 prepareid at this time o digcuss
with & viet 1epresentatives cortaln measures which oo uld e
adopted with a winimes of delay. For exz&gbt:‘ \Nﬂ

fhe exchange «f trade delegations which would amuny other
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thinzs, serve to acquaint the American business communily
with items the Scviet trading apency would like to buy and <=
soll, andk£§ﬁagg§aLnL the people of the Soviet Union with
our owin products and market potential.

If the activities of these trade delegations prove to
be «f mutual advantage, we could then consider the exchange

cf trade exhiblts on a more or less regular basis and,

perhaps, the establishment of permanent trade cenlters, /§ush

measures should go far toward creating that feeling of mutual

confidence which is so important in international comserce.
Before 1 leave the subject of United States-Soviet

trade, 1 should like to emphasize what should be obvicus from

my earlier discussicn of the nature of Soviet foreign trade:
The major cbstacle to gn expansion of trade on a

mutually~beneficial and lasting basis is the whole crientaticn

of Suviet economic policy with regard to foreign trade., It

is the deliberate Soviet policy of styiving for self-sufficlency

and development in isclation from foreign trade which is

xpasux respongible for the fact that the second largest economy

in the wmtld expurts toc the Free World at the level of a

; \) 11,{.
. _ S
coumntry 7 “EUanmark.

When Soviet leaders talk of increasing trade with us, they

mean trade on thelr terms. In xmaksiyx veality, expanded trade
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with the Soviet Union would be trade on a one-way street =~
with all the signposts pointing toward Moscow.

I should like tc ask this:

Has not the Soviet Union reached a degree of development
in which it can accept the challenge of the marketplace?

I recognlze that for the Soviet Union to accept such a
challenge would require a massive revamping of its domestic
economy, including its price system.

Speaking for the United States, we welcome peaceful
competition and stand ready to match the efficiency and
the excellence of our Free Enterprise production with that

- of the Soviet Unionm.

I bave been discussing Soviet foreign economic polides
as they relate to the United States and cther Western indus~
trialized nations. I now turn to the newest aspect of
soviet foreign economic policies: The fimh Soviet Union's
massive and resourceful drive to pembm penetrate, and
eventually caputre, the newly-developing countries of Asia,
Africa and Latin America, through trade and aid techniques.

The political uses of foreign economic relations, for
whiclh the totalitarian Soviet monopoly is so well equipped, is

of gerious concern.
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satellites and Commmisgt Uhina, has extended Some 32.4 billion
in credits. Total trade with the aspiring nations has daubled:
to a level of «5/5 L7 j-g’{“ ~»* The number «f Scviet technicians

7 Feoo :
operating in Asia and Africa is now 256€, and it is growing

at a faster rate than the number of Americans. Skiilful
propaganda, highly publicized bilateral trade agreements,
and the exchange of trade delegations, have all been used to
support the Sinc~-Soviet economic cffengive.

The predominately goiiticcl motivation of this new
activity is obvious and has bsen freely admitted by Soviet
leaders. They have candidly said that the expost of
capital equipment 18 not amutually profitable. Eﬁrushchev
himgelf told a group of American Congressmen in 1955, and I
quote;

“We value trade least for economic reascus
and most for political purposes,®

It 18 clearly apparent that the Scoviet trade-aid drive

represents an expedient departure from usual Kremlin practices ==
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a dnparture an 3%2‘?&%@’1 for ml;, ;:cslinml puUrposes.

' szc weapons hav'e peen gkillfully vlended with Iﬂ.liﬁﬁl’?f
ass‘? siance and with proparanda activity an’ diplomatie noves

dﬂﬁi&nm to inflame local passicns ud to create and %ramﬁa
situations of arieia. The short-tewm objective is to prmwk% and
: capitalise on tensions betwesn the laa&-de?elw and the o
industrialised nations of the Free torld., The long range aim iay '
" to create a elimate and attimn in %he newly-emerging arcas 1
whicfx will be evmducive to ev»ntual Communigt take-over.

The ultimate demonstration of the use of eecnomic power to

: c;ohsalidate Boviet domination wag apparent in the case of tie
| ~astern -urcpean nations whlch wrs brought into the Soviet orbit
~since World war II.

How the Soviet leaders emm exert their economic inflnencé,
once it has been established in a free world country has been
demonstrated most recently in Finland. There, the Sovietz used
cconomic leversye to bring down a gevernment sm.ch they oppawé. .

is all of you are well nw@m, v;t‘he United States hss, for

. some years, been bullding & firm framéwark of economic relations
designed to help theif peoples of the newly-developing nations
help themselves in their struggle to 'whieve’ material progress as
free citizens of tryly .’md&paadent’ngtimu. The Soviet ofiensive
in'-t.?w underdeveloped countries has served to hq»it a greater

- gense of ur-ency in owr own relations with them.
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It is now an accepted impern;jm of our national policy thet
their aspirations confront us with a huge and open-ended task --
- one that calls for our best mimds and rescarces. In #ppi'mcbiﬂg

this Gask, we
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can make 1o greater contribution than the maintenance of a
high rate of growth in our own country. For, as our economy
grows and prospers, its benefits are transmitted to all
nationslwhich participate with us in the Free World multi-
lateral system.

However, these benefits of the Free World economic
system are not yet flowing to them automatically and in
sufficient amcunts to meet their urgent and pressing needs.
Government measures are required to supplement and accelerate
the contributions being made by the normal flow of private
trade and investment. These are some of the immediate
steps your Goverument must take to bolster the efforts ¢f
the newly-emerging pecples are making in their own behalf:

First, we must take a leading part in reducing barriers
to woxld trade through our own practices and through the
Seneral Agreement on Tariffs and Trade. This will increase
the ability e¢f less-developed countries to pay for their own
economic development through sales of thelr products.

Second, we must be sympathetic and open-minded regarding
the problems which the less-developed nations face as a result
of severe price fluctuations of thelr raw material exports,
Such price fluctuations éan, and have, wiped out many of

the benefits to the less-developed countries from Western

Approved For Release 2004/03/16 : CIA-RDP80B01676R002700070097-2




Approved Fmﬁlease 2004/03/16 ; CIA-RDPSOBO16?002700070097-2

- 18 a -

economic assistance.

Third, we must increase the resources of the I..ternational
Monetary Fund to assist Free World countries in meeting
t emporary drains on their reserves ariging out cof fluctuations
in a free system of trade.

Fourth, we must increase the lending resources of the
;nternaﬁinnal Bank of Reconstruction and Development, which

has accomplished so much in promoting sound economic programs

in many of the less~developed countries.
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Filth, we mmat strenpthon the r>ic af our mew Novalorsent loan
Fand %o provide + sdomuate goures & Cevelument {iraneine oo loxie
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Torore sEtIve pert with the borld Junk e sur Sypertelscars fens in
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Pinally, I cannot’ stress too strongty the urgent need
to call upon the vast human snd finanefal resources of the private
sector of our economy to work with Govermment in pressing back
the endless frontier of world economic development, Government
alone cannot do the job. Increased private investment abroad
and inecreased export of private mansgerial and technical talents
are urgently in demand.

When the Soviet government engages in economic assistance,
it can use the resources of {ts entire economy because there
is complete identity between the economy and the Government.
We have no wish to emulate Soviet patterns of organization
or behavior. However, during times of crisis in our past,
private entexrprise has formed an effective working partmership
with goverrment to meet the demands of the times. We are now
iving in a time of continuing crisis. We must re~institute
that effective working partnership to meet the occasiom.

President Eisenhower will gshortly present & new Mutual
Security Program and related legislation to the Congress which
will encourage greater particiation by private enterprise in
economic development abroad. I urge you to study it and to

give it your active support.

&
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An increased flow of United States private investment
into underdeveloped countries, accompanied by the ingenuity

and dynamism that has always characterized our private

enterprise, could help to vitalige the underdeveloped countries

and set off an unparalleled process of economic growth. It
is an exciting prospect. It is one which should capture
your interest and enlist ocur talents, our resources and our
energies. I am confident that you and other members of the
American business community will not be found wanting.
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ILLEGIB

23 January 1959

MEMORANDUM FCR:

Hon. Douglas Dillon

Under Gecretary of itate
for Economic Affairs

Mr. Dulles asked me to forward
the attached comments forthe
apeesh you plan to give before the
Mississippi Valley World Trade
Council on 27 January,

STAT

i

Executive Officer
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