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The Honorable Frances P. Bolten /
House of Representetives ~—
Washington, D. ¢ .

Dear Mra. Bolton:

I vas most interested by your inquiry in yowr letter of 15 Decem-
ber as to the specific arems in the general field of fereign trade snd
economie foreign policy which might benefit mest from Federal legisla~-
tion in the forthcoming Congress. As you are, of course, avare, it is
not part of the business of an intelligence officer to make policy reccm-
mendations. KNeverthelees, there sre certsin developments in process both
in Seviet policy and in the rest of the non~communist world vhich have
& direci bearing upon what it 1is useful and preper for ewr own Govermmernt
to do. It may be of interest to vou to have me call to your atteantion
several of the most significant of these trends.

Te begin with, I should like to mention the increasing influence
the communists are heving especially on the underdeveloped areas through
the example of rapid economic progress in the USSR and in Chine. To the
clitizens of the poor and economically backward countries of southemstern
and southern Asia, the Middle Bast and Africa, the USSR sppesrs ss a
nation which has pulled {tself up by its own boot straps in the space
of the last thirty-five years. Starting as a backward, mainly unindus-
trialized country ravaged by world war and revolution it hes become the
second largest economy and the gecond ®o3t powerful industrial mation
in the world, and in doing sc it has preserved an independence of other
rations which has amounted to hostility and has received little or no
help from the more advanced ecountries.

This spectacle is inevitably an exciting one for men who are
struggling to set their countries on the path of economic prograss. It
lends support to the communist ergument that the Soviets heve developed
a program for achieving economic progress which can be get in motion by
governmentel initistive, carried out without dependience on help from the
"imperialist® countries, and will produce certain and dramatically rapid
results. _
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Americans (and most Western Europeans) are well avare of the fallacies
and the incompleteness of this line of argument but the point I wish to
make to you is that we mwt not underestimate its power, especislly in Asia.
To us the price paid in terms of tyrenny end human suffering for the ruth-
less accomplishments of the communiste is enmough to discredit their formula
for achieving economic progress. But most of the underdeveloped nations
of the world have a long history of tyranny end little understanding of
freedom and democracy. To them this price is less importsnt thar to people
brought up in the traditions of western eivilization. Then agein, ve ave
aware that immense economic progress is being achieved in healthy capital-
istic socisties. But this argument too, is less sppesling to Asians ; and
indeed to many Burcpesens and Iatin Anericans, vhose experience with capil-
talism has not been &8 happy ss our own. There is, therefore, no possible
doubt that the economic achievements of the comsunists present & reel
challenge to American econcmic and trade policy.

Unfortunately, this challenge 1s being intensified by developments in
China. There, the communist regime has set goals for its first five year
plan, which are modest indeed in American or even Russian teras, but which
will constitute a first step and for Asia = mjer atep toward industrialize-
tion. Moreover, this is possible for the Chinese only besause they are able
%o ebtain substantial quantities of industwial equipment from Russisa. Al-
though the plan is cnly in its second year » the evidence reaching ue indi-~
cates that its goals are likely to be achieved.

Already, the impact of these events on Asian opinion is visible. Nehru
is reported to have returned from his recent trip to China impresced with
the plens for a more rapid industrializstion than is in prospect in Indis.
And more recently the Prime Minister of Burma retwrned from China impressed
with the fact that the Scviet Bloc was nov in a position to supply Burpa
with many of the kinds of industrial products it wishes %0 import in exchange
for rice which the Commmnists are willing te buy. Quite agside from the
attraction of such an opportunity far trade, the power of the example will
grow as Aslens become convinced that in China too the communists have found
the secret of progress towsrd industrializstion and power.,

Moreover, we cannot disregard the more concrete and immediate danger
that the Boviet Bloe will exploit its economic etrength in ways thet will
divide end weaken the free world. One vay in vhich this is being done
(vhich ie referred to sbove) is through the offer of attractive opportunities
for East-West trade in such & msnner that the regquirements of econcle
wellbeing in non-communist countries sre made to sppesr to be in confliet
with those of the security and cohesion of the nonecomsunist worlé. The
issue thus presented, which is undoubtedly familiar to you, is serious
enough in Burcpe where it alresdy creates difficulties for the govermments
of & number of our allies. But it is beginning to emerge ag An even nore
serious issue in the underdeveloped sress. The USSR can afford to export
z congiderable voiume of industrial profucts. At the same time it is im-
porting food and other raw materisls (guch ag rubber and coffee) and

Approved For Release 2003/03/07 : CIA-RDP80R01731R001600100105-2



Approved For Release 2003/03/07 : CIA-RDP80R01731R001600100105-2

-

Commnist Chine may well become an importer of food {vithin the limits
of its foreign exchange resources). Thus countries like Burme, possibly
Thailand, and incressingly Argentina find themeeclves attrected by and

in danger of becoming dependent upon Soviet markets.

As further svidence of the groving econcmlie strength of the Bloc
there are indieations that the USSR will inersagingly be prepared to
employ the offer of economic aid (in the form of aithep grants or more
Trequently of loans) as & weapen with which to obtain political advantage.
An offer of technieal assistance on an undefined scale wos mede Lo the
Egyptian Government only & year ago and currently representatives of the
USSR are discussing with the Govermment of India the building by the
Ruasisna of a steel mill in thet commtry. A goveronent which can at its
will and which regularly does divert a large slice of the output of its
9wn ecencmy awsy from peaceful uses to merve political and militery ends
has an obvicus advantage in this gexe over the Wegtern democracics,

I am sure it is unnecessary for me to expand on the implications of
these developments fer our own intermational ecomtmie policy. We should
realize that elomg with the politiesl struggle and the race %o meiantsin
a balance of militery strength which have been fereed upon us, we sre
engaged in a bitter rivalry with the communists in the field of cconomic
affairs. If we are to win on this front we must succeed in convinoing
ot cnly our allies but the underdeveloped and largsly uncommitted nsticcs
that the methods and institutiens of the frae vorld offer as grest o pros-
ise of econmmic progress and sscurity as do those of the communist world.
Specifically, we must prove that nations can find markets for their exports,
sources of aupply for the goods they must inmport and capital to sid in
their development, without submitting to comwunist regimentation and
tyranny. I say that we in this country must demonstrate the superiority
of the free world because our econmmic rosition in the free world is so
predemivant that it is primerily owr responsibility by action, leadership,
and exsmple to make sure that this vita) result is mohieved.

It seems plain to me that in this situaticn we must adopt commercial
policies that will emable our intermaticmal trade to be in balancs, min-
tain & high level of econemic sctivities at home, encourasge the outflow
of privete capital, and that we will have to supply some funds te the ree:
of the world through public channels. In these vays, and in othere we can
coniribute greatly to the creation of the kind of free vorld economy which
will exercise a powerful attractive forece nn all non-coremist nations et
least. But beyond this very general prescription I do net wish to po for
the reasons referred to at the beginning of this letter.
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Iz closing this long and somevhat belated letter, I wish to enphasize
that here in the CIA 1t is our jJob to studv and repart on the facts and not
i{n propose policies in the field of intermatione] trade. Tn particular we
#re concerned with the effect of ocur economic nolieies upon the accurse of
the international communist movement. T alen wonmld streesz one ur ther point
it sconomlc volicies nre not a cure-ail, end that the raiging of the
standard of living or increasing of internations] trede will not slore insure
zuace, defeat communiem, or gusrantes the advancemsnt of individusl rolitical
freedoms. ‘his will help, but economic measures must be combined with othor
vives of aection.

snithfully wours,

Silen W, Dul ies

Sivector
BMB:djm
(&.1-Addressee
l-legislative Counsel | :
L2-DC1 (4 ey A ,,)
1-SA/DCI/PC Chrone
riginstor:
STAT
Fichard M. Bisselli, Jr.
=necial Aesistant to the Director
Tor Planning and Coordination
STAT
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22p DisTRICT, OHIO

" commrrres o CONGRESS OF THE UNITED STATES

FOREIGN AFFAIRS
' HOUSE OF REPRESENTATIVES

WASHINGTON, D. C.
December 15, 1954

Mr. Allen W. Dulles'
Box 1513 Main Post Office
Yashington, D.C.

My dear Mr. Dulles:

For 15 years, as Congressman of the 22nd District
of Ohio, I have tried to support sound legislation in
the Congress that would aid in furthering the economic
welfare of the American people. The needs and desires
of my constituents in Greater Cleveland and my member-
ship on the House Foreign Affairs Committee have made
me particularly aware of the need for an intelligent
trade policy for the United States.

In preparation for the 8ith Congress, I am giving
serious consideration to the kind of action the Congress
night take in the area of foreign trade. Discussions in
the 83d Congress on the extension of the Reciprocal Trade
Agreements Act made 1% spparent that the question of
trade and tariffs will come in for some very serious
deliberations in the coming 84th Congress.

President Eisenhower will probably renew hils request
Tor a three-year extension of that Act and the Committee
on wWeys and Means is expected to delve into all aspects
of our tariff policy. In addition, meny reputable
national organizations have urged the Government to take
Torthright action on foreign trade.

For that reason, I am writing to you and a few other
experts in the fields of business and internationsl trade
to secure your own best thought as to the specific srea in
your field which might profit most from Federal legisla-
tion. I should be delighted to have your opinions and I
will give them the most serious consideration, although you
know that it is impossible to make any specific commitments
as to just what I can do or what the Congress nay do.

Tt is my feeling that only by intimete and close
consultation of this kind can we legislators effectively
serve the national interests. I hope I may hear from you
soon.

Sincerely yours,

DOCHMENT NG.
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MEMORANDUM FOR: THE DI._CTOR

I am ashamed that this letter from Congress-
woman Belton has been lying around so long

(on my desk). It seemed to get caught up in
Christmas and New Year's. If the reply I have
drafted 1s not the kind of thing you want to
send, please let me know and I will try my hand
at something less, with rather less delay.

STAT

RICHARD M, BISSELL, JR.

12 January 1955
(DATE)

FORM NO. |0| REPLACES FORM 10- 101 (47)
1 AUG 54 WHiCH MAY BE USED.
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MEMORANDUM FOR: Y7 Sutle o
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