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Irving Bluestone 

Dear Walter: 

Attached is a memorandum from Professor Melman of 

Columbia University to President Kennedy concerning the vital 

problem of Disarmament vs. Arms Gontrol. I believe you will 

find Professor Melman's comments and ideas of interest. 

Professor Melman is currently in charge of a program 

subsidized by Columbia University which is inve stigating various 

facets of the economics of disarmament. 

Some weeks ago, I suggested to Vic that the present 

administration should establish an agency attached to the Disarma- 

ment Commission, which would, simultaneously with the exploration 

of the path to world disarmament, pre-plan the blueprint for economic 

conversion to a peace-time economy. 
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MEMORANDUM 

SUBJUCT: DISARMAMENT OR ARMS CUNTROL? 

To: Senator John F. Lennedy 

From: Seymour ‘ielman* 

A new theory for the international arms race has been 

invented in the United States. It bears the equivocal tag 

"arms control." 

One might think, from the ordinary meaning of the 

words, arms control, that this is sone form of disarmament: 

the politicaletechnical process of reversing the increasingly 

dangerous arms race. Actuaily, as world wide deSire and hope 

for disarmament mounts, this new, essentially military plan, 

is being elaborated as an alternative policy to disarmament. 

Arms control is a scheme for trying, by agreenent, to 

equalize the major missile or other military capability of 

the Soviet Union and the United States, with the calculation 

that this would discouruze each side from attackin; the other 

and thus produce a condition of "stabilized deterrence." 

* Associate Professor of Industrial and Management ingineering, 
Columbia University, uditor, Inspection for Disarmanent 
(Columbia University rress, 15385,



This memorandum comSiders arms control and disarmament 

policies under four headings: 

Ae Tlig PULITICS GF MILITARY STRATLGIES, reviews the 

assumptions and effects of primary reliance on 

military methods for national political security. 

ORIGINS OF ARHS CONTROL, summarizes the varied 

_ 4nterests which converge in arms control policies. 

ASPECTS UF ARMS CONTRUL, examines the validity of 

promised stability and deterrence under this policy. 

INSrsCTcD VISAKMAMUNT, evaluates these objectives 

and methods, eSpecially in terms of their larger 

political effects. 

 



A, Tlig rULITICS UF MILITARY sTRATLG LS 

ls A plan for “how to live with the bomb," arms control 

is the newest development in a jouteanas succession that 

purports to be hard-headed realism, while representing a lost 

defeatist prognosis for American society. Disarmament is 

jcaxred by many as a policy that would “leave the United 

States naked.'' The military strategists of the .est have 

fallen into a deeply despairing estimate of Western political 

capability. 

fe Lacking a competent political theory and a will to 

challenge the Soviet system by political and economic methods, 

many American strategists have fallen into a sense of political 

futility. Conservative political and military analysts have 

no coherent view on how to cope with the burgeoning Soviet 

political campaigns in Asia, Africa and now in South America. 

If acceptable political methods are not available to these 

nen, then the extension of the Soviet system, must, in their 

view, be contained by uilitary methods. Arms coutrol is the 

latest of these military policies of containuent, 

ae During the past fifteen years the Soviet economic and 

political system has shown vigor and dynanisn at hone and 

abroad. Its expansion has been sustained even while the 

United States has had nuclear military monopoly, Superiority, 

and parallel capability. 

 



4. When the main political alternatives for industrial 

society are set forth, they show at once the political choice 

that is implied in the preference for disarmament as against 

arms control and other idlitary plans. 

The Soviet clain is that monolithic, authoritarian 

state control of society is the necessary condition for rapid 

economic growth. The alternative is that economic and general 

30cial development, at speed, are aided by multilateral, 

democratic, decision-making in society and in governnent. 

aa Such alternutives are not ,erceived by men who theme 

selves are avowedly apolitical or biased against democratic 

methods, Thus, American conservutives have been unable to 

represent the democratic alternutive to the Soviet systeii. 

(ne crucial feature of the detiocratic way is multilateral 

decision-making in society, In industrial life, for example, 

this neans the right of workers, und other employees, to 

form independent organizations, separate from the management 

and from government, and the use of these organizations as 

vehicles for their own decisionemaking, paralleling that of 

nanagement. 

6. Managers of ma jor inuustrial firms are unable tc make 

a political case for the principle of independent unionizae 

tion of workers when they thenselves participate in a sustained 

struggle to restrict or even elininate such unionization, A 

year ago in jloscow this writer was advised by a visiting 
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American that "now that relations are getting better between 

Russia and the United States, perhaps we can learn sonething 

from then." ‘What do you mean by that?" I asked. lle replied, 

"Maybe they can teach us how to take care of the unions."' The 

conservative mentality in the United States, which views inde- 

pendent organization by workers, and resulting multilateral 

decision-making in econouic life, as a threat to the decision 

power of vinuagewsut, ds incapable of proposing precisely that 

development as a competing and more desirable citernative to 

the Soviet system of monolithic decision-making. 

le For the developing countries this matter 18 important, 

conomic development there must take place under conditions 

of major initiative through government. The Soviets have a 

theory of how to use governuent for such decision-making. 

They proclaim that authoritarian, monolithic methods 

are necessary and inevitable. The democratic alternative 

must include the proposition that state initiative is perfecte 

ly satisfactory, but that the crucial difference lies in the 

existence of multilateral decision-making, the right of inde« 

pendent organization, in society, and accompanying democratic 

nethods, The latter conditions afford the basis for political 

denocracy. 

S; In order to propose these conditions abroad, however, 

Americans must explicitly understand their political impor~ 

tance and must be prepared to welcome these conditions at hone.
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American conservatives, owing to their incapability o! 

agoing just this, have become too weak to cope wath the problems 

of political and economic competition with the Soviet systen. 

They have thrown in the sponge, They make a compensatory 

attempt to undo such political humiliation by enphasis on 

military power alone. Ironically, what parades as military 

realism is actually the politics of futility in estimating the 

_ompetitive chance of democratic society. The men, so moved, 

have supported a variety of military doctrines, These include: 

Surprise attack on the enemy; theories of balance of terror; 

and noW e= stabilized deterrence (arms control). 

10. The militaryeminded conservatives are driven to re«= 

liance on military methods and finally to reliance on military 

surprise attacks as possible ways of seizing initiative, 

Logically then, the same policy tendency includes estimates 

of what would happen to the United States under various forms 

ee 

of World War III, The gruesone statistical estimates of 

varying millions of casuaities prepared by Herman khahn of 

the Rand Corporation are the ultimate and logical development 

of the primary resort to military strateyies, and a complete 

failure ot confidence in political ways of competing with 

the Soviet system, 

ai These same men, opponents of controlled disarmanent, 

have no ideas for preventing the spread of nuclear armaments 

to the smaller countries and to China, They thus reveal 

themselves as ready to risk exposure of the United States and
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the West to an uncontrollable situatione-including world wars 

in which the United States could not possibly win and could not 

escape destruction, 

(12. The American theorists for the arms race are the 

  

defeatists for American society. Theirs is the council of 

despair for political victory. Their advice now includes Worid 

War III and mass suicide for this society. The lectures and 

wiiting of Herman Kahn set forth this theory in detail, Their 

wide dissemination, by lectures and in print has been a ma jor 

factor in a political conditioning process: making Americans 

accustomed to a dehumanized mode of perception of themsclves 

and their fate; making a tidy system out of social catastrophes; 

making it seem as though there is no way but that of conservae 

tive military strategy. (Kahn dismisses disarmament in less 

than one page.) 

136 The danger for the United states is this: the continuing 

emphasis on the arms race, including its new form, arms control, 

drives us towards eventual war and towards eventual siuilarity 

to the totalitarianism that we abhor in the Soviet system. The 

arns race helps to coufer a world victory to the Soviet system: 

in the economic sphere it does so by default; in the political 

sphere it hands over victories to totalitarian methods at home 

| in the name of stenminyg them abroad. Disarmament, by contrast, 

requires aS a preecondition explicit coping with political and 

econonic problems and includes within its methals a range of 

political effects that strengthen freedom in society at home 

and abroad,
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“14, The emphasis on military preparation, by its prolific 

uSing-up of materials and resources, becomes a cause of ine 

ability to accomplish the worldewide task of economic develope= 

ment that could forestall extension of the Sovict systen.. 

Los Warfare has generally served political goals, Military 

deterrence schenes like arns control, however, show no promise 

of restraining the extension of the Soviet system when political 

smd economic nethods are used. A military deadlock is not 

necessarily a political deadlock, «hat use is then served by 

military strategies -- which include deterrence as well as 

plans for "first strike" surprise attacks on the enemy? Formal 

victory in a major nuclear war would include gross destruction 

of all the societies involved. In the absence of one triumphant 

functioning social system, military victory is without political 

meaning and indeed has no meaning at all. 

16, The main available gain from present military strategy 

is an cffort to "destroy communism and to "get it over with" 

even at the price of our own destruction. Such a military ad-« 

venture has merit to those who find unbearable the tension of 

a milatary deadlock in parallel with successful political exe 

tension of their system by the Soviets, Such unbearable tension 

and feelings of helplessness to torestall “humiliating crises" 

and political defeats by political methods ure expressed by 

the stratecists of the arms race in a strong suicidal policy, 

to destroy the connunists even at the cost of their own lives
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and the life of an entire society. This expression of weake- 

ness and implied defeat reveais the sterility of ail arms 

race strategies, 

17. The ultimate counsel of political despair by the milie 

tarists for American society is expressed in their proposition 

that, for this society, it is better to be dead than unfree, 

When this proposition is formulated for the society as a whole, 

this reflects the casting out of all optimism with regard to a 

successful political and economic contest versus the Soviets. 

A military contest to the death with predictable mutual destruce- 

tion of entire societies is the counsel of these defeatisis 

whose explicit advice is couched in wrds of military strategy 

and alleged realism. Theirs is the empty realism of failure 

and social suicide, Merman Kahn's On Thermonuclear War, 

(princeton University vress, 1960) is the wrap-up of this sort 

of thinking. 

118, The strategy of disarmament is a polar alternative to 

| these negative prognoses, Disarmament assumes a will to live 

fand a pessibility for success in democratic ways of organizing 

'a society both in industrialized and in developing countries. 

Disarmament involves a process of international commitment and 

  mutual control that would strengthen the capability for opera- 

' tion of democratic institutions. 

19. The last ditch opponents of disarmanent, with their 

negative estimate of the efficiency of democratic institutions, 

oppose even the very first stages of a disarmament process with



insistence, This insistence cones directly from what they 

believe to be true e+ that democratic institutions cannot 

compete for allegiance against the Soviet systen, Democratic 

institutions, they feel, are doomed before a Soviet offensive. 

Therefore, a disarnanent strategy that includes opposite 

assumptions, is, in their view, hopeless from the start, 

Therefore, they must not let it start. The firmness with 

which they oppose disarmanent is the firmness with which they 

believe in the weakness of a political and economic democracy. 

20 . The militarists are the defeatists of democratic 

society. The proedisarmament strategy assumes the strength 

of democracy and gives hope to freedom in society. 

 



B, ORIGINS OF ARMS CONTROL 

21 o Till recently, the major theme in military doctrine 

carried the motif that in order to prevent a war, or to win 

it, or to carry out successful negotiation, a position of 

superior military strength was necessary. But this doctrine 

of superior strength and its allied political strategies 

became, for all practical purposes, obsolete when American 

(and Russian) generals could no longer advise their governe- 

ments how to win a major war, vith the development of mule 

tiple ways to deliver nuclear war-heuds, the application of 

many technologies to military problems, the evolution of mule 

tiple weapon systems including those for chemical and biological 

warfare, the sustained superiority of any world power became 

virtually impossible, No longer could any one country depend 

on being ahead of the other in all these methods. And the 

ability to apply any one of them would be devastating. 

Ze o The men who fathered the new doctrine, a vigorous, 

intelligent group of scientists, scholars, and military pro- 

fessionals, came to the idea of arms control for various rea- 

sons and with diverse approaches to it. Some have, as governe 

ment advisors, and as weapons technologists, had important 

roles in the arms race and have become fearful that the race 

is going out of control. From this standpoint, the theory of
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arms control reflects a crisis of conscience on the part of 

sone military technologists. They know that the high-potency 

weapon systems which they desi;ned would very well involve the 

world in a holocaust if used by deliberate decision or owing 

to failure in equipment or failures in human judgment under 

conditions of great tension, Professor J. Wiesner, of ‘1.1.7. 

and member of the vresident's Science Advisory Committee has 

declared that "both the Soviet Union and the United states 

already own enough nuclear explosives and are fast getting the 

delivery capability to kill each other several times over." 

236 Another approach is that of the political theorists, 

military operations researchers, and military contractors who 

have been looking for an idea with which to head off the in- 

sistent public pressures for disarrament, Advocacy of arns 

control appears to involve, in ordinary understanding, restraint 

upon the hazards of an unregulated arms race. For this group, 

arms control has the merit of supporting major military estab~ 

lishuents, while also affording scope for their theories of 

rational war-gaming and deterrence, In the wrds of one of 

these bentagon-supported
 researcuers: of course, we couldn't 

work on disarmament, but arms control is all right. 

24 . A third tendency in arms control is represented by men 

who have tried to act within the United States governient in 

advocating and inplemeiuting disarmament measures and found 

themselves repeatedly stymied by the rentagon and the Atomic 
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Bnergy Commission. Hr. Saville Davis, wana:;;ing editor of the 

Christian Scierce ilonitor, has marshalled impressive evidence 

of the persistent ventagon and Atomic nergy Comission opps-~ 

sition to disarmament moves, (Daedalus, Fall, 1960). Indeed, 

  

the iamminence of successful negotiation has only excited more 

vigorous blocking moves from these sources on the assumption 

that ussians were not to be trusted under any circumstances, 

ut of weariness, sone of these nen decided it is futile to 

ery to buck the nilitary establishment, Therefore, it becomes 

essential to win them over. And, therefore, any important 

plans in the military area nust meet the test of being saleable 

to the Pentagon. Arms control is regarded as a scheme that 

can be tailored to that requirement, 

Bas Finally, there are those who fear disarmament because 

at could leave the United States naked, For these men the 

military establishment is not only a shield and sword for and 

against military attack, but also a political shield, Mili- 

tary development thus displaces political analysis and action. 

Indeed, from this standpoint, without its military deterrent, 

the United States under disarmament would be politically help- 

less in the face of a worldewide Soviet political campaign. 

If the arms controllers have no explicit theory of society 

which they are prepared to match against Bolshevik doctrine, 

then a ready sword is tieir substitute for politics, And, if 

you can’t have superior strength any more, then equal strength 

looks like the next best thing. 

 



CGC. AsPUCTS OF ARMS GUNTRUL 

The crucial aspects of arms control concern the promised 

features of stability and deterrence, 

20 « A condition of tiilitary stability implies an abili‘y 

to freeze military technologies and especially to freeze the 

will to create them, In order to Stop the development of new 

Wc DONS, Major research and development facilities must be 

disbanded and their personnel put under an appropriate inspec« 

tion system, At the same time there would have to be a relaxae 

tion of the fear-ridden nentality which, powered by distrust, 

now drives men to evolve new weapons, Arms control schemes, 

however, do not include the termination of military establish- 

ments with their technical staffs. 

al. The arms control proposal furtlermore assunes that mili- 

tary stability is predictable as a result of agreement upon 

the number of large missiles in the hands of each power, Such 

reasoning neglects the role of political factors which yovern 

judgments on the adequacy of military breparation, The proe# 

mise that possession of an equal number of weapons could sta-~ 

bilize an arms race 2180 ignores the fear which impels the 

governments to develop new military technology. This distrust, 

which is basically a political factor, :s not vatiated by 

agreenents that are designed to restrict but not terminate 

the arms race. <Accordingly, it is to be expected that military 
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technologies would continue to be developed, in the usual 

intermittent, unequal way of seeming to vive cdvanta_e first 

to one side, then to the other, 

28 The promise of the arms controllers for deterrence 

also needs exanination. What would be deterred? ilinimalily, 

this would relate to major missile attack by one of the great 

powers upon the other, But, military doctrine already ine 

cludes plans for the possibility of a “pre-emptive attack" 

should the other side be suspected of having ordered such 

amove, A military “first strike" would be a surprise aitack 

calculated to destroy a sufficient number of the eneny's 

missiles and other weapons so that further military opera= 

tions could be carricd out to a victorious conclusion, despite 

tens or hundreds of millions killed in the greatest slaughter 

of all history. squality in large missiles does not deter 

dangerous calculation and action for military advantage. 

29. The arms control promise of stabilized deterrence 

also assumes that rational, calculated moves are and would 

be the ones to be made by governments. Two elements are ise 

nored here: the limitations on rationality in political 

| decisionemaking; and second, the possibilities of accidental 

war, Under conditions of recurring international tension, 

one of the grave dangers is that of wrongly estinating the 

| opponents moves or intentions, JUach side, equipved with an 

| arsenal of strategies for outwitting the other, can readily 
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‘impute to the enemy the very nodes of thought that he himself 

= 

has developed. In addition to inputting the "wrong rationality" 

to the opponent, recurring crisis conditions ure an invitation 

for national leaders to make altogether human errors of judye 

ment. 

30, war by accident could be a Sustained probability even 

af the generals of the Seviet Union and the United states 

conironted each other with presumably balanced missale f orces, 

Failures of s:aterial and failures in human judgment cannot be 

excluded, especially aS warning and response systems becune 

wore intricate and require speedier action, This is the 

necessary view of the matter, since in a massive missile stale- 

nate, even a single accident could be fatal for mankind. 

31, Stabilized deterrence, because it is a narrow military 

doctrine, does not cope with the most important source of 

tension between the great powers: the violent political 

conflict which rages round the world, The existence of a 

stabilized deterrence ayreenent would not forestall, for 

exanple, the course cof events in the Congo. in a subtle way, 

WNatioial security," "stabality" and "deterrence" have come 

to imply, to many peéople, political security, political Sta- 

bility, and political deterrence, This is self-deception, 

320 Schemes for balancing military torces can be outflanked 

by political and economic methods, The new nilitary strategy, 

aris control, can well becone the »volitical Naginot Line of 
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support, by absence of dissent, prevailing of ficial policies. 

These are, however, policies which have included a. dangerous 

arms race and conservative weakness in repfesenting the case 

for freedom in society internationally. Arns control supports 

political conservatism at home and abroad. 

34 A stable deterrent system, say the arms controllers, 

is one "in whieh a Surprise attack by one side cannot prevent 

retaliation by the other and is thus deterred," (J. Wiesner, 

Daedaius, Fall, 1960, p. 934.) Thus, with the U.S. and the 

  

U.o.S.R. each having, say 200 - 500 missiles, each government, 

under such a scheme, must convince the other that it is insane: 

that even if it were destroyed, all killed by surprise attack, 

the weapons’ control systems (automatic bomb burst sensors, 

computers , etc.) would stili insure retaliation upon the popue- 

lation of the attacking country. 
hi 

(35. It is crucial that the tidily rational reasoning fé- 

| quized for stable-deterrence systems would be vastly compli-« 

cated by the appearance of new nuclear powers and readiness 

| to use multiple ways of delivering warheads, not just missiles. 

This altogether realistic possibility underscores the priority 

| importance of the test-ban agreement, so that the numbers of 

| nuclear powers should be restricted. ut this inference is   | not made by the new military strategists. 

36 Altogether, arms control, with its promise of stabilized 
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deterrence, iS a continuation of the arms race, including its 

major hazards. Arms control does not cupe with the factors 

which produce military and political instability. 

D, INSPECTs&D DISARMAMENT 

37. The policy of inspected disarmament has basically dife- 

ferent objectives and methods from arms control. Inspected 

disarmament deals directly with the political factors that 

press for a continued arms rate, By causing greater openness 

(freedom) in society and confidence in international political 

processes, inspected disarmament would reduce the intensity 

of the fearfully distrustful mentality, with its readiness 

to use science for destructive purposes. 

38. The inspection process would reduce, directly and cumue 

latively, the technological capability for war making. 

39. Disarmament policy also rests upon the condition that 

the political and economic problems of sast-West competition 

can be handled successfully on their an terms, Reasonabie 

liiandling of the economics of disarmament should make possible 

a major world economic program by the United States and its 

aliies. 

40, Disarmament under inspection is a cumulative political 

process, The cumulative effect consists of relieving worid 

wide fear and tension, aid inspiring genuine glimnerings of 
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hope that war could be eliminated, Thus, implementation of 

the first disarmament agreement would give confidence and 

capability for operating an international inspectorate, and 

adjudicating disputes, etc, This would modify the domestic 

and the international beliaevunds for negotiating a second 

agreement. It is reasonable to assume that such effects are 

also understood or suspected by the hard-core groups that have 

an occupational or political stake in a continued arms race. 

Indeed, this helps to explain the feverish efforts to prevent. 

a first move, the bomb test-ban, even though it does not effect 

existing military capabilities represented by weapons in hand 

(He Bethe, Atlantic, August, 1960). The first move, however, 

  

would signal the possibility of a real disarmament process. 

41. The test-ban agreenent would Linit the number of coun- 

tries that have nuclear weapons. Without this elementary 

step in the disarmament process the then uncontrollable arms 

race can lead only to disaster for the west and all mankind. 

42. The essential condition and promise of a disarmament 

strategy is that it offers an alternative mode of international 

relations, The United States government would have alternative 

ways to choose from in acting for political security. Today, 

the military strategy is the one that is seriously developed 

and used, If a new strategy works, then growing confidence in 

its methods and effects would encourage less reliance on 

military methods and more reliance on the essentially political 

 



methods of an extending disarmament process. 

43, By way of contrast, arms control schemes with their 

focus on military national security approaches detract from 

the development of an alternative strategy to the arms race: 

arms control continues the criteria of the arms race, Military 

assessments of armaments adequacy require generous allowances 

for the weapons and possible tactics of an enemy, plus margins 

for unpredictable contingencies. From the military security 

standpoint, this is altogether plausible, Accordingly, axms 

controllers would attempt to improve “the national security 

of the nations involved by adjusting at least some armament 

capabilities and uses to those ‘actually’ desirable in the 

light of the intentions, actions, and adjusted capabilities 

of other nations." (D. Brennan, Daedalus, Fall, 1960, p. 693). 

And so, the new arms controllers see themselves as managers 

of a world system of military balances, deciding for the great 

powers what is “actually desirable" militarily. These men, 

in effect, have given up all hope of eliminating the threat 

of war that hangs over the world, 

44. Under a disarmament process, with its greater openness, 

domestically and internationally, the United States’ political 

and economic systems would be put to the test of open compe-~ 

tition, on these levels, with the Soviet system. Thisis why 

a general world political and economic strategy for strengthen- 

ing free society is a pre-condition and essential accompaniment 
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Of a disarmament policy. For this reason it is necessary to 

expose the profound political defeatism of all arms race 

strategies, including arms control. 

45. Proponents of continued large-scale armanents hand over 

the pOlitical and economic initiative and victory to Soviet 

expansionism, They do this not only by diverting national 

wealth from other productive uses, but also by presenting the 

West to the rest of the world as being overwhelmingly concerned 

with armaments rather than human welfare, 

46. It is important that the process of inspected disarma«~ 

ment would strengthen supraenational loyalties and the pro-~ 

peace and the proefreedom segments of ‘society within the Soviet 

Union and within the United States, There is evidence that 

there is a vast latent sympathy with a program of disarmament 

in both the U.S, and the U.S.S.R. which would be enormously 

encouraged by real moves toward this goal, While there is 

little evidence of other than private debate in the Soviet 

Union, the very fact that differences there parallel the U.5. 

discussion suggests that a working disarmament process would 

strike fertile political ground in the U.S.S.R. 

47. The arms controllers substantially disregard the domes- 

tic and international implications of disarmament as a poli-e 

tical process, Indeed, parts of the arms control group are 

hetecctter distrustful of such effects. For them, a sense of 

security requires a permanently fearful missile alert: a
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combination of deep suspicion and robot-readiness to press 

the doomsday button, 

48. some armSecontrol schemes suggest considerable armaments 

reduction, down to an agreed number of big missiles. This may 

seem as though a stage of disarmament. For some arms controllers 

disarmament may be acceptable as an “ultimate" aim. But the 

operational plans rest upon theories of military systems, not 

of demilitarizing systems. Still, they allege that their par- 

ticular military system of rationally equal missile strength 

would deter and also be stable. In order to accept the arms- 

controllers promise that the agreed conditions would deter and 

be stable, one must disregard the record of recent history. 

This includes: sustained instability in military systems 

within and among nations; political offensives that by-pass 

military bastions; and com, lication of the arms race by the 

spread to new areas. This is also an invitation to abandon 

reliance on an inspected disarmament process and its allied 

political methods, 

49. Public debate in favor of disarmament invariably runs 

into the objection that no inspected disarmament system can 

be fooleproof and therefore is too dangerous to risk. How- 

ever, what is sauce for the goose is sauce for the gander, 

If we ask: what assurance would any program for expanding 

armaments or arms coutrol offer us that we would not be biown 

to smithereens, we discover that such assurance is totally 
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lacking. In fact the continuation of major armaments under 

whatever system, continuously brings not only the West but 

the entire world closer to certain destruction. The most 

that proponents of arms control can claim to offer us is a 

dubious shorterange hope of avoiding immediate catastrophe 

by means of an attempt at stabilized deterrence. But no one 

has seriously advanced the claim that such a policy can have 

any long-term value in safeguarding this country or the world 

against a caiculated or accidental nuclear holocaust. Such 

is the essential bankruptcy of the western proponents of the 

continued arms race that they are willing to risk the basic 

hopes and existence of civilized Western society in the name 

of def ending 3t. 

30. The development of the policy called arms control, 

may be regarded aS a partial response of conservative theorists 

to the strength of the disarmament ada: The weakness and 

dangers of the arms control doctrine are the weaknesses and 

dangers of the arms race, and of conservative thinking in 

the West. Moreover, the very category, arms control, has 

produced an unclear evasive understanding of what is involved. 

This much is clear: arms control is a theory of arma~- 

ment and not of disarmament, 
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JLo There is risk and uncertainty in every political poli- 

cy. For each person in a free society, the choice of where to 

take one’s chances are determined by one’s values. If these 

include high worth of human life, a desire to develop man‘s 

potential for peaceful living, and a will to maintain and 

extend freedom in society, then the strategy of disarmament 

with allied politicai and economic efforts is a preferred 

course, If one’s values include low worth of human life, 

confidence in man‘s destructive potential, and a selective 

preference for authoritarian relations in political life, 

then some variant of conservative military theory, including 

arms control is preferable. 

jae The pity is that action choices are often made without 

awareness of the ends (values) being served. 

December, 1960 
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To W.P. Reuther 

From Nat Weinberg 

Subject Attached Business Week Article and Editorial 

Iam sure you will want to read very carefully the attached 
Business Week article and editorial on American policy in relation to 
the social and economic revolution now underway in the underdeveloped 
areas of the world. 

  

The editorial, which is supported by the general trend of the 
article, seems to me to be absolutely frightening in the narrow and 
selfish view it reflects on the part of even such a sophistocated spokesman 
for American industry as Business Week. If this view prevails, it seems 

to me that the future of freedom in the world is dim indeed. 

  

The editorial apparently expresses the view of Elliot Bell who 
serves with you on the President's Labor-Management Committee. It 
occurs to me that it might be useful if you raised the issue with him when 
you next see him. 

Fraternally, 

Miss F 

NW:cjp 

cc: Vic Reuther 

Irv Bluestone 

oeiu42 
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ut resist etait ts OT ERC ee 
over the past 15 years, the U.S. 

_ has formed a worldwide Bt § of. 
Pcluicias alliances and rebuilt 
Peele mii i7 Te , 

and Japan; The cost in ee | 
oT aes Be aes 

                

   

Coming up now is a “decade of de- 
velopment” focused on Latin America, 
Africa, and South Asia. The goal 
is to finance social and economic 
revolution in these underdeveloped 
areas - with no strings attached, 
The cost in U. S. aid: another 
$80 billion — or more. 

  

© Business We 

BUSINESS ABROAD 

Keeping out the Reds by revolution 
Administration thinks it’s only way to win against 

Communists, but businessmen and others see pitfalls, risk 

to Free World. Latin America points up the problems 

In meeting the constant Communist E miropean Recoyx ery Program was fol- then CENTO in the Middle East. ie to Isurope, Asia, and the Mid-  Jowed by the Mutual security Pro- U.S. involvement in all these dle East over the past 13 years. the gram. with a little “Point 4” technical — costly arr angements, with the foreign US. had to take ona staggering load assistance thrown in. After the aid bill running to $80-billion, was of financial and military commit- NATO alliance in Western Europe the price for our policy of contain- ments around the world (map). The came SEATO in Southeast Asia. apd ment and for our determined effort 
56 BUSINESS ABROAD 
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‘ 
tu rebuild a capitalist COUOLOTEY LOE 

the Free World. 
Now, largely in response to Com- 

munisms recent thrust into new 
areas—Africa and Latin America— 
the Kennedy Administration — is 
widening this country’s international 
commitments in a way that would 
have been inconceivable a few years 
ago. 

To prevent the spread of Com- 
inunism via the Cuba route and of 
anarchy on the Congo model, the 
Administration has committed itself 
to support the revolution of rising 
expectations that has been building 
ip steadily over the past decade in 
south Asia, Africa, and Latin Amer- 
Ca. 

Massive aid. We will join forces 
vith this revolution, if Pres. Kennedy 
ind Secy. of State Rusk have their 
vay, by providing massive amounts 
t development aid, by sponsoring 
socal and political change, by agree- 
ng to new international commodity 
‘chemes, and by encouraging the 
general adoption of five-year or 10- 
sear economic plans such as India’s. 
The total cost in foreign aid over this 
decade could easily equal the $80- 
billion total over the past 15 vears. 

The new commitments are pri- 
narily economic and social—not 
walitary. Thus, they may appear to- 
day-—-with a new Berlin crisis staring 
us in the face—to be far less risky 
than the oid ones. But our new in- 
vOlveinent in world affairs could 
he more of a gamble than the old, 
and might even result in weakening 
ither than strengthening the Free 

“V orld. 

‘“Preclusive revolution.”” The Ad- 
enistrations aim, in effect, is to 

semsor and finance in vast areas of 
Vaca Africa, and Latin America what 
miss! be called “preclusive revolu- 
tion. That is an adaptation of the 
term-—preclusive buving—that the 
Hoard of Economic Warfare used 
uring the last war when it searched 
tie world for vital war materials 
suuply to keep them out of enemy 
hands, 

Put the Administration’s new goal 
on a broader, loftier level, and the 
purpose is analogous. The nations we 
will be helping. most of them already 
neutral. are not expected to be allics 
or to develop along capitalist lines. 
Under the new program, they can go 
their own non-Communist way. 

Administration’s view. The Ad- 
ministration is not describing its goal 
in quite these terms, of course. But it 
is using labels and phrases that tell 
the story pretty well. International 
Development Program is the name it 
gives to the over-all aid operation, 
Alliance for Progress the term for the 
Latin American part of it. Kennedy 
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fits CiosipMated the LUGO is 

Decade of Development. 
There’s this ringing declaration 

about the emerging nations from one 
of Kennedy's recent speeches: “Their 
revolution is the greatest in human 
“history. They seek an end to injustice, 
tyranny, and exploitation and 
theirs is a revolution which we would 
support regardless of the ‘cold war,’ 
and regardless of which political or 
economic route they should choose 
to freedom.” 

In detending this largely un- 
charted venture in development eco- 
nomics, top White House and State 
Dept. officials argue that the U.S. 
has no alternative. Either we must 
succeed with the venture, especially 
in Latin America, or Communism 
will win the world. Adlai Stevenson, 
on returning from his recent tour of 
South America, declared that to suc- 
ceed we must make as determined 
an effort as we would in the face of 
a military attack. 

|. Business’ qualms 

One of the big questions, of course, 
is what impact all this will have on 
the U.S. economy and on the eco- 
nomic stability of the Free World’s 
advanced industrial nations gener- 
ally. By adding greatly to U.S. aid 
expenditures abroad, and to the U.S. 
budget deficit, the Administration 
can hardly avoid aggravating our bal- 
ance-of-payments problem. 

At the same time, a U.S. policy of 
sponsoring revolutionary change in 
the underdeveloped countries could 
well undermine the position of U.S. 
private investment in many areas. To 
a considerable degree, the revolution 
of rising expectations is a revolt 
against capitalism, or at least against 
the way it seems to operate in the 
underdeveloped nations. 

“It took 15 years and many billions 
of U.S. government dollars to re- 
build the capitalist world on the 
Bretton Woods pattern,” says one 
critic. “The Administration will bring 
the system crashing down, if it isn’t 
careful,” 

Growing opposition. In the busi- 
ness community there is growing op- 
position to the whole venture, not so 
much because our aid spending will 
go up as because the new goal 
doesn't seem to make sense. 

The opposition comes even from 
consistent supporters of foreign aid 
and from executives who realize that 
U.S. companies will have to adjust 
their foreign operations to the na- 
tionalist ferment and socialist trend 
in such areas as Latin America. The 
average corporation cexeective with 
experience in foreign business doesn't 
go along with the warm endorse- 

> tives ¢ ' wyryrer? ery Yi4°3 it VX APLEETEEEL LOE ats] 

Development has given Kennedys 
Alliance for Progress. 

Business is not backing this pro- 
gram, or foreign aid generally, as it 
did the Marshall Plan. Nor are busi- 
nessmen willing to take jobs in the 
new unified aid agency Kennedy is 
setting up. 

Contradictory. Most executives 
think that, in attempting to finance 
both economic development and so- 
cial revolution in the underdevel- 
oped nations, the U.S. will be pursu- 
ing contradictory objectives. Social 
reform involves a redistribution of 
income and tends to increase con- 
sumnption expenditures at the cost of 
savings and investment, on which 
growth depends. This is especially 
true where population is rising 
rapidly, as it is in most underdevel- 
oped nations, and there is a high 
ratio of dependents to producers. 

rya 
Pat 

Il. Handicaps to growth 

Certainly, the current environment 
for economic development is very 
different from that in which the in- 
dustrialized Western countries en- 
tered the stage of rapid growth. If 
you take three important elements 
that have changed—population pres- 
sure, technology, and politics—you 
find that in only one case is the pres- 
ent environment more encouraging. 

This is the fact that the pool of 
technological knowledge is — far 
greater today. Much of this know]- 
edge can be transferred from the ad- 
vanced countries to accelerate de- 
velopment. 

The higher rate of population in- 
crease today is a definite handicap 
(chart, page 59), 

In the past (except for land-rich 
countries such as the U.S. and Rus- 
sia} the increase has normally been 
less than 1.5% a year during the early 
stages of growth. In most underde- 
veloped nations today, population is 
growing at the rate of 2% to 3% a 
vear. These nations also have a high 
ratio of dependents to producers— 
thus tending to cmsume all their 
output rather than devoting a siz- 
able share to investment. 

Then, in the political area. the 
revolution of rising expectations, en- 
couraged by modern communica- 
tions, constantly adds to new popular 
wants. These lead to diversion of re- 
sources for providing social security 
and higher consumption. Present-day 
nationalism also threatens to dry up 
foreign private investment-—an_ im- 
portant source of capital in the past. 

Whatever the doubts of a few 
officials and the average business- 
man, the Administration is pretty 
well committed to its venture in pre- 
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clusive revolution. Only if Congress 
were to emasculate this years re- 
quest for $4.8-billion in economic 
and military aid, trimming it by a 
third or more, would Kennedy draw 
back. Even if he doesn’t get the long- 
term borrowing authority he has re- 
quested, the President undoubtedly 
would go ahead, hoping to change 
Congress’ mind next year. 

ill. Regional patterns 

There can be no doubt at all about 
Washington’s commitment to Latin 
America. It is as definite today as 
was our commitment to Europe in 
the fall of 1947, a few months after 
Secy. of State George C. Marshall 
made his offer to help European re- 
covery. Already there is talk in 

- Washington of making the Alliance 
for Progress a separate aid program. 

The U.S. has taken the initiative 
in calling the Inter-American Eco- 
nomic Conference, which is to start 
Aug. 5 in Montevideo, with all the 
Latin American republics attending 
except Cuba and the Dominican Re- 
sent At this meeting, either Pres. 
ennedy (if he can attend) or 

‘Treasury Secy. Douglas Dillon will 
ask the Latin American nations to 
submit interim development __pro- 
grams and to agree to work out long- 
term economic plans on the Indian 
model. 

The U.S., for its part, will become 
a member of a joint development 

planning organization and will be ex~ 

pected to cover the-foreign exchange 
deficits involved in each country’s 
plan. The new financial commitment 
will be in addition to the $500-mil- 
lion the U.S. already has promised 
for “social d mit” projects in 
land reform, housing, water supply, 
health, and education. 

Asia and Africa. Our economic aid 
commitments to India and Pakistan 
are of long standing, and are becom- 
ing increasingly large. There, how- 
ever, we share the burden with 
Western Europe on something like a 
50-50 basis. For several years now, 
Washington has joined with Britain 
and West Germany, plus the World 
Bank, to cover India’s annual ex- 
change deficit, and more recently 
the same technique has been used 
with Pakistan. The U.S. also ex- 
tends other forms of assistance to 
these two nations and others in Asia, 
especially by food shipments under 
the surplus food — program. 
Pakistan and several countries in 
Southeast Asia allied to the U.S. also 
get substantial military assistance. 

Our aid commitments in Tropical 
Africa are so new that no clear pat- 
tern has been established as yet. It 
seems likely, though, that Western 
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Economic handicaps 
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Europe (especially Britain and 
France) will carry the bulk of the 
aid burden on this continent. 

iV. Anew world view 

Despite the differences in the rela- 
tive importance of our role in the 
three great areas, and the diversity 
of development problems to be met, 
Washington's approach is basically 
the same everywhere. It is stated 
rather explicitly in a recent State 
Dept. publication entitled Act for 
International Development. The a 
proach contrasts sharply with the 
presentation of the velopment 
problem in former Pres. Truman's 

33% of population can read 

  

Be 96% 

a $1,470 

i 500 miles 

2,800 KWH 

    

Underdeveloped 
ountries 

© Business Week 

Point 4 statement of Jan. 20, 1949. 
In between, of course, lie 12 years 

of turbulent change in the under- 
developed areas and of growing 
Soviet economic and military power. 
Over the past seven years, too, Mos- 
cow has developed its own economic 
aid program. 

Truman’s way. In Truman's 1949 
statement, you find rather limited 
aims, and this combination of U.S. 
humanitarianism and economic self- 
interest: 

“We must embark on a bold new 

program for making the benefits of 
our scientific advances and industrial 
progress available for the improve- 
ment and growth of underdeveloped 
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First Natiofial Bank of 
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Departmen o§ Economic 
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free bookfet on) Hawaii's 
economy. 
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FORMERLY BISHOP NATIONAL BANK 

P, O. Box 3200, Honolulu 1, Hawaii 

Ww our Son Francisco Representative Office 

Suite 601, 155 Sansome Street 
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Advisers who shaped Kennedy's foreign aid pian 

Walt W. Rostow, White House 
MIT theorist on economic growth 

  
Moe F. Milikan, director of MP's 
Cemter af International Studies 

Officials who wiil try te make plan work 

  
their poverty is a handicap 

and a threat both to them and more 
ar€as... 

prosperous areas democracy 
alone can supphy the vitalizing force 
to stir the peoples of the world into 
triumphant action, not only against 
their eee oppressors. but also . 
against their ancient enemies—hun- 
ger, misery, and despair. 

New lingo. Today. Washington aid 
‘officials are talking the language of © 
radical change, and using the new 
hngo of development economics. 
Here are some samples from the 
State Dept.’s new publication: 

“Our program of economic and 
social growth in the Sixties should 
permit each nation to develop in its 
own image... 
The emphasis now is on linking 

  
our aid to long-term plans for a 
country, not granting it on the earlier 
project- -by- “project basis. “Planning is 
basic to economic progress.” One of 
our jobs is to help recipient nations 
undertake Peclean ts program- 
in 
Kien behind it. In part, the change 

has come in response to the present 
mood of most underdeveloped coun- 
‘tries. You could call it an effort to 
match the U.S. handling of foreign 
aid to the economic philosophy and 
political neutrality of most under- 
i eloped nations. 

But the new approach also has 
been greatly influenced by the ideas 
of the group of MIT and Harvard 
professors on whom Kennedy has 
drawn heavily tor advice. Probably 
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the most important men in this grouy organization of those elements of the 

are Walt W. Rostow and Max F. elite who wish to modernize the so- 

Millikan of MIT, and Arthur Schles- ciety; a domestic base of er 

inger, Jr., of Harvard. Rostow and capable of defeating enemses mod- 

Schlesinger now are White House ernization, a technique for mobiliz- 

ing resources needed for rapid in- 

                                  

   

  

          

       
      
           

  

   

          

        

: | advisers. 
xe rid i 

a SU a gum These men take quite a different dustrial growth, and security and 

: Pee. view of the world of the 1960s from discipline to men “cut adrift from the 

the one held by Eisenhower's ad- moorings of a traditional society.” 

visers. They think we are aes Communism’s greatest handicap, 

away from a world largely polarized = say the authors, is its failure to free 

around the Atlantic community and__ itself from direct control b Moscow 

the Communist bloc and into a rulti- 
ht meets 

polar or pluralistic world society. In nationalist resistance. | 

the past, they argue, the U.S. has Recent examples of this kind of 

been too concerned with simply __ resistance in the United Arab Repub- 

building military defenses against lic and Guinea often are cited i 

Communism. We must accept many Washington these days as evidence 

variations of neutrality and social that the Communists don't neces- 

in the sarily succeed even in nations that 

has 
| :. ae or izati } > t Vat Vi 

oe ywrganization, they be 1eve, 

unnecessary {no} iseap fati third of the world that is now neither seem to be engulfed by anti- Western 

— 
capitalist nor Communist. feelings. 

at’s wh 
‘ 
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its air and liqt V. Theories of growth Vi. Latin American test 

Rugged ‘Buffald{ constr 

noise producing bratign ... It was Rostow who developed the When it comes to such a concrete 

aBhine . | “take-off” theory that has such a and immediete question as carrying 

surfaces are scl- 
to assure quiet, 

In addition, spech developed sound 

attenuatcae and other acoustic 

deviceal and materials can 

be Mrovided for unusual 

“7 conditions. 

vogue in Washington today, even out the Alkiance for Progress, the 

with the President. In a book yxub- problems look staggering. 

lished last year, The Stages of Eco- For the U.S. just to help finance 

nomic Growth, Restow argues that the foreign exchange costs of Latin 

all nations of the world fall within America’s basic development needs 

one of five stages of growth, with in transportation, power, natural re- 

the underdeveloped nations cur- sources, a riculture, communications, 

rently falling in one of the first three and the like will in itself be a cost! 

stages. 
business. If you add to that the bill 

Initially. there is the “traditional we may have to cover for housing, 

society, essentially poor and stag- schools, health, and other forms of 

nant. Next comes the “transitional so- welfare implicit in a social revolu- 

ciety,” then the “take-off” into steady tion, the cost will mount further. 

growth. The history of the advanced Certainly it will not be possible for 

industrial countries indicates, says Latin American countries to raise 

Rostow, that it takes 60 years after through local taxation the funds 

take-off for nations to move into the needed for such welfare ams. 

fourth stage, that of “maturity.” (The Thus the U.S. could be goed with 

Sfth is the “age of high mass-con- the choice of financing a large share 

sumption.» ) 
of these costs or seeing them fi- 

The growth process, according to nanced through inflation. 

Rostow, is not automatic. It depends What’s needed. As to the U.S. 

largely on the “quality of entre- share of the cost, here is the con- 

preneurship) at any period. But the — sensus of the economic experts ad- 

entifically contog 
efficient flow. 
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wherevd noise could be a Qontributing entrepreneurs can Just as readilv be  vising the Administration: 

To meet the minimum financial 
government officials as businessmen. 

Elaboration. Last month a new requirements of the projected revolu- 

and more elaborate analysis of the tion—and that’s what the working 

development process—The Emerg- papers for next month’s Montevideo 

ing Nations—appeared under the conference call for-—-you will need 

names of Millikan, Rostow, and six $3-bilhon a year for 10 years in pub- 
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| A COMPARY The U.S. task. according to this loans) from the U.S. Western Eu- 

) Buffalo, New York study, is to “help make the evolution rope. and international institutions 

, Onterle 
such as the World Bank. In addition, 

    

to modernization successful enough 

that major groups will not struggie you would need at least $700-million 

either to repress change entirely or a year in private foreign investment. 

to promote it by ruthless and extrem- That amount of outside help theo- 

ist measures. 
retically would make possible an 

Communist lure. The authors con- average 9% increase in gross national 

cede. however, that Communism has product per capita over the period— 
eded to 

4 strong appeal in the underdevel- considered the minemum ne 

oped countries. It offers such so- give a sense of progress and well- 

cieties a political and social method — being. 

that promises these things: a tight What's available. The U.S. up to 
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now has earmarked only $500-mil- 

lion in new money for the task. Even 

‘f Congress should grant Kennedy 

all of the long-term borrowing au- 

thority he has requested, Washing- 

ton would have less than $2-billion a 

year for development in all of the 

underdeveloped Free World—and 

Latin America could not hope to get 

much more than half of that. 

The World Bank, the International 

Development Assn., and the Export- 

import Bank could contribute a few 

hundred million more. But on the 

most optimistic assumptions it ap- 

pears now that less than half of the 

minimum public financing called for 

by the experts will be available. 

Moreover, some financial experts 

in Washington believe it will take 

$6-billion a year in public funds, 

rather than $3-billion, to meet the 

cost of the Alliance for Progress. 

VII. Skeptical voices 

This sort of worry is reinforced by 

others. 
Officials in the U.S. government. 

the World Bank, and the Interna- 

tional Monetary Fund have struggled 

for a decade to persuade Latin Amer- 

ican governments that fiscal and 

monetary stability is a necessaTy 

foundation for sound capital accumn- 

lation and growth. Now they are 

fearful that the U.S. emphasis on so- 

cial reform will encourage Latin 

American governments to throw their 

new-found economic prudence to 

the winds. 
There also is uneasiness in some 

quarters in Washington, as well as 

among businessmen, that the sort of 

social reform that Kennedy is stim- 

ulating in Latin America will tend 

to dry up private investment, both 

local and foreign. Yet the Adminis- 

tration claims to be counting heavily 

on this investment as a supplement 

to public capital. 
onflicts. The special historical re- 

lationship of the U.S. to Latin Amer- 

ica is seen as another serious handi- 

cap for the U.S. in trying to take the 

leadership of the forces of economic 

and aul revolution there. In effect, 

Latin Amenca has been an economic 

dependency vo! the U.S. for nearly a 

century. In maay places. the enemy 

of change and the scapegoat for fail- 

ure is wentified in the sumds of the 

people with U.S. bust ss lomina- 

tion. 
Thus. in siding with the forces of 

revolutionary change, Washington 

may find itself lining up against the 

interests of U.S. investors in Latin 

America, at least as those interests 

currently are conceived by the in- 

vestors, Some of Kennedy’s aides 

readily concede that this will be a 
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problem. But they arc inclined to talk 

in terms of U.S. oil and mining com- 

panies voluntarily divesting then- 

selves of. say, half their holdings, 

and bringing in local stockholders— 

inchiding possibly state-owned cor- 

porations. You even hear talk of pos- 

sible U.S. government compensation 

for certain U.S. enterprises that 

might be nationalized. 

There also is considerable skep- 

ticism among U.S. experts on Latin 

America as to whether a peaceful so- 

cial revolution, which involves not 

only huge capital outlays but tearmg 

up and re-weaving the intimate so- 

cial, political, and psychological 

fabric of societies, is a realistic ob- 

jective if the main thrust of change 

must come from abroad. 

Vill. Other ways to do it 

Critics of the Administration pro- 

gram for Latin America arent just 

putting up a blind opposition. They 

recognize the revolutionary ferment 

there, and admit that the U.S. has 

been slow to face up to it. Their big 

difference with the Administration ts 

in the more conservative approac! 

thev advocate. 
If you could get the critics  to- 

gether to formulate their views, 

here’s about what they would recom- 

mend: 
= Be more Hexible and selective in 

backing economic programs in Latin 

America, so that most of our aid goes 

to those nations, such as Mexico and 

Argentina, that already are doing 

a good job of development. 

« Encourage the growth of local 

capital markets rather than accept 

the inevitability of a growing gov- 

ernment role in the financing of de- 

velopment. 
s Finance as much housing as pos- 

sible out of personal savings by press- 

ing for the establishment of private 

savings and loan associations and 

FHA-type government institutions. 

s Discourage nationalization of 

producing industries. and try to get 

Latin American governments to limit 

their direct participation in the 

economy to the supply of basic 

Services. 
« Transfer U.S. agricultural tech- 

niques as fast as possible, while en- 

couraging the gradual adoption of 

more equitable land distribution. 

® Stimulate foreign investment by 

having the World Bank, or some 

other international institution, offer 

a guarantee to foreign private Inves- 

tors—with the host government cer- 

tifving each investment and agreeing 

to cover 50% of the guarantee. 

Support. Such a program would 

pot match popular demands in Latin 

Armerica, nor the views of the aver- 
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outlook clear 

disposition sunny 

more than that 

she'll save you money 

  
Bring a kitten, goat or your favorit hamster to the\office—the boss may fix 
you with the evil eye. But here’s#one office pet hil welcome. Ozafax 120, 
the trim, table-top copier that PykS money in the bahk. By streamlining your 
purchasing-receiving-paying cycfe. Narrowing your shi pping-billing gap from 
8 days to 2! Getting your bilis Juz your money /n faste\ One company saved 

$17,000...another $15,Q00...with fast, error- 
proof Ozalid billing. Besides getting and 
keeping billing up to dae, Ozafax handles 
other office chores. Copie\ just about every- 
thing —letters, forms, report, drawings. And 
fast... up to 13 feet per Minute. Put this 
multi-purpose copier to work for you. It's 
easy. Ozafax...and al! other Oz&id machines 

...Can be boughtgrented, leased through six convenient pNgns. Write 
today for details ang our booklet “Money Saving ideas." Ozalid, Dé ot. 157, 
Johnson City, New fork. 

OZALNE Ozafax 120... 8i//ing Fvorite. Lowest priced one step 
i utg i tion. Simple, space- diazo copier with aut@matic separatio mp p We REPEAT 

saving, dependable / 

Remember: for bey results from Ozalid Whiteprinters 
: * . use Ozalid Paper/and Ozalid Supplies... we repeat, 

use Ozalid Paper and Ozalid Supplies. DIVISIOM OF GENERAL ANILINE & FILM CORPORATION 

PRs SAE NE NARS PD FIM LRTI LS BOF MERE A OE RS canta 
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ape student or iatenectual there. But 
it would be generally supported by 
business in Latin America, and by 
many government officials. 

To be sure, it might not save every 
Latin American nation from Com- 
munist-sponsored — revolution, — nor 
spare the U.S. the painful task of 
intervening against such a revolution. 
But many of Kennedy's critics fee] 
he wouldn't be on such a hook in 
Latin America todav if he had fol- 
lowed through on the Cuban inva- 
sion and weakened the Communist 
virus in Latin America. These men 
argue that sooner or later we wil] 
have to be prepared to use force. 
at least in this hemisphere, to defend 
Our system against Communist en- 
croachment. 

IX. Political strains 

Actually, there’s widespread feel- 
ing among informed businessmen to- 
day that Washington has become al- 
together too concerned about court- 
ing the good opinion of the under- 
developed countries. In following 
this course, these men feel, we run 
the risk of putting unnecessary strain 
on our relations with Western 
Kurope—the one area in the world 
with the same basic interest as the 
U.S. in resisting the spread both of 
Soviet military control and the Com- 
munist economic system. 

Even within the Administration 
there is some fear that we don’t have 
the human and economic resources 
to defend our Free World allies—still 
under attack, as Berlin and Laos 
prove—and also midwife a revolu- 
tion in the underdeveloped third of 
the world. 

Any doubt about U.S. willingness 
and ability to go to the mat for ex- 
posed allies tends to encourage the 
Communists to more boldness. As 
one official puts it, “The more doubt 
there is about our willingness to 
honor our military commitments, the 
more likely we are to be called upon 
to honor them.” 

Europe’s doubts. Some observers 
worry about the contradictions be- 
tween Kennedy's policies in the un- 
derdeveloped areas and his goal of 
strengthening the Atlantic com- 
munity. Most obvious is the possible 
political conflict between strengthen- 
ing Atlantic cooperation on the one 
hand and backing the displacement 
of European political and economic 
influence in former dependent areas 
on the other. But the worry goes be- 
yond that. 

European governments, especially 
those of the big continental powers, 
are in a highly conservative state of 
mind. They are gloating over the 
new-found wealth and prosperity 

BUSINESS WEEK July 15, 1961 

   



  

they have achieved, partly by follow- 
ing the conservative U.S. financial! 
advice they got during the 1950s. 
They are reluctant to dig very deep 
into their pockets to support what 
they ae a quixotic U.S. effort 
to lead an economic and social revo- 
lution. 

X. Resources and risks 

You already can see the signs of 
U.S.-European strain in the Inter- 
national Monetarv Fund. 

For some time, the IMF has been 
pressing the Europeans to agree 
to strengthen the Fund's defenses 
against dangerous balance-of-pay- 
ments swings. It would do this by 
extending to the Fund automatic 
rights to borrow from surplus coun- 
tries such as West Germany and lend 
to deficit countries in times of bal- 
ance-of-payments disequilibrium. 

Bonn and Paris have been wary of 
this scheme on the ground that, in 
general, it would encourage financial 
irresponsibility. Specifically, thev 
fear it might encourage the U.S. to 
lend more to underdeveloped coun- 
tries than it could afford, and thus 
indirectly transfer German = and 
French resources to those areas via 
the Fund. 

Reluctant. The Fund is also studv- 
ing the possibilities of helping the 
underdeveloped primary producing 
countries by making Fund resources 
more automatically available to off- 
set balance-of-payments deficits 
caused by short-term commodity 
swings. This line of inquiry also 
tends to inflame European suspicions 
that the Fund may seek to funnel its 
resources to developing countries. 

As a result, Paris and Bonn are 
digging in their heels on the pro- 
posal that they increase the Fund’s 
resources, and they may block its 

adoption at the annual IMF meeting 
in September. 

Fundamentals. Perhaps the most 
fundamental question beim raised 
in this country as to the realism of 
Kennedy’s approach to the world is 
this: In their present mood, can the 
American people be expected to 
make the ne necessary to hack 
up the new economic commitments 
the Administration is making abroad. 

“At best,” atirs one experienced 
Washington offe.1:1, “there is a large 
calculated risk wnvohed in. stirring 
up the revolutionary a: utions of the 
people. As Machiavelli ited six cen- 
turies agu, it requires great skill not 
to lose contrei of a popular revoi- 
tion. This is al! the more true today 
when professions: ( ommunist revo- 
lutionarics stand now's to take con- 
trol of any revolutionary movement 
which gets going.” 
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In business abroad _ BI 
Stepubp in Liberian iron ore production 

gives nation second major industry 

   

  

The tiny AfNcan Republic of Liberia has been succeeding if easing its 

economic dekendence on rubber. 

This year, come from Liberian iron ore shipments fwill exceed 

rubber output Kor the first time. Iron ore exports in 19$1, according 

to Liberian officitls, will reach about 3.8-million tons wifh an approxi- 

mate value of $40-million. Rubber production is exyected to total 

about 100-million IK., worth $35-million. 
By 1964, the government estimates that iron org shipments will 

jump to 22-million tgns, while rubber productionfwill rise slightly 

over the present rate.\The reason is that three nefW mining facilities 

are slated to go into ful\production by that time. Mne of these will be 

owned 50% by a West Garman combine called Rghrwerke. 

With this expanded production in the worlg, arrangements have 

been made to make Liberi\ the largest single fon-European ore sup- 

plier to West Germany with the next five to 0 years. A group of five 

West German iron and steelakers from thefRuhr will take 9-million 

tons annually from the AfricaX nation for t¥e next 10 vears. 

In anticipation of these inckeased shipfhents, the government of 

Liberia is forming its first merchnt fleet. Zhe Liberian National Ship- 

ing Lines, Inc., owned 50-50 by Kiberia gnd the Israeli Shipping Co., 

has ordered the construction of tw 47.Q@)0-ton ore carriers. 

    

     

U.S. exports of textile machiner {shoot up; 

makers using trend as sales wgepon here 

U.S. textile machinery makers Bave matkedly increased their sales 

abroad. Recent Commerce Depf. figures Show that textile machinery 

exports for April, 1961, totaled §#7% more th&p shipments in April, 1960. 

An example is Roberts Co’ a medium-s\ed producer in Sanford, 

N.C. Its overseas sales have fomped from S“4of total volume last year 

to an expected 15% for thif/vear. The compdpy predicts that foreign 

orders will make up 30% g@f its business in 1L9@Q. 

A company official clafms that increased prQductivity of his com- 

pany’s machines is paftially responsible for he added business. 

Ajithough a new spinnifg machine, for instance,\may cost more than 

a foreign-made machige, it can produce about B% more than those 

in most U.S. and for@fyn mills. 
There's also been y$me price reduction, although dustry spokesmen 

are chary about digfussing it. Some cuts have been \nade possible by 

iraproved manufag@furing: others to meet forcign competition. 

Many orders all inquiries are coming from nationthat are begin- 

ming to industriglize, largely with light industries s&h as textiles. 

Among them ag@ India, Pakistan, Hong Kong. Mexico\and Israel— 

nations that efport textiles to the U.S. Textile imporf\ take about 

7% w market. 

    

(% of the U.S 

This has cfused U.S. textile producers to seek governnignt protec- 

hon througlfimport quotas and higher tariffs. And it has kgpt textile 

machinery producers from publicizing their sales to foreign com- 

petitors oftheir domestic customers. 
Now, #fowever, some textile machinery producers are usin\ their 

businessfabroad as ammunition in the domestic textile industry\ Says 

one cognpany official: “Six months ago, we wouldn’t have breathed 

a hintéthat we were sclling abroad. Now, we're making it know to 

showsthe domestic industry that it can compete with imports beer 

by modernizing than by going protectionist.” 
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A program that tries to reach too far | 
Some four months ago, in his special message to 
Congress on foreign aid, Pres. Kennedy deolared 
that his Administration was “launching a Decade of 
Development on which will depend, substantially, 

the kind of world in which we and our children 
will live.” 

Today the nature and magnitude of this commit- 
ment to the underdeveloped nations have become 
disturbingly clear. In an attempt to lead the revo- 
lution of rising expectations in Asia, Africa, and 

Latin America, the Administration plans to foster 

and finance social and economic changes of a radi- 
cal nature, and to do so by encouraging the general 
adoption of economic development plans such as 
India’s. The goal, in effect, is to promote what 
might be called “preclusive revolution” (page 56), 

thus to prevent the spread of Communism accord- 

ing to the Cuban pattern. 
In theory, this may seem to be an admirable 

plan. But to many thoughtful people in this coun- 

try and abroad it looks like a quixotic venture—one 

that could upset the economic stability of the U.S. 

and the other advanced nations without doing much 

to help the underdeveloped nations. 

The costs 

The cost of Kennedy’s program in foreign aid 

alone is bound to be staggering. For the decade, it 

could easily come to $80-billion, equaling the 

amount this country spent from 1947 to 1960 on 

containing Communism in Europe and Asia and 
on restoring the capitalist economy of the Free 
World as a going concern. 

By adding today to our aid expenditures abroad 
and our budget deficits at home, we would increase 

the danger of a new dollar crisis that would shake 

the West’s financial system. There already is some 

fear of this in Western Europe, where conservative 

financial views—of the kind Washington pressed 
on European governments 10 years ago—now are 

in vogue. 
Indeed, financial leaders of the Continent are 

leaning hard against the U.S. in the International 

Monetary Fund, threatening to block a U. S.-British 
plan to allow the IMF to borrow automatically from 

surplus countries such as West Germany and 

France and lend to deficit countries such as the 

U.S. and Britain. 
Another disquieting prospect is the adverse im- 

pact on private investment that can be expected 

from the Administration's policy of actively spon- 

soring social reform in the emerging nations. This 

policy has become an especially prominent feature 

128 

of the Alliance for Progress in Latin America. And 
already there are sigus of nervousness among both 
U S. and Latin American investors. 

Social reform, if pushed too fast, is sure to lead 
to higher tax rates and wage rates, and often to out- 
right harassment of business. If foreign private in- 
vestment has become a convenient symbol of the 
foreign “domination” from which the emerging 
nations feel they must escape, Washington shouw!d 
be trying to counter this feeling, not encourage it. 

If social reform is pushed to the point where it 
increases consumption at the expense of savings 

and investment, it could hamper economic growth 
rather than promote it. 

Sense of proportion 

In seeking to do so much in the underdeveloped 
nations, the Administration seems to have lost its 

sense of proportion. It may do no harm for Kennedy 
to say, as he did recently, that the revolution in 

the emerging nations is “the greatest in human 
history,” and to suggest its identity with the Ameri- 
can Revolution. It is quite another matter for the 
President to go on to say that we should help the 
emerging nations “regardless of which politica! or 
economic route they should choose to freedom.” 
This is to condone, and promise support for, any 
kind of economic system-—and any kind of foreign 
policy—that is adopted in these nations so long as 
their system isn’t openly Communist and they don't 
actually join the Soviet bloc. 

There are things we can and should do to help 
the underdeveloped countries, especially those in 
Latin America, to speed their economic develop- 
ment and reduce their poverty. In spite of the pres- 
sure on the dollar, we should be able to maintain 

our present level of combined economic and mili- 
tary aid expenditures. But clearly our aid should | 
go to nations that can be expected to stay aligned 
to us economically, even if they choose political 
neutrality. 

What we cannot afford is a policy of universal 
uplift or an approach to development that under- 
mines private investment, sets totally impossible 
objectives, and encourages economic and political 
systems that are incompatible with our own. 

It must be hoped that Congress will bring the 
Administration down to earth before it approves 
the new foreign aid bill. The amount of this year's 
request probably is not unreasonable. The trouble 
lies in the lack of common sense in the approach 
now being taken to the development problem and 
in the lack of proportion in the over-all goal. 
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OHIO 
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Unemployment in Industrial Areas, Selected Periods 
in 1960 and 1961 

  

Month 

1961 

July 

July 

June 

June 

June 

June 

June 

May 

May 

June 

July 

July 

July 

May 

May 

Number 

(thousands) 

296.0 

157.0 

Last. 1 

19.6 

515.5 

46.4 

360. 6 

457.0 

205.9 

289.0 

14.8 

12.95 
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26.5 

_ Total Unemployment 1/ 

Percent of — 

Labor Force 1961 1960 1960 

Sus ( 6.% A b.% 9.9% 

11.0% 

U
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 oO . 8% 
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oY 

6.7 

7.0 
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8.0 
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Area Classification 

July November July 
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Unemployment in Industrial Areas - page 2 

Total Unemployment 1/ Area Classification ** hare ees eee eee % 

                

  

      

State and Month Number Percent of July November July 
Area 1961 Labor Force 1961 | 1960 1960 

(thousands) 
MARY LAND June 11.3 6.2 

Baltimore June 48.3 6,4 (6.% (3.% (3.% 
D( 8.9% C(5.9% Gj (5.9% 

NEW JERSEY May 185,2 7.4 
Jersey City May 25.8 8.4 D D Not Classified 

ILLINOIS May 267.0 Ret 
Chicago May 162.4 5.8 C C C 

MINNESOTA June 90.5 5.8 
Twin Cities June 33.8 5.1 C C C 

MISSOURI eH 1. Re Sf 
St. Louis May 60.9 1s ( 6.% (3.7, (3.'L, 

D (8.9% c(5.49, c (8.4°], Kansas City May 31.6 Tad Y/ ( 6.% l. 7 VW, 
D ( 8.9% ge ee é (3,2, [£4 ¢9 (5.4 7, 

MASSACHUSETTS June 140.9 6.4 
Boston June 65.7 5.4 G C C 

PENNSYLVANIA June 472.0 9.9 A Philadelphia June 131.2 7.0 f (6.% fo B [ we 

TEXAS* June 230.4 6.1 
Dallas June 26.9 5.5 C C C 

1/ Not seasonally adjusted, 
ETT 

** Preliminary figures 

   



  

page 3 

ne repli ii 

**Group B Relatively low unemployment 1.5 to Z. 9% at 
Group C Moderate unemployment 

3.0 to 5.9% a/ 
Group D ) Relatively 

6.0 to 8.9% g/ 
Group E) substantial 

9.0 to 11. 9%a/ 
Group F) 

unemployment 
12.0% or more a/ Ratio of unemployment to area! 

State Employment Office Reports Bureau of Employment Security 

   



Unemployment in Industrial Areas, Selected Periods 

in 1960 and 1961 

  

  
  

  

  

  

  

State and Month Total Unemployment i/ Area Classification** 

Area 1961 Number Percent of . July November July 

Labor Force 1961 1960 1960 

(thousands) 

MICHIGAN* July 296.0 9.9% if G, Ve lo - 

Detroit July L570 IT. E NG 9, D D g. 

INDIANA* | June 125.1 6.8 
Indianapolis June 19.6 5.7 C C C 

NEW YORK* June 515.6 6.6 _ 

Buffalo . June 46.4 o.9 Ae D 3- 4, D 

New York City June 360.6 6.7 C oe £.9 C 

CALIFORNIA May 457.0 ree 

Los Angeles-Long Beach May | 205.9 7.0 us C C 

San Diego June Aisa 8.0 D D C 

CONNEC TICUT* July 835.0 7.4 "4 

Bridgeport July 12.4 8.2 D D C 

Hartford July 13.5 5. a C C C 

OHIO May 289.0 1.> 

Akron May 14.8 73 Av ne C 
Columbus May 12.5 4.1 C C B 

WISCONSIN June 77.4% 4.7 — 
Milwaukee May z26.5 5st D C B , 

MARYLAND June Ti. 5 6.2 

Baltimore June 48.3 6.4 YD C C 

NEW JERSEY May i65,2 7.4 

Jersey City May 25,8 8.4 D D not 

classified
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Total Unemployment 1/ 
State and Month Number Percent of 
Area 1961 Labor Force 

(thousands) 

ILLINOIS May 267. 0 6.1 
Chicago May 162, 4 5.3 

MINNESOTA June 90.5 5.8 
Twin Cities June 33.8 aI 

MISSOURI Nn. a. n.a. 
St. Louis May 60.9 &) 
Kansas City May 31.6 71 

MASSACHUSETTS | June 140.9 6. 4 
Boston June 65. 7 5.4 

PENNSYLVANIA June 472.0 9.9 
Philadelphia June oie 76 

TEXAS* June 230. 4 3 
Dallas June 26.9 © 5.5 

  

1/ Not seasonally adjusted. 
*K Preliminary figures 
** Group B Relatively low unemployment 1.5 to 2.9% a/ 

Group C Moderate unemployment 3.0 to 5.9% a/ 
Group D) Relatively 6.0 to 8.9% a/ 
Group E) substantial 9.0 to 11.9% a/ 
Group F) unemployment 12.0% or more 

a/ Ratio of unemployment to area's total work force. 

SOURCE: State Employment Office Reports 
Bureau of Employment Security 

Area Classification ** 
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Unemployment in Industrial Areas, Selected Periods 

in 1960 and 1961 

  

  
  

  

  

  

State and Month Total Unemployment if Area Classification** 

Area 1961 Number Percent of | July ) November July 

Labor Force 1961 1960 1960 

(thousands) 

MICHIGAN* July 296.0 9.9% 

Detroit July 15730 li. E D D 

INDIANA* June 125.1 6.8 

Indianapolis June 19.6 o.7 C C C 

NEW YORK* June 515.0 6.6 

Buffalo June 46.4 8.9 E D D 

New York City June 360.6 6.7 C C C 

CALIFORNIA May > 457.0 3 

Los Angeles-Long Beach May | Z05,9 7.0 D C C 

San Diego June bt, 8.0 D D C 

CONNEC TICUT* July 83.0 7.4 

Bridgeport July 12.4 8.2 D D C 

Hartford July 15.9 oS C C C 

OHIO May 289.0 1.3 

Akron May 14.8 t<o D C C 

Columbus May iZ,5 4.1 C C B 

WISCONSIN June 77.4% 4.7 

Milwaukee May 26.5 5.1 D C B 

MARYLAND June 11,5 6.2 

Baltimore June 48.3 6.4 D C C 

NEW JERSEY May 165.2 7.4 

Jersey City May 25.8 8.4 D D not 

classified
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/ 

Total Unemployment ij 
State and Month Number Percent of 

Area 1961 Labor Force 

(thousands) 

ILLINOIS May 267.0 6.1 

Chicago May 162. 4 2.8 

MINNESOTA June 90.5 5.8 

Twin Cities June 33.8 5] 

MISSOURI Kn. as Nn, a, 

St. Louis May 60.9 71 
Kansas City May 71,6 1 

MASSACHUSETTS June 140.9 6, 4 

Boston June 65.7 5. 4 

PENNSYLVANIA June 472.0 9.9 

Philadelphia June ak, cf 4&0 

TEXAS* June 230. 4 6.1 
Dallas June 26.9 © 5.5 

/ Not seasonally adjusted. 
Preliminary figures 

—1 

sie 
“ 

** Group B Relatively low unemployment 1.5 to 2.9% a/ 
Group C Moderate unemployment 3.0 to 5.9% a/ 
Group D) Relatively 6.0 to 8.9% a/ 
Group E) substantial 9.0 to 11.9% a/ 
Group F) unemployment 12.0% or more 

a/ Ratio of unemployment to area's total work force. 

SOURCE: State Employment Office Reports 
Bureau of Employment Security 

Area Classification ** 

  

  
  

July November July 

1961 1960 1960 

C G C 

CG C C 

D CG C 

D G C 

C C C 

D C C 

C CG C 

 



EXCERPTS FROM PREMIER KHRUSHCHEV'S ADDRESS 

10 THE SOVIET PEOPLE 

August 7, 1961 

Program! s Approval Seen 

The prospects of the expansion of our entire national economy 

are magnificent. They are set forth in the draft of the new Program of 

the Communist party of the Soviet Union. 

Our successes in economy, science and culture, our consistent 

peace-loving policy, have immeasurably raised the international prestige 

of the land of the Soviets, its influence on world developments. 

Enemies Studying Program 

Not only our friends but also the enemies of communism are 

studying and appraising the new program document of our party. They 

are powerless to hush it up, they cannot conceal the tremendous impression 

produced by the draft program of our party throughout the world. 

Is it not remarkable that some United States Senators regard 

the draft program as "a serious challenge to the United States" and do not 

doubt that the Soviet Union can achieve the aims set in the draft program. 

They warn: ''Do not underestimate the attractive power of the draft 

program.'' This is what the imperialist fear above everything else. 

We are confident that the ideas of the new program will reach 

the minds and hearts of all people on earth. 

/ The superiority of the Socialist economy over capitalist economy 

is now not only being proved by theoretical arguments. The material evidence 

of this is already distinct. The countries of the Socialist community are from 

year to year demonstrating their superiority in the rate of economic growth, 

in the development of scientific and technical thought, in the raising the 

living standards of the working people and in many other fields. 
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Excerpts from Premier Khrushchev's Address 

to the Soviet People -- August 7, 1961 Page #2 

Even at the time when the capitalist countries were econo- 

mically far ahead of the Soviet Union, we, Marxists-Leninists, were 

firmly confident of the boundless possibilities of the Socialist production 

system. 

Even at the time of the civil war, when the country was 

fighting against economic dislocation and_hunger cruelly gripped our people 

by the throat, Fin dpiele Stas Lenin's profound and unshakable faith in the 

“Superiority of the Socialist system enabled him to challenge capitalism to 

economic competition to advance the idea of peaceful coexistence between 

states with different social systems. 

    

   

Those who are confident of the economic victory of their 

social system need not impose this system upon other peoples by force of 

arms, 

This is way we tell the leaders of capitalist states, let the 

peoples, let history settle the issue which system, the Socialist or the 

capitalist, has greater vital power and is more progressive. The peoples 

will make their free choice and that systemwill prevail that will better 

satisfy human material and spiritual wants. | 

  

The Soviet Union, like the other Socialist countries, far 

from being interested in war, does its utmost to create unsurmountable 

obstacles to the unleashing of war by the imperialists, The communists 

have always regarded the struggle for peace as their paramount task, 

Our common convictions, demands and action program are set forth in the 

statement of the meeting of representatives of Communist and Workers 

parties held in Moscow last year.



_EXCERPTS FROM PREMIER KHRUSHCHEV'S ADDRESS 
TO THE SOVIET PEOPLE 

August 7, 1961 

It is noteworthy that industrial output in the two anda 

half years of the Seven-Year Plan period was as great as that of the 

entire fifth Five-Year Plan period (1951-1955).



SELECTED UNEMPLOYMENT DATA 
July 1961 and July 1960 

  

et 

July 

1961 

  

5,140, 000 

6.9% 

Percent 

Increase 

28.0% W 

a ena ARIA NAAN NCO EAT PPCM 
“porecereneneiecnees a ceacebeimeniauatiinl . smerny mementos 

July 

1960 

Total U.S. Unemployed: 

Number 4,017,000 
Percent of Labor Force (Seasonally Adjusted) 5. 5% 

Long-Term Unemployed: 

15 Weeks or more 

Number 834, 000 
Percent of Total Unemployed 20. 8% 

27 Weeks or more - 
Number 416, 000 
Percent of Total Unemployed 10.4% 

- Substantial Labor Surplus Areas: 
Major : | 37 
Minor 116 . 
Total . £533 

8-14-61 

1, 634, 000 

31. 8% 

1, 026, 000 
20. 0% 

88 

230 

318 

95.9% V 

146, 6% ye 
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