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ECONOMIC PROPOSALS FOR THE PEACE SE'ITLEMENT
BY AR7IHUR R. UIIGRL.V

ie United States needs dy-
namic policies in the area of for-

T eign economiics. In the past the
pattern oi our policies has too frequently
been based upon a projection into the
present and future of conditions that no
longer prevail. Rapid chanIges have
taken place in the foreign trade interests
of the United States. We have a stake,
now, in the stability and expansion of
the international economy. bThe shlar,
changes in our national interests call for
greater resourcefulness in developing
methods by which to protect and en-
large that stake.

Changing Structure o/ Our Foreign 7irade
The outstanding change in the foreign

trade of the United States in the first
four decades of the twentieth century is
a striking one indeed. In most of the
nineteenth century we were ireponder-
antly exporters of raw materials and
agricultural products and importers of
finished and manuiactured goods. In
the twentieth century this pattern has
been almost completely turned upsidkle
down. Within this century we have be-
come very heavy exporters of highly

finished products and the world's great-
est importer of many raw materials and
so..e primary agricultural products.

These changes in be nain features
of our uade have been brought about
by the great enlargement of industrial
production in the United States. Pro-
duelion ibr a large internal market,
especially our newer manufacture of
highly engineered pioducts, has brought
low costs And low costs have enahlcd
us to secure a mark:et for our products
i n many parts of the world. American
factory machinery, mining equipment,
road-building t:aqp ullent, lutolnobiles,
and nmachine tools are well known and
in high demand in many parts of the
world. We have advanced tile develop-
nent oi or ouwn continent in one-third
the iimeJelibrson thought it would take.
The equnipment which contributed to
that speedy success is wanted bei newer
parts of the world, which are beginning
the exploitation of their own continents.

These changets in our foreign trade
can be viewed (1) in ternis of geographic
areas and (2) in terms of commodities.
Our domestic economy may he con-
sidered to be nourished not solely from
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roots in our own national economy but
also, in dificrential amounts, by roots
penetrating into the several major world
areas with which we trade. Similarlyv.
it ntay be viewedt as nourished along the
lines of many commnodities of varying
importance to our domestic economy.

(;tog*phic Ala, As a trsuIt ol tihe
changes in our foreign trade, the direc-
tions of our trade interests have shiifted.
Rather than Europe, it is the newer
continents of the world that find our
heavy products most appropriate. We,
in turn, must feed our industrial pro-
duction with greatly increased types and
amouints of raw materials. These are
produced both at fome and abroad;
tldy are produced in the newer world
areas rather than in Europe.

'I lis change in tihe directions of out
trade interests is revealed ii Exr[tBIT l.
Here are given for the three major world
areas, Europe, the Western lernispliere
and Asia,' the amount and growth in
our trade with each of them from the
turn of the present century. 1901-1905,
to 1937.

Asia, reveal a rate of growth t, Ir ariove
that which has taken place in our trade
with Europe.

The figuies contained in Exnin Ir
also reveal one decided ,iagaulalr ete-
mcnt in our foreign trade. We export to
Eutope ilnlic more than we import

fri'oi Europe. and we iiimpo t nruch iotre
from Asia than we export to Asia. In
contrast, our trade with the Western
Hemisliphere as a whole is norrnally I much
more closely iini balance. Or cxcss of
explorts to Eumope has been I trgely pa od-
neucts of ailgriulti re, and we have ptaced
Europe in a position to pay obr her
excess of purchases flro1 usi by oul cx-
CeSS of purchases of raw inaterials from
Asia. In out payments to Asia ibor this
excess we siuppl the dollars which flow
back to Europe in payment for Europe's
export of finished goods to Asia, and of
eourse ifronm El ropt they flow back to
us in payment ol the goods we sell to
Europe.

The significant fact to be drawn frorn
tiis triangul r trade is that purchases of
large enough amounts of raw materials
by the United States fiom newer world

Are.
Europe
Western lemisphere
Asia, including Ocania

lHIBIT I )IktlNlros
I:xports

(In nl~itfns
,jdddlar.)

$1,360
1,158

679

op UN,,LD SPTASTS
,tpors

ao doa,)
$ 843

1.1131,031,034

In 1937, in terms of these three major
areas, total United States trade was
largest with the Western Hemisphere,
the trade with Europe was a close sec-
ond, and tihe trade with Asia a fair third.
But in terms of growth since the turn
of the present century the two newer
areas, the Western Hemisphere and

Includes Oceania, i.e., the countries on and south
of a line drawn form Japan through China and ex-
tending to British India.

areas can be a wholly adequate way of
providing the means whereby Europe
can pay for our excess ol exports to her.
What is needed, of course, is trade cin-
largement that is advantageous to all
areas, not a balancing of trade with
.specific aeas.

(Comnodities. The striking change in
the commodity interests represented by
our foreign trade is partially reflected

394

]~OREIT;N Tr~^r
2oral 2iode

1937
(I ,.ilflins

$2,203
2,271
1,71i

Gowth in [olfa
Irad, froni
/90/ /90<;

to 19Y?
42%~

300
550



Economic Proposalsfor the Peace Settlement

E4P,
Machinery
Petrole inn
Automobil is
Iron and Steel
Cotton
Edible Animal
Wheat

Impo
Rubber
Sugar
Coffee
Paper
Vegetable Oils
Silk
Tin
Wood Pulp
Wool

EXHIBIT II. CoM..O.irirs iN Ir. FOR.IcN T
Erport

1937
oltd Comm. Ihey (In rnht tj dollard

$479
376
347
300
369

IProducts 43
64

Imports
1937

"ld CommodIs (In miirons qf dollar)
$248

166
151
137
112
107
104

98
96

As an indication of our import trade,
nine important commodities are listed
in the second half of EXHmBIT II. These
commodities, with the single exception
of wood pulp, are imported from the
Western Hemisphere and Asia. Thus,
as our industrial production has grown,
it has "chewed-up" larger amounts of
raw materials. To be sure, most of these
raw materials are produced at home,
but many of them are produced abroad,
preponderantly in the newer world
areas. Of the nine commodities no less
than live, rubber, vegetable oils, silk,
tin, and wool, come in largest part from
Asia. A major part of our sugar and
about all of our coffee and paper (news-
print) are secured from Vestern Hemi-

sphere countries. Only wood pulp is
normally secured in largest amount firom
Europe.

Unless there is reason to believe tihe
trends that have been shown will ci ange,
American interests in the Western Hemi-
sphere and Asia are destined to grow;
that fact should be recognized in the
development of foreign economic poli-
cies. It is these areas that take mainy of

RAT)I Oil THEW1 {.Nil!) ~r~.lq
lzkportr C'hamecJrotn

A,'epge IqWl)J 5 MY)l 1905
(h ,rmlItons of dotlor) to ;g3

1 78 +514%{
82 +359

+ Over 1000
33 +809

335 + 10
182 - 76
131 51

Imports Changedjio
Average I/901 /903 f Ol I/95

(n miItion,, of dollars) to 1.7
135 +609%

77 +116
69 +119

~4 + Over 1000
7 + Over 1000

45 +138
22 +373

3 + Over I000
25 +284

our exports of petroleum, the major
portion of our automobile exports, a
great deal of our iron and steel, and
large amounts of American machinery,
mostly of the road-building, extractive,
and agricultural types, highly iuselul in
these newer world areas.

Perhaps the best evidence of the sig-
nificance of the twentieth-century peace-
time changes in our geographical and
commodity trade interests is to be
found in our wartime "commodity"'
experience. No important commodity
has been rationed because of failure of
European supply (control over paper
may perhaps be attributed to failure of
wood-pulp supplies). But the necessity
for rationing sugar, coffee, and shoes
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was caused in part by failure of supplies
from the Western Hemisphere and the
Far East. In addition. lirmitations on tilhe
use of wool by consumers and on the use
of manv other commnodities 1y ind ust ry
have been occasioned by short ages or
threatened shortages of Asialic siiupplies.
This evidence is miore striking whten con-
sideration is given to tile r c.rd ol srC ap
campaigns; in one way or another col-
lection of scrap or oth r rsulpies of tin.
rubber, i its, silk, manila rope. and qui-
nine iha e alli beti necessitated Ib faii-
ulc of supplies that miust cono across
the Pacific. Two years of blockade of
Europe (which blockades thi United
StalP:'sfoon Europe) caused is little in-
conveliCi(CC. in ix oouli ts tihe idoli-
nation by Japan of the Southwivesl(rn
Pacific causeld great inconvenience.

Proposed Lines of Poliv fo? the Future

Before specific international economic
policies are suggested, it is well to recall
the importance of sound dmerneic eco-
nomic policies as a basic pelretquliit e for
the success of any set of inrmnationa[
measuires.

a l'n'tipning ' ior the bob, n,'let Ero,?-
oay. Intel nationali trading. tor a Countliv

as important as the United States, can
be at high leveIls only if domrestic ac-
tivity is at high levels. For many impow-
tant lines such as steel. pelroleum,
machinely, and aui t..nobile production,
the induistrial podiucti on of the United
States valies fiom about 30(; to 60(P
of world production. Moreover, a con-
siderable part of thie raw imateria s thiat
are process d or fabrricated in our indus-
trial production come from abroad. Tilhe
level of domestic producl ion in tlie
United States, therefore. can have ir-
soundingly important efkects upon the
volume of our trade with the external
world. When productive activity in the

United States is high, our imports are
high. If pirodunctive activity and conse-
quently income levels are low, the result
is a low level of imports.

Foreign countriwes espcially tihe one-
lop) couintries, cannot initiate domestic

expansion in face ol depiession in the
counitries that are mnarkets Iob thir pri-
mary commnoditics. In order to provide
reasonable prospcrity in dlie areas pro-
docing raw materialis. industrial pro-
duirction i the heaxili industrialized
countries llmust be nintainein cd al r :aso[-
able high hevels. Likewise, the c.on.ries
endowed withi i div rssified industrial
product in andi I a large fraction of thei
world's total ind .i. rial prodtuction have
pn .ar'y responsibility both for inter-

national economic health and for their
owni donmesic well bi ing.

1Io illustrate this point there a re given
in ExiiHILT III a fw figureis for selected
imports, both free and dutiable, h.r the
years 1929 and 1932. to show how im-
port volume ol the United Statels e-
clines h'o. prosp(rity to deprecssion.
Althouigi tie uniibel ol items given is
small, their bei avior is fairly rprcsl enta-
tire lir most of the imports of lithe United
States ill theset two y hars. eli decline in
imports, of course, is generally greatcr
Ior a larger number ofl industrial raw
materials than of finish d godis. In tihe
entire list of i ports only cigarette paper
held its iwfl. Newsi int laper, iwood
pulp, and toys declined tilllively less
than other commodities. Iuti imports of
leatoier bags declined siIallyv, inrdicatlin g
thliat, when national incr.in.c falls. pur-
chascs of suc i. ( .m.. onrlit i dcecliline, as
hiappens in the case of industrial raw
mratrials when induistrial production
falls. In the period fhIlowing 1932. im-
ports rose with ihe recovery in industrial
pli oductlion a id ination; l incoonim..

If the United States is to have any
substantial freedom or action in the
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international economic area in the post- make firm long-term purchase commit-
war period, it will be of the utmost in- mernts br the annual quantities of indus-
portanee that strong economic health be trial raw materials that it needs, having
maintained in the domestic field. If vigor regard to levels of postwar domestic ac-
is not maintained in the domestic field, livity that appear attainable. Such
most policies can aim only "at holding agreemntrs night be made withi all raw-
our own at home." If that vigor is main- material producing countries that wish
EXItLBIT IL. UIN. i SrAr lI l rlpor'k VAUir IN 1 1929 A Nt 1932 uor Srin m Coeotlrmi TARIFlr

S[F*rU or StUcil CO'SIODi[iiS

1929

o/ ddl~ard

(1,iiiin
.fdeos,)

[mport
Conm~odjr1t4e

Free of Duty
Coffee
Rubber
Paper
Hides a1nd Skins
Wood Pulp
Tin

Dutiable
Sugar
.lute Burlaps
Nickel
Mnganaese Ore
Bristles
Leather Bags
Toys
Cigarette Paper

$302
245
145

137

92

19,32
(Il mtl ..i.,
q/dollars)
S~ I ...
$137

33
85
23
54
16

Decli.ne.
Per Cert

192 9i9.32

54%
87
41
83

- 54
-8 3

1i30 $ 38 71%
77 17 -78
17 4 -76
84 1 1 87
8 3 23 -72
4 6 1 1 76
4 1 25 -391)
41 41

7 af Rate or 6Sprofi mpirt
/tya~ a Ptrccrftage of1) ..I II.. ...II,, f
iVWu f ,nper

79201 7.1Ž2

I *i

I rev
Frec*
FreeskirIrcA

84q~
8lI

5j

12

60
60

FI CC

I'ree
Free,

lu,i,
I 9V7
1 93Q,

20
12
57
4

35
60 70

60
*part d~ ihein~r *ipL ill thi~ latMifica~ion arc suI~[ee t m a 0 % dtlty.

rained, on the other hand, appropriate
international policies can enhance it.

Provided satisfactory measures are
adopted for maintaining high levels of
economic activity and national income,
the United States can implement de-
sirable international economic policies.
Such policies are founded in our own
national interest, and they can also serve
to assist the raw-matrin al prioducing na-
tions of the world.

,SYabilhzed Rat,-Alahtteil Pluw:/a Aerer-
inenr. Given firm political settlements
and satisfactory war settlements. United
States leadership might undertake to

Arthur,, R. Upgie, "Southeastern Asia and the
Philippies as a Mlarket,." 226 h, nals 9
(i.arch, 1943). In this article was suggested thb
possibility of 'raw-materialopen-mrarke pur-
chases" to cover acquisition by the United States
immediately at the end of thie war of supplies of

to join in acceding to the termis olh'rcyd
anti might likewise be open to al{ loto-
tries consUnming siuch mnaterials

Yhese agreements could provide for
ilnnimum plriccs "to approximate those
price levels that appear as pilateaus be-
tween deep depression pri c vallecys and
the high-price peaks of extreme boom
years. "2 If the current prices were above
prices specified in the contracts, th bcon-
tracts would be suspended until the
prices reached the levels specified in the
con tracts.

Upon completion of the agreements
the United States could undertakc. for
its own account and possihly for the
raw materials exceedingly shoet in supply in the
United States as a device it give dollar assistance
quickly to stimulate world recovery. to the extent
hat sllch an arrangement may be foulnd prac-

tlcable, it woilld seem a more desirable way of
supplying at east sa part of the world with dollars
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account of other raw-material consum-
ing countries wishing to join in the
agreements, to finance thile purchases
and thus to assist in rehabilitation and
reconstruction. This assistance could
help to cover immnnediate pressing do-
mestic needs of the raw-material pro-
ducing countries or, in the absence of
such needs, assist these countries by re-
viving in them export markets for the
industrial goods of western Europe more
quickly than would otherwise be the
case.

The agreements could be written to
run five or seven years with renewal
contemplated in the third or fourth year.
The purchase of specified quantities of
raw materials in this way could provide
needed stability for the exports of raw-
material and one-crop countries. Such
stability is in the interest of the United
States, provided the single assumption
that the United States proposes to main-
tain high levels of activity for its do-
mestic economy is realistic. In the case
of raw materials likely to be available
at the end of the war, the price terms
set in the agreements could be most
favorable to the United States. In the
case of raw materials for which there
may be immediate shortages, the agree-
ments could provide for expansion of
production at reasonable prices.

European Food Purchase Agreements. No
one needs to be reminded of the disrup-
tion of the flow of United States agri-
cultural exports to western European
countries in the 1930's. But what is not

than doing so by providing the funds for inter-
national use in a more general way, for tile reason
tlat povislion of such funds would be for tle
acquisition of commodities needed by the United
States. Certainly such an arrangement should be
cxplored before resorting to monetary schemes for
advance of fund on open account, through an
international credit fund, or trough generally
iong-term loans-

so commonly recalled is the consequence
of that disruption in terms of the situa-
tion that then developed in the United
States and in western Europe. before
the outbreak of the present war.

These agricultural exports were
dammed up at home ibeginning early in
the 1930's. When the inability to main-
tain our export flow developed, various
kinds of sustaining, adjustment, and sub-
sidy measures were adopted for the
United States agriculture. With the on-
slaught of thile depression thle countries
of western Europe, to protect and shelter
their agricultures, also adopted various
measures, such as high tariffs, limited
import quotas. and milling require-
ments for a high-percentage use of do-
mestic grain. Following these protective
measures designed to secure homre mar-
kets for home producers, different kinds
of export devices were adopted by some
of the western European countries that,
through self-sufficiency (attained at
great cost), had moved from an import
position into a surplus export position.

Probably with the advent of thile Nazi
regime in Germany the control that had
been secured over the domestic market
in foodstuffs passed from an under-
standable economic or antidepression
measure into a militarist agricultural
policy. The impetus for control of agri-
culture had passed from the stage of
sheltering farm prices and incomes
against the worst of the depression into
the stage of stimulating and expanding
home-grown supplies to secure food self-
sufficiency? Such self-sufficiency was the

IFrom 1927 to 1937 colsumption in Germany rose
in the cases of potatoes, rye flour, bread, and baked
goods, arid fellii the cases of white and whole wheat
bread, neat, milk, eggs, vegetable,. and tropical
fnlit. These data are for German workingmnwn
Ifamilies whose real incles are estimated to have

risen by about 25% in this ten-year peniod Thus
self-sufficiency was parnally secured by moar
humna, consumption of bulky foods and less
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outstanding requirement, second only to
adequate rearmament, for convincing
the German people that successful war
could be possible. It was necessary for
(German leaders to boast not only of
modern instruments for blitzkrieg but
also of an assured food supply for thte
civilian population, which might other-
wise be adversely affected by a British
blockade.

By the middle of the 1930's, defensive
protection of German agriculture was
changed to offelnsive drive bfor food self-
sufficiency. Among other things, prices
were increased subhstantially above the
levels of most of the 1920's in order
to stimulate the needed increases or
changes in agricultural production and
to cover the high cost of the additional
'"forced" supplies.

The results of this process are easily
reflected in the prices for agricultural
products that prevailed in western Euro-
pean countries. At a time when lard was
being sold at less than 8 cents a pound
to consumers in the United States, it
cost consumel's more than 32 cents a
pound in Germany. In the case of the
staple commodity, wheat, the following
prices in dollars per bushel prevailed in
January of 1936 in selected western
European countries: France, 1.55; Aus-
tria, 1.85; Czechoslovakia, 1.97; Ger-
many, 2.29; and Italy, 2.47. 4

Yet ad lhe same time that the price of
wheat in Italy and Germany was more
than $2.00 per bushel, the price ol wlheal
in the Argentine. Australia, Canada.

human onlsumption of the fooda which arl Ion-
centrated from grain (grain used as food in the
fonn of bread goes about seven times as far" as
when omnumed in the form of eggs and meat). it
may be said, in fact, that the policy was 'aiott
200% wrong btcause., given the rise in incomes
which did occur, Germsan workingmen's familie
got more ptatoes anti rye and less meat and fewer
eggs when what they wanted was mor eggs and
meal and less potatoes and rye. See Otto Nathan,
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and the United States ranged firom
$0.93 to $1.06 per bushel.

The "battle of wheat" in Italy a
struggle to lift wheat production fromn
about 175 to over 250 million bushels
was won both at the expense of italian
consumers and at the expense of pro-
ducers in the wheat-exporting coa.i.tries
including the United States. Though
Mussolini personally dramatized the
battle, no mention was made of the re-
suiting high prices Italian consumers
had to pay for wheat. The story was
much the same in Germany. And what
probably could )e called "counter-de-
fensive measures" appear to have been
adopted in Czechoslovakia and France.

Thus it is clear that the effects of the
situation lowered the price of wheat to
$1 a bushel (and for most of the past
decade to less than that) in the world's
great surplus-producing countries and
increased it to an average of about $2
a bushel in the world's great deficit
area.

Accortdling to the Statistical Abstract,
during the period from 1933 to 1940
total "government payments" to agri-
culture in the United States were no less
than $3.859,000,000, a considerable part
of which was paid to pork and lard pro-
ducers and to wheat growers, now de-
prived of the greatest export market
that had formerly been open to them.
The amount of payments (to all agri-
culture in the United States) rose to the
annual level of $1,000,000,000 in the
latter part of this period.

"Consumption in Germany during the Periol of
Rearmament," 56 QuarlIy 7ourna/ of i/nonomw 349
(May, ]942), anti Carl Major Wright, &onomk
idaptation n a canging I1r'ld Market (Mrinksganrd,

Copenhagen, 1939)
league of Nations, E/uIomnic Intelligence Service,

[4>/d Prrluction and lw-es, 196 3IL6 (New Yok
World Prace Foundation, 1936) pi 19.
Ibid
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At the time of these large payments to

agriculture in the United States, the cost
of self-sufficiency in wheat for France,
Italy, and CGermany, and in Ibarley and
pork for Germany only was aiounming
annuallv to no less than $1,5001,000,000.6
In other words. these Luropean tot.l-
tries could have obltained their Siup plies
of wheat, barley. and pork at a saving
of i1,500.000,000 a..o.iuallv had they
been purrchased liorn the world's great
surplus-producing countries at prevail-
ingworld-i nllket prices rather than pro-
duced at home under the forced draft of
high prices ior the doirimestically pro-
duced supply. It is true, of course, that
had the supplies of these agrienhuara
products lbee i pirchascd in tilhe world
market, the world market plices might
have been somewhat higher. Neverlithe-
less, European prices certainly would
have been considerably lower. l [iat the
benefit of price gain might have fallen
partially to the producing countries is
no oljection in light of the great saving
that would surely have accrued to Euro-
pean consumners.

For the period following the war, firm
and abiding arrangemnents should be
made Ibr a tomch larger p ostwar import,
by the western European countries, of
the barley and whieat of Canada and
the wbeilt, pork, and lard of tll United
States. The peace settlement. ther fore,
should contenmplat including such food
purchase agreements, in order to put an
end to the process that hIas shair I cur-
tailed export markets of tli e ii ent
(as tested by price) surplus-ptoducing
co .untres and ithiat has resutlted in ex-
tremely high-cost basic food supplies for
consumers in western Europieal coun,-
tries. Such agreiements would, of course,.
be nondiscriminatory in trealmet; I hat

Ulnivecrsitly f Mminnesta, I hr AFldJci nun. Ind
1the Pea (Minneapolis, Univcri Wtv of Minnesota
Pres 1943), p. 25.

is, all producing countries would be
permnnitted to participate on the export
side, with agreement to be imposed
upon or sec .r. itt from western European
countrics.

'1 hese agreemeniits wol Id impose re-
duedion in output I) b ihe dcinonstrabyly
inefficeient wheat-plroducing countries
anid relieve the i ccssity for such reduc-
tion by thire efflicient surplus-producing
countries. Agreements of this kind prob-
ably should have a d'-ratdon of ten or
fifteen years. In a period of I mat len gth
not onivl wold tIdaduially increasing
aimounts of these staple and basic bfood-
stuifs be takeni by western European
counries at great savings to them,
but also Euiropean agricultural unlrgics
andl, isollrcs would be transferred intto
the piodueit ii of more profitabl t
conmodi ies.

This tn lsk'i of agricultural energies
an id resoure cs into tihe production of
mlore I roifia iac commodities means that
tile western European ouritories would
undertake a process o[ c haigi lin g lheir
agrtriuhural output towaid the produlc-
tion of the protectiv e i. ood s ucich as mcan,
milk, vcgetarl% eggs. mand butter . This
is the kind of profitaiih arijustment thiat
has been made in the past in I)cnm ark
and Min csota. A similar adjustmeint in
agricultural productton sI ... l, in dime,

tct doubl sv iing lo(r coistuiners in
westeirn Europe Threi would be a pli-
mary saving in cheaper b asi foods. pal-
ticularly wheat, pork, and ilad, There
would be an additional brenelit in Fatrer
supplies of Ihe foods thiat Europe is able
to pirodue and is reasonably well kno ni
to want in larger a non.its, givien a pos-
war restomation of prosperity ibor wslern
Europe. If we do not isli to plain and
work forI tihat kind of a Europe after the
war, a continuation of thie air ngemnets
that prevailed before 1939 may as well
be permitted ltb the indefinite future.

400



Economic Proposalsfoi
A wsing, Ne ...wr (Coun,,t ir to Induslrialize.

The people of the United States can
hardly he surprised at the aspirations of
newer c .nti. tries to inclrease their indus-
trializalion. iThouse countries wish to
emulate the successful industrialization
el the United States If we have been
wrong, we had better hurrvy to tellI themi
SO.

It seems alundanrly clear that there
is Ino question whether such n(wer Coulrn-
tties are going to induistrialIze. lhe. v are
going to do it. It is also (lear thait
thir warninm Iprospelitv and it{e large
amounts of Ibreign i finds ;11l1 gold thcy
have accumulated a re going to el l )
thec, to advance such industrialization.

Conisecquenliy thie grnat (st help that
we in tilth Unitied Stales probablly can
give will he to try to point ot t plainly
from our own exvertri e.ce tlire mistakes
that can be made. A snmaller country
with a srmalli market cannriot expect to
industrialmize on every froll even in theli
United States wce cannot expect to be-
come synthetic Ciiderell as producing at
home every conrnodity we need and
importing none. Just as we cannot ex-
pect to bc co.i pletely selfsufficicrtnt and
at the same imi maintain highil ad-
vanlccs in total o .p It, other countries
calinot cexpect to underlake evell as

broad programs of industrialization as
we have attemnptecl. The United States.
however, out of its own experi nce can
suggest the lines in which newer arnd
smnallicr countries caln expect to attain
reasonable success in indiustrialization
despite their more limi ted markedts. I heir
aiteas for indusitiialization would p roba-
hIlv be most successful in tie lighiter
goods idustirics. where opti mum size of
plant would paobably yield a quantity
of production not too great to he ab-
sorbed by the internal market of the
industrializing country.

In furtherance of such a policy we
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may well recognize that atariffi ae a
most conventient device to Iacilitate in-
dustrialization. By suggesting to the
newer countris dhat they adopl tariffs
i some lines, w Illay heI aiblei to pcvni

the inpositon t O in o olither lines.
In factin,. if the pobleiins ofi lic indlus-
trialization of newe rComintcr rs could be
solved in his [¥Iricnd iv way. the United
States inigli iultim athely cJl to uy
suipplies floirn s .n.c of the iidustries I hns
stablisheld in thie I(wetl c(Oinrics.

In this way we should pitolnot or
ourselves continued enlrv into the mar-
kots of those newer rolintries. VW ini < ld
sell them the industtrial goods for which
we have relatively great production ad-
vantages. In tuo n weC coild securie fiI.ro
their somne of the produi Is we wan
without participating in the promotion
of foreign investmnt n thiat mna) iinot (o-
nomical ly met theb needs of iw i oni-
tries where it is made,.

Atinm...Jol~itic AItoiui,. i IThe United
States could wli con sider joinin g with
other indusutialized cmountries in fori .i-
lating, as one of the glidcs lor postwar
policies of foreign trade, an international
equivalent of the Sthrmn.an Antiitust
Act. Monot .listic plactices in wolld
trade arc iiliplemenited primnaria hly Ieh
cartel in one foirim or another. lThe fil urP

of ca rul atrrangeti ents is, ther char, tlh
subject ol wide discussion both it home
and abroad. Exccejt for (1) special cases
of export iassociations (Webb-lP .ln(.rerIc
Act) and (2) tlhe extcnt to wihich we
may hiave been drawn inIo cartel-lik,
participation by paltent and pirocessing
agreenents,. we have generallv rem ained
aloof front these restricib oirganiza-
tions, and infact our national pollc has
set obstacles in the way of Ameniclan
participation in carteli.

Skepticism that international cartels
can promote international well-bcing is
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shared by Russia. It is also of great inter-
est to observe that cartel policy has
become the subject of wide and popular
discussion in England today. Conse-
quently, if both the United States andi
Russia are generally opposed to meas-
ures restri:ting trade and if Britain too
increasinglyigy veers to this view, it would
seem highly desirable to consider the
adoption of policies aiming at cli mi-
nating monopolistic restrictions upon
world trade.

Measures could be designed to in-
crease thie effectiveness of competition.
The enlargement of competition has
brought in its train the application of
new, efficient, and advanced industrial
techniques. The steel industry offers a
case in point. In the United States there
are moure than 25 continuous strip-sheet
mills that have been of great assistance
in our war production. But mills of this
type do not seem to have been developed
and put into use so widely in countries
whose producing companies are mem-
bers of the international steel cartel; in
England, for example, there is only one
such plant.

A policy designed to combat restric-
lions on international trade of course
would be in conformity with our do-
mestic policy. It would be the antithesis
of many proposals recently advanced in
behalf of arrangements to permit our
industries "to cooperate" or "to be co-
ordinated" with cartelized industries
abroad. We in the United States are
willing to place our trust in the pro-
motion of free competition in domestic
trade. We can serve the world well by
trying to advance similar progress-
yielding policies in the lield of inter-
national trade.

Just as the food purchase agreements
proposed above would eliminate restric-

tions upon European importation of
agricultural foods from the eflicient sort-

plus-producing countries, in a sinilar
way an antirestriction policy for world
trade could remove trade restrictions in
the case of many industrial products.
These rcstrictive arrangements are fully
a parallel to the costly restrictive devices
that hiave been shown to prevail in
western European countries with respect
to agrcli nhal h ..od pI I ucts

A Realiltic Internalional Program
In the preccding section five economic

policies have been proposed [br inclu-
sion in the peace settlement whichi will
be made at tihe end of the war. With
the exception, of course, of the policy
needed to maintain vigor in the do-
mestic economy. each of these policies
is specific about the action needed to
implement it in the international econ-
omy. But whether these policies are or
are not the most appropriate policies for
postwar world progress, the United
States must without delay commit itself
to the task of determining the postwar
international policies that are desirable
for its own interests and those of the
world in which it trades.

Intanational Collaboraion. It will be ob-
served that emphasis is placed on the
desirability of policies; that emphasis is
not placed, or at most is placed only
secondarily, on international collabora-
tion per se. If intel national collaboration,
as a recommendation for tihe United
States, does not clearly reveal the de-
sirable policies for the United States
which such collaboration is proposed to
advance, then it can be expected neither
to find nor to enroy majority support
for long.

The decision to wage war is an expres-
sion of adopted policy, though tile de-
cision to embark on such a course may
have to be made without delay. The
decision to play a vigorous part in de-
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terminning the lorno the peace settlemennt
shall take is also a policy a policy that
can be oastened if there is clear under-
standing that participating in such
settlemnents can advance the interests of
the people of the United States. Co-
laboration. in contrast, is not a policy
,but only the means By wbIich we pro-

pose to achieve the policy obijectives we
have determined for ourselves.

Aloi/orli Suppt. 'lhe recomilnenda-
lions of policy which l have been made
above indicate the wav in which certain
international policies will work to the
national interests of the United States,
because they mean advance lifor our agrii
culture, secuting expor t markets for or.'
industries, and so firth. A final problem
remains: how in the United States can
majority support for an initernatitonal
program be secured? Public opinion in
this country on international questions
is still almost as fluid as it has been ever
since thle out break of war. In the prlocess
of compromise which is the very es-
sence of democarac v and anlithesis of
dictatorship one by one a illjorit v ol
the individual groups wilchi collectively
make ip our country must expect to find
some balance of positive advantage for
its interests in the policies proposed for
the postwar period

What are the advantages to be gained
from thile kind of policies proposed in this
article? (1) A domestic economic policy
designed to maintain a high level of
national income in the United States
can contribute immeasurably to the ad-
vancement of the world's international
economy; it is the sine qa non in any
international program. (2) Not only
could raw-material purchase agreements
assure certain and reasonably priced
raw material supplies to the long-run
advantage of the United States; they
could also contribute to the stabilization

r the Peace Settlement 403
of thie economies of countries prlxhocing
them and thus to the advantage of our
ownl export industries. (3) Food pur-
chase agreements could provide for
American fariuers a most substantial
stake in international riade. (4) A policy
of assisting ill lihe industrialization of
newer coiuntries il crtai i inis tiat
pronise advantage to I hem cian ptromote
the export-trad ing itn rests of thlie I iled
States in maniv otheri lines tihat ihave
long shown economi ic advai age ior us.
Finallv. (5) an antirclriction pdicyv for
the entire world's intrnationa Irade
couid Iron Uot entryv of the prxoducts of
our owNl industries ino, world imarkeits
and provide the world xilt chelaper
industrial products.

A proposal in Ihe peace seititMncit
to ihpn p.n Len t each of these ecoIno .oic
policies would win many ailielrerts to
such an inlcInational program. But
there no doubt arc addiimal policies
that advantageously (an be suggested
for ill :lusion. Lachi of tie gronips whose
aduantage theroby is ropcrly served
caDn elln be contried ulpon to align itself
wiith the international Ipirogran. and tile
program will be built up in this way,
brick by lrick.

Such additional gioups n. ight, for ex-
ample. include those interested in avia-
tion, who would find satislaction in an
international air policy insuring free and
unrestricted use of airports everywher e
for inniocent international piassage.

Another group, made up ol those who
place major emnphasis upon the United
States' continuing to be the seat of great
econo. i: power, night find thlieir or)}c-
tives properly and effectively advanced
by an international program which
would include specitic arniangcments to
assure to the United States fuLure sup-
plies of oil, rubber. lead, zinc, [nanga-
nese ore, and the like. Such a group, if
it does not develop a preference obr
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policies promoting economic scll-suffi-
ciency, will wish that the alternative of
overseas supplies carry the assurance of
adequate protection. Members of this
group will hardly be satisfied with most
of the general and untried international
policing arrangements, about which
doubt has been expressed even in gov-
ernmental quarters. Those who sell to
is most frequently will have similar con-
victions or aspirations.

Other groups recognize that if we
have somle economic roots of support
necessarily penetrating into foreign
lands (and this is quite inescapable if we
are to continue strong in a world that
is rapidl ly Ianin g modern industrial
techiniques), we will build up a deglee
of ieiendly interest or, complementality
that should be pronimoted as widely as
may naiturally jresuit fitomn such eco-
nomnic integration. To subject our reia-

tions with such areas, which individually
in the past have wished to promote close
relationships, to the encumbrance of a
set of international organizations and
institutions seems to these groups to be
a source of unnccessaiy risk. With much
force they advance as proof ol their con-
tention the position we have had in most
of out own hemnisphere,

lhe p0oint that major ity support must
be secured y ofllfering the advantages
to as many groups as possible, and alien-
ating riom tche program as lew groups as
possible cannot be too strongly empha-
sized. The past discussio T of am inter-
national piogram for the United States
has consisted too preponderantly of the
nwrt institutional arrangements fbr ad-
vancing our interests. There lhas been
too little empihiasis on the qnestion of
what the interests are that the United
States wishes to advance.
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