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DRAF? STATEMENT BY THE SECRETARY OF STATE BEFORE THE
“~ HOUSE COMMITTEE ON FOREICL AFFAILS IN SUPPORT
T OF UNITED STATES ACCEPTANCE OF kELBERSHIP
"IN THE INTERVATIONAL TRADE CRGAVIZATION

I welcome the opportunity to appear befors you today
to present the Charter for an International Trade Organi=
gation. Like the Point IV legislstion which you have
Just reported favorebly to the House, this is not an
anergency measure, but rather a furthsr basic atep in
the effort to establish world conditions under which the
institutions of freedom can survive and prosper over the
long term.

Largely through the Kuropean Recovery Program produce
tion in Burope has been restored to above pre~-war levels.
In Point IV we hé%e to help in the long process of buiiding
production and bringing ebout higher standards of living in
underdeveloped areas, But development of producticn is not
enough, Countries must be able to exchange the joods they
produce for the poods of others which they need. 1In other

words, production and trade are two sides of the same

coin, both necessary to its value. The International

Trade QOrganization is designed to help improve the con-
ditions of world trade, by establishing a code of

trade principles which member counbries will undertake to
follow, and an organization within the United Nations

structure to help make those principles effective and to

Eerve

Federal Reserve Bank of St. Louis



Digitized for FRASER
http:/fraser.stlouisfed.org/

-2 -
serve as a forum in whicﬁ trade problems can be discussed
around the conference table.

I should like to place the ITC in the setting of
the world situation by reviewing the position of the
Uni ted States in the world today, recalling the mejor
coursee of action which the United Stetes is following
in its foreign relations, and describing some of the
major problems which we and other countries face, What
I have to say will provide & background for vour con-
sideration of a number of other memsures which will
come before you, as well as for your consideration of
the ITO,

Importence of United States in Torld Ieonomy

Although we all recognize the fact that the United
States is the economic center of the world today, it is
sometimes difficult to grasp the full meening of this
fact to the conduect of our foreign relations,

With 7 percent of the worldts population, the United

States accounts for 50 percent of the world*s industrial

"and 20 percent of the world's eagricultural production,

It is the world's lergest single market., It is the
greetest single producer and consumer of a wide variety
of important products, It has the highest per capita
inecome of any country in the world end its exports and
imports account for over one fifth of the world's inter-
national trade, Though our war effort drew heevily upon

certain
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certain irreplaceable natural resocurces, ths war by and
large did not damage nor impeir {nited States productive
capecity, either in industry or in agriculture. On the
contrary, the United States energed from the war with
its productive facilities in both of these great aress
vastly increased,

The economic policies which the United States fol-
lows are therefore of enormous importance to the rest of
the world, What it does, even things which sometimes
seem to us unimportant, can have direct and vital impact
on the prosperity, indeed the very ecomomic life, of other
countries. The-slight decline in our economic asctivity
that occurred last year, for example, resulted in a fall-
ing off of our purchases of foreign-nade zoods which
directly contrituted to the worsening of the position
of the United Kingdom., It made other countries uneasy
about the stability of our economy, which in turn had

an effect on their own economic situetion,

Importance t¢ the Tnited 3tates of World Economic Conditions

 The converse of this proposition is equally true;
namely that econoric conditions in other countries and
the economic policies followed by other countries directly
affect our prospsrity. For the United States is inseparably
bound up in the world economy. We have found by experience
that the United States cannot remein an island of prosperity
in a depressed world,

The
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The United States is dependent upon other countries
for the supply of many things which it vitally needs and
for markets for vast quantities of the produets of itz
fields and factories,

The life blood of international trade coursing through
the world brings strength and vigor to our sinews asz well
a3 those of other countries. If that blood stream is
blocked or diluted, we suffer along with others,

Perhaps even more important than the direct economic

relationships is the political effect of economic situnations,

Presperity, high ;tandards of living, busy factories end
fields in the other free sountries of the world contri=

bute to the political conditions in which we and other
people can go about our lawful business in pesce, In

many countries of the world, some of which heve just ate
tained political independence, hundreds of millions of
people are no longer content to live in conditions of
poverty and distress, These peoplea are striving for
better living conditions, There is a genuine and far=-
reaching revolutionary movement sweeping a large portion

of the world. The choices they make as to ways of achieving
their goals will have the utmost significance for the United
States. And one of the factors influencing their choices
will be the extent to which we are able to contribute to
their economic edvancement and to the improvement of world

economic conditions,

Responsibility
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Regpongibility of the United States for
World Leadership

The predominant position of the United States I
the economic field imposes upon us heavy responsibilities,
It is exiomatic in the life of nations as well es in that
of individuals that power and strength carry with them
responsibility for leadership, We could not escape this
respnonsibility today even 1f we wished to do so, but the
Congress and the people of the United States have made it
abundantly clear by their actions during and after the
war that we shall not shirk this respensibility, The
yeara shead will test the staylng powers of all of us as
we move away from the immediate, dramatic problems of the
post-war period into a period requiring sustained and
consistent effort,

The United States has chosen to exercise its leaderw-
ship by part%cipating with other countries in seeking
soluticn of common problems, We were the principal force
that brought the United Nations into being and have given
it our full support. The central idee of the Buropean
Recovery Program %s United States participation with
Baropean countries in solving their problems of production,
distribution and trade,

I would like to siress at this time, that although
it is our economic strength that forces us into a vosi-
tion of world leasdership, that leadership has been effective

for
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for e far more fundamental rezson than the mere fact of
our atrength, I%{ has heen effective because our effortis
have been to promote the interests of others as well aa
our own, Our purpose has been to help, not to dominate.
We have recognized the right of every man and every country
te live and davelop in its own way. We have sought to
find ways of working harmoniously with countries whose
ideas and needs and ways of doing things differ from

ours. We have not sought to impose our ideas upon them,

The Pregident's Program
In hig Inangural Address, President Truman ﬁutlined
four major courses of action for the United States: namely,
to support and strengthen the United Nations; to strengthen
free nations against sggression; to promote the develop=-
ment of the underdeveloped sreas of the world; and to
continue our programs for world economic recovery and
rebullding w;rld trade,
These four major courses of action require a variety
of activities in the economic as well as in the political
.and security fields, They are closely related. Each
supports and sustains the others.
et me therefore refer briefly to the sction taken
and proposed under each of these points in the President't-s
program and show you how they are related and how the
measure now before you is designed to help carry the
program forward,
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Strenzthenins the United Nations

We are participating fully in the work of the United Nations,

In Indonesia, in Kashmir, and in Palestine the United Nations
can claim eredit for helring bring the military phase of a conflict
to a close, Through 1is Specilal Committee on the Balkans and its
observers, the United Nations has spotlighted the assistance given
by Communist countries to the guerillas fighting against Greece
and has thus contributed to the successful conclusion of Greek
military operations.

The United Nations Commission for Korea has helped secure
the withdrawal of foreign troops from the country and the recog-
nition of the indepen?ent Republic of Eorea. \

The General Assembly of the United Nations has msde recom~
mendations for the disposition of the former Italian colonies
which call for the creatlion of an ihdependent Libya by Jamuary 1,
1952, and an independent Somaliland after ten years of Italian
trusteeship. These recommendations sre binding upon the major

powers concerned,

 The Assembly, with the support of all fifty-three non-Conmunist
members, rejected the Soviet Union's so-called "peace”" vronosals,
thus sdmipisteriny a erushing defeat to a major Soviet vropasanda

BANOSUVI'G,
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The Assembly has unanimously approved a program for technical
cooperation in underdeveloped countries, through which these aress
cen draw upon the technical facilities of the speeialized agencies
and of member states in such fields as health, education, agricul-
ture, labor and civil aviation in order to raise their own standards
of 1living.
The United Nations ie a workins orgenization, To make its
work more effective the nited Nations has estgblished an Economie
. and Social Council and speciallized agencies exist in wvaricus fields,
for example the Food and Agriculture Organization, the World Health
Organization, the Internstional Nonetsry Fund, the International
Bank, .
But there is as yet no United Nations ageney for dealing on
a cooperative basis with problems in the vital field of trade.
This is a major gap in the United Nations strueture. The Inter-
naticnal Trade Crganizgtion would £111 this gap. It would be a
specialized agericy of the United Nations. It would provide &
United Nations forum vhere trade problems could be amicably
settled around the conference table. It would thus strengthen
the United Nations, And anything that strengthens the United
Nations is good for us,
Strepsth Against Agzgression
We have teken far-reaching steps to strengthen freedom-

loving nations against aggression.
| | If
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If the energies of men and women are to be released for
the building of a pesceful world, the fear of aggression must
be removed., The United States has participated in the Rio
Pact for Western Hemisphere defense, We have helped develop
and put into effect the North Atlantic Pact and a North Atlantie
defense structure. We are in the process of implementing the
Milltary Assistance Program first approved in this Committee,
The establishment of the Forth Atlantic Treaty Organi-
zation, based on the inherent risht of selfedefenze recog-
nized by Article 51 of the United Nations Charter, greatly
expanded and strengthened the previously existing Western
Union security erranzements. Since its establishment in
September, subsidiary bodies have been organized and are

actively engaged in planning for inbegrated@ defense of the

North Atlantic area in military, production and related

financiel and economic fields, based on the principles of
self-help and mutual aid, .

The objective of these efforts is to strengthen colw
1€ctive security, thus lessening the possibility of aggres-
sion = without jecpardizing economic recovery - and also to
ereate the atmosphere of confidence in Burope necessary to
recovery.

United States security and that of other North Atlantie
Treaty countries and hence the free world has been strengthened

by the establishment of the North Atlantic Treaty and its
implementation
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implementation through the Military Assistance Program, both
in terms of arms shipments and by the carrying ocut of the
self-help and mutual-aid concept through integrated planning
for additional military production by Western European countries
themselves, with a view to strengthening our collective defenses.

During the course of this session of the Congress, this
Comnittee will be presented with a request for an appropriation
to carry forward that program. This is a further vital measure
to advance the vital interesis of the United States.

But security rests not only upon military arrengements.
It resis upon econodmic health and strength and uwpon the removal
of causes of friction between friendly nations. Expanded and
peaceful trade between the free nations of the world will
strengthen both their economies and their unity. And to the
extent that peaceable trade between them increases their economic
strength and .contributes to stable internal conditions, they
will be the better able to resist aggression should it occur;
This is another reason why we have devoled sc much effort to
reaching agreement on trade principles and the establiskment
of an international organization which can contribute to the
rebuilding and expansion of world trade.

Incidentally, I don't want to suggest that we should sup-

port every measure which the Soviet Union opposes, tut if
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additional testimony to the soundness of this conclusion is
needed, it may perhaps be found in the fact that the Soviet
Union has attacked and boycotted every major effort proposed

by the United States to strengthen the eccnomies of other free
nations or to restore and develop trade between them. Its
attacks upon both the European Recovery Program and the Intemma-

tional Trade Organization have been bitter.

Promoting World Production

In addition to strengthening the United Nations and
guarding against aggression, the President stressed the need
for promoting world economic recovery by restoration and develop-
ment of production and by expansion of trade.

The problems involved in achieving world economic recovery
and trade expansion are varied and challenging. We are seek-
ing to meet that challenge in a variety of ways.

We are meeting it by programs designed to restore or
create production in other countries. We are meeting it buy
programs designed to remove or lessen thé. obstacles to trade.

The results of the Buropean Recovery Program to date have
been enccuméing. But, as T said earlier, there is still much
to be done. We must persist in our effort and not allow it to
fail by slackening off prematurely. There is still a sound
truth underlying the old warning against being “penny-wise and

pound foolish.™
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It has been possible, nevertheless, to reduce the request
for an ECA appropriastion to 3.1 billion for fiscal year 1951
as compared with funds made available in the first year of $6
billion and $4.7 tillion for the second 15 months. This Com-—
mittee will shortly be considering this matter.

Contimation of ECA aid on this scale is esséntial to the
achievement of our purpose. The American people have invested
in recovery and peace. It is an investment which is paying off.
It is an investment that I am confident the United States will
never regret. ‘ |

The Intermational Economic Development bill approved by
this Committee, and the bills amthorizing certain guarantees
for foreign investments approved by the House and Senate Bank-
ing and Currency Committees, are also desigred to promote world
economic recovery and growth. They do so through another channel
of approach, that stressed in the fourth point of the President's
address; by making availsble American technical knowledge and
American capital to enable the underdeveloped areas of the world
by their omn efiorts to achieve greater production and higher
standards of living. MNore production is fundamental to their
prosperity and security. Their prosperity and security will

contritute to ours.
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PROMOTING WORLD TRATE

But world economic health camnot be schieved in the
abgence of a heplthy and expanding international trade,

It does 1little g00d to nroduce goods if you can't sell them,
The next step in the restoration of the Buropean economy,
for exasmple, is to expand the flow of goods between the
countries of Burope and with other countries, particulerly
herd=currency countries such as tae United Stotes,

How to make poésible a grester internationel exchenge
of goods is one of the most vital and in many resnects the
most difficult economic problem in the years immpddiately
ahead, On its solution Europesn recovery, world economie
development and contimed United 3tates vrosperity are
all heavily dependent,

Hore two things stand out! the everwhelmingly creditor
position of the United States in world trade, and the mass
of restrictione which block the channeles of tresde all over

the world,
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The *Unfavorsble® United States ZTrade Balancs

The United States has for many years, been ex-
porting very much more than it has imported and fi-
nsncing the excess of exports over imports very largely
by taxes,

In 1949, for example, we exported roughly 17 1/2
billion dollars worth of goods and services and ime
ported about 10 1/2 bdillion dollars worth of goods
and services, Investments sbroad, both public and
private, amounted to about 1 billion dollars and there
were about 1/2 billlon dollars of remittances from
our citizens to ot?er countries, The balance of about
5 1/2 villion dollars was financed through direct
United States Government eseistance paid for by the
taxpayer,

Since World War II, at least, we have done this
for solid reasons of national interest, But it is a
sltuation which we cannot continue indefinitely., We
sre therefore directing our efforts to finding weoys
of enabling other countries tc¢ ovay us for more of the
things we went to sell and that they want and need to
buy,

We could, of course, let our exports drop sharply,
But this would hurt other friendly countries and our

own
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own economy. The Committee is familiar not only with
the need of other countries for products Irom the ™
United States, but alsc with the enormous importance

of the export market to very important segments of

United Stutes industry and United Stutes agriculture.

We could continue indefinitely to finance a large
gsurplus of exports over imports by direct grants from
the Treasury. Some sssistance of this kind will un-—
doubtedly be necessary to meet particular situations
which it will be in our national interest to deal with

in this manner. B2But these situations should be met .
on their merits. It would obviously not be desirable
to adopt as a matter of lon -range pelicy the practice
of financing from the UniteddStates Treasury the sale
of products which our farmers and our businessien
would like to sell abroad.
We are therefore endeavoring to expand United
States investments abroad and te encourage imports.
With respect to investments, we have recently
signed treaties of fricndship, commcrce and navigation
with Italy and Uruguay. ie arc negotiating similar
treaties with a number o Other countrics. Satisfactory
treaties o this kind give real assurances to investors
sending their capital abroad. The guaranty legislation

now
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now before the Congress should serve 1o encourage
investment abroad. The uport-Import Sank is making
approprizte loans. All this will help to close the
gaps But the velume of investment is me® likely to

be nearly enoughe It must be serviceds It must ulti-
mately be repaide

The most important met-od of clesing the "dollar
gap® 1s to increase our imports. We are pursuing this
objective through further tariff negetiaticns under
the Trade Aoreements program, and by simplification
and improvemen% o customs procedures, We are con—
sidering other appropriabte measures to this end. This
problem is rapidly beins recognized in the United
States and is being mosi seriously thought aocut not
only within the Executive Branch of the Government,
but Ly many groups of private citizens,

I velieve that steps to increase imports must be
vigorously pursuved. Incrcased imports are obviously
to our national interest., Increasec imports would
enaole our people to et many t: ings that they need or
would like to have, adding thercbhy to our siandard of
living. Tyey would make it possible for other coun-
trics to earn more ol the dellars which they need to
pay for things that they want to buy from us and that .

we
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we would like to sell them. If we merely spent as
large a proportion of our national income today for
imports as we did twenty years ago we would be well
on our way to a solution of the problem.

kr. Hoffman has elequently and forcefully stated
on many occasions recently the vital importance 1o the
gsuccess of the Buropean Lecovery Ppogram of increased
imports inte the United 5tates from Burope. Jihat he
has said about Europe is equally applicable to other
countries in the worlda

4 material and persistent increase in our imports
is vital to the long—run economic health and prosperity
of the United Stutes and of the world.

Tiie ITO as a Contribution to Preeing the
Channels of ijorld Trace

OQur. programs must be directed towards freeing the
channels of world trade from as many as possible of
the 6bstaclas and restrictions and discriminatory ar-

rangements with which they are now clogged,

If the channels of world trade are not cleared of
these restrictions, the economic recovery and the eco-
nomic development of blkher countries will be impeded,
our own goods Wwill not be avle to find markets aoread,
we will be hindered in our efforts to get many of the

| things
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things we need from abroad, and economic frictions
between nations will be generated as they vie with
sach other in the manipulation of restrictive devices
on e€ach other's trade,

That is why as early as December 1945, almost
immediately after the cessation of hostilities, the
United States proposed for the consideration of the
world the establisiment of an international trade
organization. That is why the Economic and Social
Council of the United Nations, at its very first meet-
ing, appeinted a group of countries to prepare for a
United Nations C;nference on World Trade and Employ-
ment, This Conference took place at Havana in the fall
of 1947 and spring of 1948 and produced the Charter
for an International Trade Organization which is now
before you,

I do not propose to describe this Charter to you

~ in any detail, That will be done by the witnesses who

follow me, -

This Charter is designed to help clear the channels
of world trade in two ways: by establishing a code of
commercial principles which the member countries will
undertake to follow with respect to their trade with -
each other, and by establishing an international

organization
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organization in the family of the United Nations to
serve as a forum where trade disputses can be con=
sidered and adjusted around the conference table,

The code of principles represents agreement to
eliminate the use of certain restrictions on trade
and to limit the use of others, It reguires consul-
tation before action which may adversely affect |
anothér's interests,

I cannot stress too strongly the importance of
this combinatioq of agreed principles and the obli-
Zation and mechanism of consultation. BEach country
can proceed more confidently in reduction of its
barriers to trade if it lmows that other nations are
committed to travel the same road, that it will be
consulted before action is taken Which may adversely
affect its interests, and that it can bring problems
up for discussion and public scrutiny in an impartial
Fforum,

This Charter is the most comprehensive economic e
agreament%ever negotiated, It represents the agree-
ment of representatives of fity-four countries, of
all varieties of economic systems and all stages of
economic development, The principles which it setis
forth are not mere generalities, They are sufficiently

precise
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precise to be guldes for action., And they cover a
very wide range of trade relationships, To have
reached agresment on the Articles dealing, for ex-
ample, with customs procsdures alone, or those dealing
with restrictive business practices alone, would have
been a very congiderable achievement, To have reached
agreement over so wide a range of trade relationships
is unprecedented. It required over two years of inter-
national negotiation and study and more years of prior
preparation, .

But is% is important to recognize the limitations
of the document -as well as its advantages. Let me
make it clear at once that the Charter is not presented
to you as a panacea or a cure-all or a final solution
to our trade problems. It does not immediately or
complately remove all rigid quota controls on trade or
all trade Aiscriminations. Tt is not designed to deal
with some ideal world in which conditions are "normal"
or even as comparatively free from difficulty as they
were in the nineteenth century. It is designed to
operate in the disturbed and difficult conditions which
exist today,

Horeover, since the Charter represents the agree-
ment of representatives of fity-four nations and is

designed
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E%_ designed as a meens of helping them to trade hormoni-

0“5;¥¢F?th each other, it is not written exectly asg
theiﬁhzéed States, or any other one nation, would have
written it. Of course not. The ffamers of the Charter
knew that economie difficulties and dii'ferences in
national systeas and points of view could not be
le;isla.ed out of existencs,

The meaning of the Charter is, therefore, not in
any automatic juarantee of guick and coupletes resul=s.
It is rather in +vhe éact that it represents agreement

_on objeetives, that it takes many steps now possiole
to put those objectives into effect, ard provides the
means for taking further steps along the right road,

No one would seriously contend that Congress, by
the stroke of & statute, could provide the complete
and final answer to any one of our great domestic
economic proulems or setisfy everyone in the process.
The test of the ITO Charter is, of course, the same
rea=onable test ~- the test of progress, as opposed o
the demand of perfeetion =« that we apply to our
domestic lepislation, or thst we avyplied, for example,
to‘the U.Ne itself. The questions we must ask of the
Charter are whether it will improve the situation,
whether it sets us in the right direction, and whether

we
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we and the world will be vetter off with it then
without it.

‘And while I am on this subject there are some
observations I would like to make s2bout one or two of
the ceriticisms which I have heard advanced of the
Charter, because they seem to me so completely to
ignore the true situation of the United States in
the world todey and to be so blind to the necessary
elements of effective leadershi.. to wiiich I referred
eariier in my statement.

It is said, for example, thet we siould reject
the ITO because our membership in the IT0 will limit
our freedom of action, impair our sovereinty, prevent
us from retaliating against other countries,

Thig counsel perplexes me. The very purpose of
international agreements and of internsiional orgeni=-
zatiﬁns, as I see it, is to introduce order into the
relations between countries; to g:in agreement that .+
each country will linit its apsolute freedom to ect
or not to acht in return for the agreement of other
countries tc do likewise, In accepting such an agree«
ment eech country must decide whether the sum totel of
the obligations sssumed by otheisto it is worth the
obligations it assunes to the others, In the U,N,, in

its
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its specinlized a_encies, in the Atlantic Paet, in
the Organization of Ameriean States, in our various
treaties and agreements, we limit our freedom of
action by agreeing to do certain things, by agreeing
not to do other things, and by agreeing to seck ad=-
Justment of differences through consultation or so:e
recognized procedure rather then by unilcteral re-
‘taliation. Such agreement is. of the essence of
orderly intarqgtional life,

I have also heard i% said that the United States
should refuse to join ti:is United Nations organizetion
because it would only heve one vote, WVhat are those
who raise this cry afraid of? Iust we refuse to
participate in any international organization unless
we can be sure of dominating it? This is the philosophy
of one or two countries that I can think of, I do not
believe that it is the philosophy of the people of the
United¢ States. If it were, we would not have joineld the
United Mations, or signed the Atlantic Pact,

These and other similar criticisms merely rii?e
again the ancient shibboleth of "no entangling slliances™
and reflect & fear and inferiority complex unsuited
either to owmr position of our destiny.

1 am persuaded th-t the reopeniry of the chanrels

of
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of international trade Is bosic %o the building of
a prosperous and peaceful world. 1 am eonvinced that
real reopening of the chanrels of internationzl trzde
can only be accomplished by cooperative action among
a large number of countries. Wwide incvernavional syrees
ment upon the rules which the Charter ewmbodies and
wide wmembership in tne Orgenization wilieh it would
establish cen make 8 material contribution to the ex-
pansion of internation trade. Tais action coviously
canrnot be effeédiive witiout the active participation
and sup.ort of the United States.

Only two countries have as yet ratiiied this
Charter. Oné of them nas uede its ratificetion ex-
pressly contingent upon ratification by the United
States and the United Kingdom. The other countries
are waitipg o see whether the United States accepts
or rejects the Vharter. The choice, therefore, which
the Congress is about to make is not. only whether the
United btates will accept membersiip in the Inter-
national Yrade VUrganizatvion, but whether there will
be an International Yrade Organization.

One final word. VYie are engaged in a great cos
operative efiort with other countries to raise standards
of living throughout the world and to achieve political
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stability and peace., Our effort has many facets,
political, economic, financial, military. All are
interrelated. Each supports the others.

We are alsc engaged in a strugcle between two
ways of life, two systems cf thought and philosophy
as different as the poles are wide apart., Millione
ol people are wabching this struggle w see which
system and way of life will work the Bé;f'and do the
most to provide a decent life for the indivicual., To
the extent that we can work effectively with other
nations of like mind to make ocur system work, our hand
will be streggthened in that struggle, The programs
which we have been discussing today are all aesigned -
to helﬁ’make‘our system work. An effective cooperatifg

mechanism in the basic field of trade can inmeasurably

- strengthen us and other freedom loving nations in ocur

eifort to establish the kind of world order in which
we can live in peace and pursue our way of life without
fear vhal it will be overthrown.

The IT0 Charter ob:iously uces not ensure this
result., Dut I believe that it willi be an effective

addicional means to this egd which we all desire. I

.. therefore urpge the Con_ress ic authorize United States
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acceptance of membership in the organization whicsh this

Charter would esiablish.





