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Ashton: Economics in International Relations

IECONOMICS IN INTIERNATIONAT, RELATIONS

A lecture delivered
at the Naval War College
on 20 September 1963

by

Professor David oJ. Ashton

The general topic for this morning is Feonomics in International
Relations, This is another one of those impossible academic titles
which includes a hody of material deserving at least a lifetime of
study. In an arbitrary, but [ hope reasonable, attempt to keep an
important luncheon engagement, [ shall confine my comments to
three discreet areas: (1) we'll examine the role of cconomic factors
in determining the nation’s intornational status and prestige and
the relationship of cconomics to nationalism; (2) we’ll look quickly
at the principal tools and techniques which cconomic policy con-
tributes to international relations; (3) finally, we'll have a little
to say about the origins and fuuctions of a seleeled number of in-
ternational economic organizations, some information about which
you received as you entered today and which is a kind of hedge for
me in case we run out of time hefore I'm able to give this arca as
much coverage as I'd like.

You may note as we go along that [ shall deal only marginally
and very summarily with the role of cconomics in 1.5, national
strategy, or with the peculiar and particular international cconomics
problems which now face the Unitod States. This is hecause we
shall have special lecetures and seminars dealing with these topics
in the weeks immediately ahead.

Perhaps we should recognize at the very outsct that there is a
good deal of ambiguity and confusion inherent in this morning’s
title. The confusion arises because of the word iniernational,
International sometimes means across national boundaries; at
other times it means among national governments. It is, of cowse,
in this latter sense that the term international relations is used.
This being the case we shonld also be warned of a fundamental
difference between international economics and international
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Ashton: Economics in International Relations

politics. Whercas the term iniernational ralations includes the
cntire field of international political activity (as indieated in
Kxhibit 1) most international economic activity does not qualify
as international relations because it is not intergovernmental.,

The international cconomic activities of private entorprises and
organizations, therefore, are, by definition, outside the scope of
our discussion of this morning, exeept to the extent that these
private entities may become government spokesmen, or government
representatives, in one way or another. We are discussing, there-
forc, (with respeet to Exhibit 1) the area of convergence which is
less than a major share of either international economics or of in-
ternational relations, but one which is vital and controversial
nevertheless. Inis L. Claude says, and who among us could (is-
agree, that the management of power in international relations
looms as the central issue of our time. Indced, international
relations today offers us the spoectacle of the major powers walk-
ing the diplomatic tightrope as they try to manage power in such

a way as to (1) advance their international interests, (2) extend
their spheres of influence while, at the same time, (3) avoiding
mutual annihilation. For lack of a better term we call this peace-
ful coexistence. Its ingredients include political and economic
competition hetween Fast and West, carried on under a kind of
Damoclean sword of nuclear stalemate and punctuated by occasion-
al outbreaks of old-fashioned conventional and guerrilla warfare.
Operational deficiencies in any of these areas obviously reduce
the effoctivencss of our diplomaey, of our ability to earry on effec-
tive international relations. Economic eapability is an important
part of this total ability which we generally refer to as national
powcer,

Now, certain cxpert opinicn holds that the bascs of national
power are essentially three: the quantity and quality of population;
the stage of industrial development; and governmental administra-
tive efficiency. There may be those who would disagree with this
categorization, but mostly in that they would like to add additional
factors to the list rather than because of specific disagrecment
with any of the above, 1ach of these has strong cconomic impli-
cations. Population size and edueation levels control the capa-
hilities of the national labor force. T'he planning, organizing and
evaluating functions of administration are also economie in nature,
It is the stage of industrial development, however, which is most
clearly cconomic in its implications and to which we shall give
our primary attention here and now.

Published by U.S. Naval War College Digital Commbons, 1963
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Keonomic capability and performance are very unevenly
divided among the peoples of the carth. About 2 billion persons,
75% of the human race, live in 100 povertv-stricken counlries
whore the income per person per vear is helow 300 dollars, The
top 15% live in the United States and Canada, in Northwest and
West Central Furope, in Australia and New Zealand. This top 15%
receives ahboul 70% of the world income. Kven farther up on this
sharply peaked income pyramid are the 6% who live in the United
States and who receive H0% of the world’s income. This is truly
the ceonomic elite, with a real income per capila about douhle
that of Burope’s most prosperous countrics, and H0% above that
of Canada, which is our nearest rival.

What 1s the hasis for this elitism? The answoer to this question
is cortainly tremendously complex, and it camnot be discerned by
ceonomic analysis alone. Bul of this much we are sure: the
mochanical revolution, the shift from animale (o inanimate energy,
holds the key to the modern glohal layout of resource paltorns and
of cconomic well heing. In the world of today, nothing differenti-
ates people and regions more than their use of inanimale onergy,
ol the capilal cquipment which hirnesses i, and of Lthe seience
and technology which render it efficient. Only where mankind
elfectively exploits many mechanical slaves—-that is, machines—
per worker is a high level of living possible for any substantial
portion of society. I is not at all surprising, then, that North
America’s 8% ol Hie world’s population possoesses aboul H54% of
the world’s mechanical slaves, (ixhibit 2) along with the pre-
viously mentioned major share of world income. Asia's poverty-
stricken siatus, it scems to me, could he no more graphically
illustrated than by the tact that this continent’s H0% of the
world’s people has only 9% of those tools withoul which
cconomic potential is meaningless. Moreover, in recent years
the cconomic gap between the developed and the less-developed
countrics has heen widening, as his the gap in their strategic
capability. The ability to muster the materiel and logistic support
for a Cape Canaveral or a Newport is essentiatly an oconomic
capability. The gap between the lesser and the greater military
powers, therefore, has also grown in recent yoars, and differ-
ential ceonomic eapabilities are basie to this gap. The fact that
the United States with 6% of the world’s population producos 0%
of the world’s goods s as good o weasure of general strategic
apahility as one would wanl. 1L s also a measure of the reason
why the rest of the world so unfailingly looks to us as the major
source of cconomic assistance, and one of (he reasons why United
States pleas and statements Lo the effect that it is time that the
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rest of the world began to bear its fair share in the fields of cco-~
nomic assistance and foreign aid seem quite laughable to many of
our allies and associates.

Now whether these capabilities for military potential or
general economic potential or foreign assistance activity—whether
these are ever translated into actualitics is, of course, a political,
cultural, and a social gnestion. Clearly, however, industrial capa-
bility based upon the mechanical revolution is a critical component
in military potential as well as in cconomic potential gencerally.
National power is increasingly a function of these mechanical
slaves or robots rather than of population size, numbers of men
under arms, or of territorial extent. This, in a cruder way and in an
carlier age, was the basis of British ascendancy in the 18th and
19th centuries, when Britain temporarily had a monopoly on the
industrial revolution. The gencral principle holds truc today.

International relations aro, of course, manifestations of the
activities—the functioning—of the carth’s nation-states. They con-
stitute onc aspect of nationalism, whereby cach national ontity
seeks to advance its own interests in its dealings with othor
nations. National cconomice policies enlist the support of each
national population, and the popular emotional commitment to
such pelicies is usually very high. Thus, nationalisim is a local,
political and cultural sentiment. lSconomies, like the wheel or
atomic encrgy, is a universal tool which can seorve the naticnalist
or the waorld federalist, the dictator or the democrat, the communist
or the capitalist, equally well. There is rcally no such thing as
capitalist cconomics, or socialist cconomics, careless labeling
notwithstanding. There are merely capitalist and socialist ccono-
mists and politicians.

However, it would not be quite correct to say that cconomics is
essentially neutral toward nationalism because, tdaken in the
abstract, nationalism makes no economic sense. Why? Well, among
other reasons, the boundaries of the earth’s nation-states have
becen drawn with little or no regard for economic logic; therefore,
although cconomic analysis can, and does, serve the ends of
national policy, it also tends to lcad to the viewpoint that national-
ism is uneconomical, and many cconomists tend lo he just a little
bit sheepish about lending their professional imprimaturs to narrow-
ly conceived and jingoistic national policies. This, [ suppesc, is
because a rational pursuit of cconomic efficiency almost always
tends to weaken nationalism for at least the following rcasons:
first, nationalism is cxclusive, but economic rationality shows

https://digital—commons.usnwc.edu/nwc—review/vol16éiss3/2



Ashton: Economics in International Relations

that national barriers which lessen international trade prevent the
full development of economic potential, and make for lower in-
comes both at home and abroad. Sccondly, nationalisin protects
our producers against so~called unfair competition from them, but
cconomic rationality shows that competition is rarcly unfair, mere-
ly unforescen, and that spirited competition within reasonable
ground rules is Loth personally energizing and productively bounti-
ful. Thirdly, nationalism tends to be greatly concerned lest our
nation be put in & position of excessive dependence on goods and
scrvices from other nations. It worries lest outsiders be able to
diminish our national power and sovercignty through blackimailing
threats to withhold cssential strategic commoditics from us. But
cconomic rationality says that well being and higher productivity
can be achieved only through increased interdependence, and not
independence. Kconomic analysis tends to accept closer inter-
national tics as the price and the risk of opulence. At the same
time, of course, that freest trader of all, Adam Smith, said that
defense is superior to opulence, meaning that economic logic
must bow to considerations of military strategy when and if
national survival is threatencd. The disputes come as to what
constitutes a threat to the nation, and which industries are
crucial to national defense. Feonomics may he ncutral but, 1
repeat, cconomists are not.

Partly beeause nationalism and ceonomies tend to be, if not
mutually cxclusive, at least working at cross-purposcs, the main
stream of cconomic activity in the world today is not only inter-
national but, I suggest, antinational. Nations arce being inercasing-
ly pushed toward positions which will compromise somewhat their
national sovereignty, in return for some rather attractive economic
rewards. Most conspicuous among these is the vogue of regional
common markets, cach of which exhorts its members to relinquish
national control over the international movement of goods, moncy,
and people, in return for higher income and improved levels of
living. As the fortunate beneficiaries of one of the world’s oldest
common markets we can estify ag to the henefits. Imitation being
the sincere flattery that it is, we are glad that the backyard pro-
vincialism which has characterized so much of the rest of the
world is gradually giving way, ceven though it may mean stiffor
competition for 1.5, products,

Another example of this antinationalist drift is what might be
called international welfarism which [ shall define as the inereas-
ing tendency of the governments of the more affluent nations of the
world to take an interest in, and some degree of responsibility for,
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improving the lot of those peoples and nations which are less
fortunate. This, too, represents a subsiantial departure from
traditional nationalism, but moves contrary Lo the erosion of
traditional national prevogalives; it ropresents rather an extension
of national responsihilitics beyond the frontiers of the nation-
state. 1t suggests that the sovercign states’ social and economic
responsibilitics do not stop at the national fronticr and [ suggest
that this is truc cven if the government in question insists that
it is only protecting its own national interest. Onee a government
accepts a policy statement such as, ‘Poverty anywhere in the
world is a threat to our way of life,” or something of this sort, its
viewpoint has hecome de facto global rather than national,

Thirdly, the nations of the noncommunist trading world arc
increasingly aware of the wmdesirable stresses and sirains which
traditional national prerogalives and responsibilitics with respect
to pold and the balance of payments tend to inflict on the inter-
national payments mechanism. As we used Lo say in the ordnance
disposal business, the nations are inspecting ‘cautiously, from a
safe distance,” a new supranational central bank and clearing
house arrangemenl to facilitate international payments. Interest-
ingly cnough, the cssence of this proposal was helore the Bretton
Woods Conference back in 1944, However, al that Lime it was
rejeeled largely becausce it had been suggested by the late John
Maynard Keynes whose name was, and in some instances still is,
anathema to the banking community.

Now the Good Book says that in order to be saved it is neces-
saty to be born again. Accordingly, this proposal has been given
gccond birth, this time by the highly regarded Brookings Institu-
tion. Paternity has been atiributed to the internationally respected
Professor Roberl Triffin of Yale, with an impressive staff of
cconomisis attending the delivery. So far the Wise Men have not
come from the Kast at all, and most of those who have come have
come to scoff and not to bring gifts. The fate of cach national
currency 1s charged, like sin and motherhood, with a preat deal of
emotional political high voltage, and the monctary authoritics of
the United States, Britain, and the Common Market couniries, are
outdoing onc another in their reluetance to be associated with any
proposal which might lessen 1.5, control of the dollar or Brilish
control of the pound sterling. Yet just as the Foderal Rescrve
system was needed to eliminate or modify local banking and
clearing idiosyncrasics hote in the United States when our
national cconomy hecame integrated, so the next (ive years will
almost certainly see the estahlishment of a new international

https://digital-commons.usnwc.edu/nwc-review/vol16/ss3/2
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Ashton: Economics in International Relations

currency and clearing mechanism, the operation of which will
erode substantially the national monciary sovercignty of the
participating nations.

One current cconomic pattern which scems to be accentuating,
rather than diminishing, cconomic nationalism is the drive for
development of the less-developed nations. This developmental
process is usually accompanied by an intensification of exclusive
cconomic nationalism—become sclf-sufficient, keep the foreigners
from stealing our resources, monopolizing our trade, cte. This
stems in many instances from the countries’ recent emergence
from colonial status and the politico-psychological need to
demonstrate their ability to progress without assistance from
former colonizers or from their allies and associates, Iven in
developing countries where colonialism hasn’t been a factor for
over a century, the heady wine of ceconomic self-sufficicney and
national pride can he so intoxicating as to offset for a long time
the lower real income stemming from the flouting of cconomic
logic and the frightening off of forcign investors. [For example,
Brazilians for over 20} years now have heen paying anywhere from
o0% to 100% ahove world market prices for steel delivered in
Brazil. At the sane time Brazilians point with great pride to their
Volta Redonda steel complex, the first and the largest integratod
steel facility on the South American continent. They show no
sipgns at all of relaxing the import restrictions which prevent
Brazilian manufacturers {rom buying steel at lower world prices.
Brazilian consumers, too, have to pay more for their steel-content
goods than they need to. Among other things, this merely verifies
what all wisce men know—namely, that man does not live by bread
alone, but by all those things which produce in him a sensc of
well being or the pood life. Some of these are nonmaterial such
as a pride in exelusive membership or a pride in accomplishment.
This was Marx’s great mistake. e assumed that cconomie
interests alone motivate men. Tt is troe when men have not
enough buasic lood, clothing and shelter, that nothing will lake
precedence over cconomics in their motivation. But let them got
heyond the threshold of subsistence and mere acquisitivencss or
the commereial instinet is not enough. Men seem to need more
abstract challenging and inspiring ideas than mere sclf-interest.
Also, although T hate to have to admit this in [ront of my col-
leagues from the political sciences, that which is economically
rational and reasonable must always wait upon that which is
politically possible. There 18 no better example of that in the
present world than the situation in the Kuropean Economic
Community. I'his is doubly confusing Lo a great many people
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becausc they say, *Well, now, your chronology is wrong in this
case. The Lluropean Kconomic Community is going to be an cco-
nomic community first, and a political community second, and so
isn't that cvidence of the primacy of economics?’ The answer is,
‘Not al. all, because the European Keonomic Community is based
on a de facto informal political settlement among the countries

of the continent—a Franco-German rapproachement-an agreement
to co-operate, if you will.” It is truc that we may not be setting
up a formal Parliament of Furope at this point, but the political
settlement is there, and it was not unti! this political settlement
was achicved that the economic mechanism could be set in motion.
At present this political mechanism is breaking down. To bear
this out, the net effect of General de Gaulle's saying, ‘We must
re-cxamine the political hasis,” has been to stop in mid-stream
the progress of the EKC toward more complete economic inte-
gration. BBut at the same time, (although 1 readily concede that
economices must he secondary to politics), developments in
science and technology, and in transportation and in communi-
cation, have combined in recent ycars to emphasize the benefits
which can flow from a more rational international ccononic or-
ganization. And this has become increasingly apparent to the
gencral public, and has put a gradual but persistent pressure,
you might say, on the politicians to move toward increasing
cconomic rationality. 1 belicve, for example, that the long-run
political pressnre for the more rational integration of Western
Kurope’s cconomy is essentially irreversible, and that it will be
strong enough to overcome any French obsessions with national
gloire or grandeur. However, this is essentially a humanitarian
age and if a distinguished representative of an carlier age decides
to streteh his elongated person across the wain stream of traffic,
he will not be run over and crushed summarily—no, the traffic will
halt temporarily—will be detoured, and some may even get lost in
the detour. But a by-pass will certainly be built, and the main
road will, I'm sure, be reopencd before very long. So then, nation-
alism is served by economnic analysis, but at the same time,
nationalism has a certain degree of incompatibility with cconomic
analysis.

What, then,does economics have to offer the practitioner of
international relations? [ suggest that it provides him with a
diversified bag of tools, whether his objectives are international
co-operation or the unilateral furtherance of particular national
interests. We shall have more to say about international co-
operation just a bit later, but let’s start with policies which
advance particular national interests. These we can divide

https://digital—commons.usnwc.edu/nwc—review/vol16/iiﬁ/2 12
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further into those which are cssentially offensive and expansion-
ist on the one hand, and those which arc cssentially defensive
and protectionist on the other. Expansionist policies seek to in-
creacge national cconomic influence outside natioual borders. The
specific objectives ordinarily include achieving for one’s nation
a predominance, if not a monopoly, of one or more types of eco-
nomic activity in a particular forcign territory, Lfforts may be
directed toward agriculture, mining, industry, finance, trade, or
any other aspeets of economic activity. [low is this achieved?
Well, in the western world if the government of Country A wishes
to increasc its cconomic influence in a particular arca it may
order specific steps to be taken by appropriate government
agencies, but it is more likely that it will try to achieve these
same objectives indireetly through private organizations. These
private corporations ordinarily do not regard themselves as
national agents, and they may bhe completely ignorant of the
grand strategy which they are serving. They will be responding
to indicated profit potential in the arca in question; they may he
spurred on by their governments® exhortations to trade more, to
invest overseas, or by more specilic incentives such as tax
concessions, low cost loans, export subsidies or investment
guarantees. In the Soviet Bloc, government agencies would

carry out the entire trade and/or investment programs designed
to achiceve this diplomatic end.

conomic assistance is also an important technique. It can
develop in the overscas area some degree of specifie political
leverage while subtly gaining a foothold in the reeipient territory
for the donor country’s products, industrial speeiflications, cur-

rencies, systems of weights and measures, and channels of trade.

Any or all of the above may he assisted and confirmed by special
treaties by which Country 13 accords preferential treatment to
Couniry A’s traders, bankers, and investors. The assumption
{rathor rcasonable, T think) is that cconomic predominance can
some day be converted into political inlluence at the appropriate
moment, although the record on this is by no means uncquivocal.

Such measures also enhance the economic well being of
Country A—that is the aggressive country—cither through multi-
lateral general benefits which would also he shared by Country
B, bonefits which stem from inercased international specinli-
zation and trade, or through the cconomic exploitation which is
traditionally inherent in such cconomic imperialism, for we really
should eall it by its proper name.

Published by U.S. Naval War College Digital Commolnf, 1963
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A nation’s defensive forcign economic policy measures, by
contrast, involve varying degrees of resiriction and control of the
movement of goods, money, and people across its national hounda-
ries. These ordinarily reflect national concern about an invasion
of foreign goods, capital or labor. They include financial penaltics
such as import and export taxes (or tariffs as they are usually
called), anti-<dumping penaltics, spoecial taxes on foreign invest-
ment and bank accounts, quantitative controls such as quotas or
cmbargoes on goods or people, and exchange and investment
controls which limit or prohibit international {inancial trans-
actions. All of these defensive measures run conlrary (o cconomic
rationality. They lower international cconomic efficiency, and
they tend to make poor hoth the country imposing thom as well as
the rest of the world.

A third ealegory of policy procedures differs from those above
only in degree but it is perhaps worthy of a scparate mention. It
consisty of what is usually lermed, ‘cconomic warfare.” Any or all
of the previous offensive or defensive techniques may he en-
ployed; the difference is thal the measures are directed specifical-
ly against a particular antagonist rather than against foreigners in
general, Mining concessions may be sought in Country B, for
example, not because of their prospective profitability, lut in
order to deny them to Country C. Similarly, unnceded goods may
be subjected to preclusive buying in world markets. Trade
barricrs may be erected, not to proteet domestic industries, but
to deny marketls to the enemy. Erratic commodity purchases and
sales may be carried out, and new industries may he started, in
order to disrupt the world market for cortain commodities believed
vital to the enemy’s cconomy. Economic warfare tactics, like the
defensive policy aclions desenbed previously, are equally costly
both to the initiator and to those against whom they ave direcled.
They are unilateral acts with multilateral consequences,

Before we leave this arca we should add that the converse
also applics; that is that unilateral measures to liboralize the
international flow of goods and capital benefit both the initiator
and the rest of the world as well. These, too, are unilateral acls
with multilateral conscquences, and it 18 an ironic commentary on
the ‘Alice in Wonderland’ nature of the polities associatod with
international economic policy thal we dwell almost entirely on
the impact of these measures on the domestic and foreign pro-
ducers of the poods, and ignore the consequences to consumers
and to other affected industries. Thus, if we lower owr tarilf we
are granting a concession to Lthe forcigner, or if we increase our
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tariff we are withdrawing a concession to the foreigner. No poli-
tician would darc to advocate publicly that the United States
unilaterally reduce its tariffs lest he be accused of selling out
his country. Yet it can clearly be shown that U.S. producers and
consumers would derive just as much benefit from this as would
any of our foreign trading partners.

Let’s look, for example, at the current ‘chicken war,” Now,
if you are like most of us you have read in the accounts of the
chicken war that the EC, on behalf of Germany, has imposcd
higher duties on U.8. poultry, and that because they have done
this to us, we arc considering a retaliatory imposition of higher
dutics on a varicty of German products in return. We say, in
cffect, that they can’t get away with deing that to us; we're
coming back at them. But I submit that the Germans have already,
in cffect, retaliated against themselves by the mere act of n-
creasing poultry duties. This is apparent if we proceed in our
analysis boyond the superficial, [First, both the United States
and Germany arc poorcr because of what the Germans have done,
In Germany, the consumer has been deprived of low cost, high
quality poultry. The German people are poorer; the poultry they
now get is either lower in quality or higher in price than what
they had before. The German people as a whole have been
penalized. What clse have the Germans denicd themselves hy
raising the tariff on U.S. poultry? They have denied to them-
selves employment opportunities and investment rewards in the
industrics which export to the United States, and these by
definition are their most efficient industries. This is so because
the United States is bound to reduce somewhat its purchases of
automobiles and instruments and all thosc things that we buy
from Germany cven if nobody does anything about retaliation.
This is because we will have carned less Deutschemarks hy
selling fewer chickens and therefore we will be both less able,
and less willing, to buy German goods than we were before.
Therefore, not only are Gernan consumers penalized, but German
producers are having part of their U.S. market taken away from
them, not by U.S. retaliation, but by the action of their own
government in protecting the German chicken farmer,

Now in the United States what is happening? Well, we have
been deprived of investment and employment opportunitics in
poultry production; this is very obvious. And our consumers are
less likely now to be able to avail themselves of low-cost
German compact cars and instruments. Both nations are poorer,
and in addition, within owr cconomies, we have pursued a policy

I
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of ‘penalize the cfficient and reward the inefficient.” Which pro-
ducers have suffered from this? The cfficient producers of poultry
in the United States, and the efficient producers of compact cars
and instrument manufacturers (whom 1'm using to zharacterize all
Gorman oxport industries) in Germany. We have rewarded the in-
cfficient who are the poultry growers in Germany and the compact
car substitute manufacturers in the United States. Stated other-
wise, we are encouraging the transfer of resources out of efficient
employment into less efficient employment, thereby lowering both
the national productivities of both of our countries and the over-
all world production of uscful goods and services. In conclusion,
therefore, this unilateral act by the EEC has had a multilateral
effect. 1t has made both Germany and the United States poorer,
and in both countries it has penalized the efficient and rewarded
the inefficient. If we in turn retaliate, we shall start another cycle
of multilateral impact from a second unilateral action. However,
unless the EEC recants, we shall probably be compelled by
political pressure to proceed with the threatened retaliation. Not
only is Congressional appreciation of these subtletics rather in-
adequate, bul those legislators who do understand feel that it is
politically impossible to explain them to the public. Again, the
economically logical waits upon the politically possible.

We may conelude, then, that cconomic policy measures are
potent, although poorly understood, weapons in the diplomatic
arsenal. In an age of competitive coexisience they are among
the strongest sanctions available. At the same time, however,
we must rememhber that many of them are cconomically irrational,
and that they will be under increasing attack as economic inte-
gration moves ahead in the world.

Having looked then down the avenues of action available to
the nation-state acting on its own, so to speak, we should note in
concluding that international economic relations are increasingly
multilateral in character, and that these multilateral relationships
are heing iucreasingly institutionalized in more or less permanent
international organizations which range in their scope from the
Economic and Social Council of the United Nations and its asso-
ciated auxiliary agencies to the members of the International
Coffee Agreement. We have time here only for the vory briefest
of summaries. A few international cconomic organizations arc
truly omnilateral, in the sense that they take in almost all of
the world’s sovereign states. Hor example, both the Universal
Postal Union and the International T'elecommunications Union
have more memhers than the United Nations itself. They represent
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international functionalism, which is a concept of international
relations which holds that politicians negotiating political dis-
putes can rarcly come to agreements hecause cach one has to try
to prove to his constituents that he has outtricked the others.

But the people working together on essentially nonpolitical
functional cconomic activities between nations will build up such
a web of interdependence, communication and co-operation that in-
ternational conflict will be impossible. Funetionalism has had
only modest success in achicving these objectives, being incor-
rectly premised on the primacy of cconomic factors.

We have, also, a large number of multilateral organizations;
that is, organizations which are open to world-wide membership
but in which the Soviet Union for its own purposes and for a
varying number of rcasons has refused to participate; to a large
extent the satellite countries also have abstained from these. Yet
all of these, except the General Agreement on Tariffs and Trade,
arc under the gencral acgis of the United Nations. Thercfore, they
are supposedly nonpolitical in their essence and open to member-
ship by the Soviet Union when and if it chooses.

We have international cconomic organizations whose bascs
are hemispheric as in the Alliance for Progress, and the Inter-
American Development Bank. We have thosc whose bases are
regional economic co-operation, as in the various common markets
and frec trade associations. We have two international cconomic
organizations which are essentially ideological in that they are
the main spokesmen in cconomic matters for the cold war group-
ings. This includes the Organization for Economic Co-operation
and Development, (OF.CD) the outgrowth of the Marshall Plan-
stimulated OEEC, and the Council for Mutual Economic Assist-
ance, also known as COMIECON or CEMA, depending on where
you sit. We also have international economic co-operation which
is based on the creation of instrumentalitics to cffect or carry out
individual great power forcign policies. Although the Colombo
Plan has been expanded since its original inception to include
non-Commonwealth countrics, it was originally conceived as a
means for maintaining British investment pre-eminence in those
parts of the Commonwealth in Southeast Asia. The sterling aren
and the Commonwealth preference systems provide a monetary and
a trade policy which also tends to tie the Commonwealth and
dependencies to one another and to Great Britain. Through the
French community and the Frane Zone, France accomplishes
these same purposes. COMECON is listed twice hecausc it
serves not only as an ideological ovganization, but also as the
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instrument through which communist economic control over
Eastern Furope is effectively maintained.

We may, therefore, summarize the role of cconomics in inter-
national relations as follows: (1) Economic capabilitics are basic
to achieving a prestigecus stature in international relations. (2)
FEconomics tends to be internationalist in its influence on policy,
hut ordinarily must defer to political considerations, at least in
the short run. In the long run, it tends to influence and to shape
political considerations. (3) Economic policy provides the diplomat
with some of his most convincing persuaders in international nego-
tiations, but thesc must be used with care because they are like
the overloaded gun—they shoot both forward and backward at the
same time, (4) International economic relations are marked by a
growing proliferation of international economic organizations, and
it is likely that government participation in international economic
activity will continue to expand for the foreseeable future.
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