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THE EUROPEAN RECOVERY PROGRAM

Basic Documents and Background Information

INTRODUCTION

This is & collection of facts, official statements, background data,
and reports, both of individuals and Government agencies, on the
Marshall proposals, dealing with the European recovery program.
It has been prepared jointly by the staffs of the Foreign Relations
Committee of the Senate and of the Foreign Affairs Committee of the
House for the use of those committees and of all Members of Congress.
There has been no attempt at critical commentary or recommendations.
Certain sections were furnished, at the request of the staffs and with
the approval of the chairmen of the committees concerned, by the
Department of State.

The object of this staff report is to bring together in convenient
form a number of documents and other materials which have just
become available and which will be useful to the Congress in under-
standing the programs presented by the administration. Appraisal
is, of course, a matter f6r the committees themselves and for the in-
dividual Members of the Congress. In view of the forthcoming Re-
port of the House Select Committee on Foreign Aid, the subjects of
interim aid to France and Italy and the principles and organizations
for any foreign-aid program have not been treated in detail.
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MAJOR STEPS IN THE DEVELOPMENT OF THE MARSHALL PLAN
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PART ONE: SUMMARY

L THE DEVELOPMENT OF THE EUROPEAN RECOVERY
PROGRAM

BACKGROUND

The background of the European Recovery Program, in addition
to its humanitarian features, is partly economic and partly politicaL

Economic.-The war killed off millions of people in Europe, made
other millions homeless, caused widespread disease and hunger,
wrecked laws and governments, and wrought destruction on an unprec-
edented scale. Such industry as survived was unable to renew activity
without help, agricultural production languished, and transportation
and power systems everywhere were disrupted. ro help Europe and
the liberated areas, the United Nations Relief and Rehabilitation Ad-
ministration (UNRRA), in which 44 members participated, was es-
tablished in November 1948. But UNRRA was not able to set Europe
effectively on the road to recovery; and on June 30, 1947, it ceased to
exist. Its dissolution was preceded by a winter of extreme cold and
followed by a summer of severe drought, both of which intensified and
magnified the European recovery problem.

Politial.--To outward appearances the relative harmony which
existed among Allied states during the war, lasted up to and through
the San Fraucisco Conference. The shape of things to come, in the
way of serious divergences of interest and objectives, had appeared
in the discussions at Tehran and at Yalta, but there was no general
ublic recognition of the seriousness of these issues until after Pots-
am. After that, wartime unity decreased noticeably and an ever-

widening rift occurred in Soviet-American relations. The weakened
condition of Europe left a grave danger that the world might be di-
vided into two power systems. The Russian system was committed
to an ideologicvi revolution and a communism which it attempted to
spread to its neighboring states. Russian expansion caused grave
concern to the United States and to a number of European states.
But quite apart from the rift in Europe, which Russia had widened,
the deterioration in European civilization--even the possible destruc-
tion of ifs basic political and economic institutions--was a matter that
vitally affected the national interest of the United States. Without
overlooking the importance of other areas of the world, Western
European civilization has been in the vanguard of scientific, cultural,
and other forms of human progress, a chief source of strength for

* democratic institutions. Its disappearance would leave a serious
vacuum which could not but afect the destinies of this country. The
experience of the last three decades has clearly demonstrated that the

1
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security of free institutions thipmghout the world is linked to the
health and strength of Western Europe.

D:AN A('Imm 's ST.ATESIENT, MAY 8, 1947

The first clcial pronouncement of what was later to become the
European re&.overy prograii was made by under Secretary of State
Dean Acheson, sulbtituting for President Triuman as speaker before
the Delta Council at Cleveland, Miss.

Mr. Acheson outlined a five-point prt ,vam inplenienting American
international political and economic )olieies. He mentioned the relief
and reconstruction ineastires already undertaken by the United States,
saying that theT had been adopted "in part" for humanitarian pur-
posts, but prin ipally because the distance is so short "from food and
fuel either to'peace or to anarchy." He demonstrated a clear-cut ap -
pr,-iation of the implications of any program of United States aid
fo.- the world and stated,

* * * as great am is our supply of comnmodities and services to the world during
the -urrent year, It is mtill far shurt of what the iKesple of the world aeeea if they are
to *at enough to maintain their Idwsicai strength al at the same time carry
on essential measures if rtconstruction and become self-supporting. _-

LAter, on June 16, at Princeton, he called for the assessnlent of Ameri-
can resources with a view to determining how far the United States
would be able to help the world.. At Cleveland he recommended (1)
an increase in American exports, (2) the elimination of trade barriers,
(3) the concentration of the United States "emergency assistance in
areas where it will be most effective in building world political and
economic stability, in promoting human freedom and democratic insti-
tutions, in fostering liberal trading policies, and in strengthening the
authority of the United Nations.' (4) the pushing ahead with the
restoration of Germany and Japan, (5) the continuation of con-
gressional delegation to the executive branch of powers over the sale,
transportation, and exportation of commodities upon which our secu-
rity depends.

THE MARSJJAU, STATEMENT AT HARVARD, JuNK 5, 1947

At the Harvard Conmencement on June 5, 1947, Seeretary of State
George C. Marshall, having been apprised of the rapid dwindling of
French, English, and Italian dollar resources, carried the policy out-
lined in Mr. Acheson's speech one step further. Being unable to sug-
test American readiness to assist Europe without having his overtures
interpreted as "dictation from Washington," lie took occasion in the
Harvard address to say that if the European countries wished to plan
and cooperate in a program of reconstruction, the United States stood,,
ready to consider what assistance it could provide for such a program.
Pertinent passages from Secretary Mlarshall's speech follow.

It is logical that the United States should do whatever It is able to do to assist
in the return of normal economic health in the world, without which there can
be no political stability and no assured peace. Our polliq In directed not against
any country or doctrine but agaInst hutnger, poverty, desperation, and chaos. * * *

It Is already evident that, before the United states Government can proceed

2



THE EUROPEAN RECOVERY PROGRAM 3

much further in its elforts to alleviate the situation and help start the European
world on its way to recovery, there must be some agreement among the countries
of Europe as to the requirements of the situation and the part those countries
themselves must take in order to give proper effect to whatever action may be
undertaken by this Government.

It would be neither fitting nor efficacious for this Government to undertake to
draw tip unilaterally a program designed to place Europe on its feet economically.
This is the business of the Europeans.

The initiative, I think, nmst come from Europe. The role of this country
should consist of friendly aid in the drafting of a Europtmn program and of
later support of such a program so far as it may be practical for us to do to.
t It will be noted from this that the so-called Marshall Plan was no
plan at all but a general statement thit, the United States would look
with sympathy upon European reque,-,cs foi nil and rehabilitation, pro-
vided Europe examined her own resources and ier abilitiess to meet her
needs, and outlined an appropriate program of action. I

WESTRN EURoPE's REPLY

At the outset only brief references were made to the speech in Euro-
pean papers. 6 n June 13, 1947 however, Mr. Bevin hailed MarsholI's
statement as "a real attei..pt * * * to (create) a healthy world."
On the next day the French Foreign Minister, Georges Bidault, invited
Mr. Bevin to discuss the proposal and 3 days later talks opened in
Paris dealing with raw materials, tariffs, currency, and priorities of
aid. It was obvious from the outset that Soviet participation would
be desirable and the meetings were broken off in order to invite
Foreign Secretary Molotov to attend.

Meanwhile, at the invitation of Chairman Styles Bridges of the
Senate Appropriations Committee, ex-President Herbert Hxover on
June 15, without mentioning Marshall's proposed plan. raised ques-
tions about the need for limiting United States aid to foreign coun-
tries. While Mr. Hoover questioned the extent of relief the United
States might safely provide, the Soviet press attacked the Marshall
proposal as United States' use of the dollar for political prestige and as
an American interference in the domestic affairs of foreign countries.
Mr. Bevin replied in the British House of Commons that Britain was
prepared to go ahead with a program, Soviet Union or no Soviet
Union. On the next day, June 20, the U. S. S. R. asked for further
information abolit the credits the United States planned to grant and
the relationship the Marshall Plan bore to the United Nations organi-
zation.

TimE PiRESIDENT*S STUDY Co3Mi'rrEE

On June 22, President Truman appointed three committees to ex-
amine the more pertinent aspects of the proposal in search of answers
which would have to be given if the program were to be given definite
form and congressional approval obtained. "

One committee was composed of specialists within te Government
under the chairmanship of the Secretary of the Interior, Julius A.
Krug. Its duty was to study the state of the Nittion's resources with a
view to determining the ability of the United States to support the pro-
gram. The second committee, known as the Council of Economic
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Advisers, was to study "the impact on our economy of aid to other
countries."I The third was a 19-member advisory committee under
the chairmanship of the Secretary of Commerce, W. Averell Harri-
man. It consisted of financial, business, and farm leaders charged
with the responsibility of studying the broad aspects of the aid pro-
gram and to advise the President "on the limits within which the
United States may supply and wisely plan to extend such assistance." '

These committees worked throughout the summer at top speed,
utilizing the aid of Federal agencies. The Krug Committee made
its report to the President on October 7; .he Council of Economic
Advisors on October ,28; and the Harriman Committee on November6.

Tin BIo Tmu z CoN rENCs
On June 23, Foreign Secretary Molotov accepted the invitation to

the conference of the Big Three scheduled for June 27 at Paris. When
the conference opened the English and the French were eager to es-
tablish immediately a steering committee consisting of the Big Three
and other states. Its function was to coordinate the work of the
subcommittees charged with surveying the resources and developing
the outlines of a European recovery program. Russia, on the other
hand, demanded (1) that the United States be asked to specify the
exact amount of help which she would be willing to grant; and (2)
that each state should make its own surveys and estimates because
Russia viewed a steering committee with the functions contemplated
in the English-French plan as a meddler in the domestic affairs of in.
dependent nations.

By this time Russian opposition to the recovery plan was rapidly
crystallizing. For example, Poland which had agreed on June 24
to cooperate in the p lan, later decided not to participate. Pravda
editorially (June 25) expressed concern over the limitations which
the United States might place upon any aid which she contributed,
and stated that the Marshall Plan was designed to prolong the post-
war boom in the United States and thus prevent the ultimate economic
crisis which Russia and Russian propagandists expected to occur at
any minute in this country. Tas (June 29) warned that the con-
ference should not attempt to draw up any all-embracing program for
European countries, and attacked the American, European aid pro-
gram as an interference in the internal affairs of that continent by

:Dr. Edwin G. Nourse, chairman ; Leon Keyserling, and John D. Clark.
_Hiland Batcheiler. president, AlleIhea[-Lud um Steel Corp., Pittsburgh, Pa.: Robert

Narle Buchanan, dean, Graduate College, Iowa State ColleCeK Ames, Iowa., W. Randolph
Burgess, vice chairman, National City Bank of New York, New tiork, N. Y.: James B. Carey,
secretary-treasurer, Cin, Washington D C , Granville Conway, president the Coanmo-
rolitan Shippin Co Inc., New York If Y. U'elvWe F. Coolbaugh, Golden, eolo.; Chester
C. Daro , president, FederalReserve Bank, St. Louis, Mo.: R. R. Deupree, president, Procter
& Gamble Cincinati, Ohio; Paul G. Hofman, president, the Studebaker Corp., Sonth
Bsend, na. : uvma . Hoover. dean, Graduate School Duke University, Durham, N. C.
Robert Koenig, president Ayrshire Collieries Co., Indlanalis, Ind.* Edward S. Mason,
dean, School of Public Administration, Harard University. Cambridge. Mass.: George
Meany, secretary-treasurer. American Federation of Labor, Washilgton.-D. C, Harold a.
Moulton, president, the Brooklug Institution, Washington, D. C.; Wiliam I. Myers. dean,
College of Aricnlture, Cornell University, Ithaca N. Y. : Robert c ordon 8proul,resdentUniversity of California, Berkely Calif.; Owen B. Young. van Horneovile, N. Y.:Robert
N. La Follette, Jr., Washngton, 6. C.; John L Colyar, president B. F. Goodrich Company,

Akron, Ohio.
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the United States as another instance of "imperialism" on the part
of the United States.

In an effort to counteract current misconceptions about the Ameri-
can proposal, Secretary of the Treasury, John Snyder, pointed out
that
* * * all that Secretary Marshall had done was to invite European coun-
tries to "sit down and see what their problem is. He didn't say anything about
letting the U. S. know how much i wanted."

Six days later, Secretary Marshall told the Women's National Press
Club in Washington
* * * All the Ulnited States wants * I * is that ihe aid be used for the
purpose It Is Intended; that it should not be expended to serve selfish economic
or political interests; that it should help to restore hope and confidence among
the people concerned, that the world will know peace and security in the
future.

THE MEETING OF TIE 16 EUROPEAN NATIONS IN PARIS

On the day following the break-down of the conferencee of the Big
Three, brought about by Russia's veto on any concerted action, Foreign
Secretaries Bevin and Bidault issued a joint communique inviting 22
additional European nations to meet in Paris on July 12 to consider
a recovery plan. Czechoslovakia, which had at first Agreed to partici-
pate in the conference after a visit of Premier Gottwald and Foreign
Secretary Masaryk to ioscow said it would be impossible to acceptthe
Franco-British invitation. The other Russian-dominated countries
sent their refusals. When the conference convened at the Quai
d'Orsay in Paris, 48 diplomatic representatives representing 16 coun-
tries were present. The countries in attendance were: Austra', Bel-
glum, Denmark, France, Greece, Iceland Ireland, Italy, Luxembourg,
the Netherlands, Norway, Portugal, Sweden, Switzerland, Turkey and
the United Kingdom. On the other hand, not represented were Yin-
land, Poland, Hungary, Rumania, Bulgaria, Yugoslavia, Czechoslo-
vakia, and Russia.

The conference immediately set to work and created a general over-
all committee, known as the Committee for European Economio
Cooperation (CEEC). After 4 days of sessions,, 4 subcommittees
were established, namely for food and agriculture, iron and steel,
transport, and fuel and power. This was the organization under
which the Ieports of the 16 European nations were to be prepared
for submission to the United States in September.

Tm RuSSIAN REPLY-THE "Mouyv PLAN"

The Russian reply to the Marshall proposal was not only verbal
but also one of action. The Soviet Government immediately entered
into a number of trade agreements with her satellite states. On July
12, Premier Gottwald and Foreign Secretary Masaryk brought back a
5-year trade pact between Russia and Czechoslovakia. On the same
date Bulgaria completed an 87 million dollar trade agreement with
Russia for 194748. On July 17, Hungary signed a trade pact with
Russia, and on July 18 Finland and Hungary concluded a trade agree-
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ment. On July 16, Bulgaria and Rumania entered into a power
and transport, and territorial adjustment pact. On July 27, Russia
granted Albania a small credit for machinery. On July 29, the Soviet
Government and Yugoslavia atinounced a barter and credit agreement
in Moscow. On August 3, Bulgaria and Yugoslavia signed an agree-
ment covering customs, visas, and general foreign policy. These were
only the first of a number of similar trade agreements. Supported by
the Russian grain aid and barter arrangements, they constituted the
so-called "Molotov Plan" which purported to be the Soviet reply to
the Marshall Plan. The net resultof these agreements was to further
tighten Russian control over the exports of the countries concerned
and a diversion of their products to the east, most of which had pre-
viously flowed naturally to the west and to other areas outside Russia
or the countries under Russian control.

COmiNF9RM Ciuwrn) To OPPOSE EUROPEAN RECOVERY PiLA

In her opposition Russia spoke for the Communist world. Any ques.
tions on this score evaporated when, on October 6, Pravda annoui, ed
in Moscow that a new organization representing the Communist. of
nine nations, namely those of Russia, Yugoslavia, France, Italy, Po-
land, Bulgaria, Czechoslovakia, Hungary, and Rumania, had organized
for an al-out fight against the Trunan Plan, the Marshall Plan, and
United States imperialism. This was the Cominform, a new version
of the supposedly defunct Comintern. Headquarters were located in
Belgrade. The conference, at which the declaration had been pre-
pared, had met in Poland and Communist representatives of all of
the nine nations were in attendance. The program of this new organi-
zation was set forth by Zhdanov on October 22 as one calling upon the
Communists everywhere to wreck the Marshall Plan as an instrument
designed by the U0nited States to achieve "world domination by Amer-
ican imperialism." Acting Secretary of State Robert A. Lovett com-
mented upon the Cominform program on October 8, stating that-
* 0 * the Manifesto will carry to new lengths the distortion of United States
policy * * *. The parties and govi-rume!Its assjociateml with this program have
made clear their intention to prevent, if they can, the economic recovery of
Europe.

THE HousE or REPRESPNTATIVEI S.LE:cr CoMmn'rE ON FoREIoN AID

Meanwhile, the House of Representatives decided to make its own
inquiries into European needs, and a preliminary study, Needs, Limits,
and Sources of American Aid to Foreign Countries, was issued July 19,
1947, by subcommittee No. 2 of the Foreign Affairs Committee, under
the chairmanship of Mr. John M. Vorys. This report, which brought
together the existing studies of the problem and made an analysis of
its probable magnitude, also pointed to the policy issues which would
have to be settled before an intelligent appraisal of the needs for Euro.
pean recovery and the possibilities of that recovery could be deter-
mined. House Resolution No. 296, introduced by Mr. Christian A.
Herter was passed with the object of establishing a select committee
to put the study of European recovery on a broader basis. Its aim was
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to secure the representation of the major standing committees of the
House which would be concerned* with different phases of the whole
foreign aid problem. As a consequence a 19-man committee, known
as the Select Committee on Foreign Aid, was set up on July 29 to make
special inquiries." It sailed for Europe on Algust 28 and returned
on October 10 with a wealth of information. The first summaries of
its agreed principles to form the basis of a report began to appear in
the press on November 7.' The nenibers of this committee were di-
vided, for purposes of more thorough study and coverage, into five.
subcomnmittees: A subcommittee on Great Britain, whose chairman was
Mr. Kunkel; a subcommittee on Austria and Gerinany-chairman, Mr.
Case; a subcommittee on France, Belgium, Holland, and Luxem-
bourg-chairman, Mr. Wolverton; a subcommittee on Italy, Greece,
and Trieste--chairman, Mr. Jenkins; and a subcommittee on Agricul-
ture (covering most of Europe)--chairman, Mr. Andresen. As their
reports will soon be available, it is necessary in this summary only to
point out that Congress had set up its own machinery in the last ses-
sion and was proceeding on an independnet study of the entire
problem of foreign aid, not limiting this study to European aid alone
and stressing the questions of actual and prospective needs of foreign
nations; resources and facilities available to meet such needs, both
within and without the continental United States; existing or con.
templated agencies, whether public or private domestic or interna-
tional, qualified to deal with such n2 ; and any or all measures
which might assist in assessing relative needs and correlating such
assistance as the United States could properly make without weaken-
ing its domestic economy.

THu Summu or 1947

Closely related to the recovery program were a number of events.
On August 14, the United States cancelled I billion dollars worth of
war claims against Italy; released 60 lnallion dollars in war assets;
signed over to Italy 28 ships seized during wartime; redeemed 10 to
15 million dollars in script issued tc Italian war prisoners in the
United States; trimmed United States claims against Italy to 5 million
dollars, and agreed to sign a friendship pact with Italy later in the
year. Other pacts between the two parties covered 136 million dol-
lars in prewar Italian bonds, and the disposal of G"rman external
assets.

Another significant event was the 6-day conference in London in
which France, the United States, and Britain agreed to restore the
German production levels equivalent to those of 1936. These talks
were held in spite of Russian protests. They failed to guarantee
France all- the Ruhr coal and coke she might need for her industries.
It was also agreed that German recovery should not have priority over

I It was headed by Representative Charles A. Eaton (chairman) and Iepresentative
Christian A. Herter (vice chairman). The membership of the committee was lleprsesnta.
tives Thoms A. Jenkins, Charles A. Wolverton, August H. Audresen, Francis Cae, John
C. Kunkel, John M. Vorys Charles IV. vursil, W. Eigalan6 Macy, Richard M. Nixon,

E. .Cox, James P. RichaRs, Francis R. Walttl. Harold D. Cooley, o
ton Brooks, Uugene J. Keosh, and A. 5. Mike Monroney.

'See summary, part II. No. 9.
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that of democratic countries; that the demilitarization of Germany
still remained a primary objective, and that any new United States-
British plan should be so drawn up that it could not be used for the
recovery of the Ruhr, in other woras,.so as not to allow that area to
become again an instrument of aggression.

On September 12, the Foreign Ministers announced that a study of
the possibilities of a customs union would be made among the follow-
ing states: Austria Belgium Britain, Denmark, Ireland, France,
Greece, Iceland, Italy, Luxembourg, the Netherlands, Portugal, Ru-
mania, Turkey; and 10 other eastern European countries would prob-
ably be invited, including Russia. Russia however, was not happy
with this announcement and she warned the Scandinavian countries
against the formation of any union among them because such a union
would be regarded by the Soviets as yielding to the western bloc now
sponsored "by reactionary Anglo-American sources."

On September 12 an aid conference was held in Paris with Secretary
William Clayton, at which six basic conditions were proposed by the
United States which were accepted by the conference. These were,
(1) to take immediate steps toward financial and monetary stability;
2) each to guarantee its production program; (8) to agree to reduce

trade barriers; (4) to make allowance in total requirements for capital
needs which might be financed by the World Bank; (5) to form con-
tinuing organization and check expenditures under it; and (6) to
recognize common objectives and responsibilities. This was the point
at which on September 18 Deputy Commissar of Foreign Affairs
Vishinsky rose in the United Nations Organization to accuse the
United States of "war-mongering."

On September 20, the Senate Appropriations Committee met for a
day to discuss the American financial policies abroad.

TiE RPORT or Titz Coxxrrr OF EUROP A ECoNOMC
CoorzRATON (CEEC).

On September 22, the Committee of European Economic Coopera-
tion presented its report, signed by the 16 nations participating in the
conference, to the United States. The recovery plan covered all 16
signatories.

WAsrxNGToN CONVmNATIONS OF TECHNICIANS

Conversations opened (October 7) between the technicians of the
European states and the United States with a view to clarifying the
European report and the recommendations. All phases of the report
were meticulously gone into.

Tmu Eu0RAN SrruATiox WoRSEs

Meanwhile the food situation in Europe continued to grow worse.
On September 24, the 19-member committee chaired by Secretary
Harriman made a special interim report on the grain export policy
of the United States, with a view to conserving as much grain as pos-
sible for Europe.

8
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The various committees of Congress visiting Europe saw for them-
selves the conditions which existed there. Ii addition to the House
Select committee on Forein Aid, and subcommittees of the House For-
eign Affairs Committee, already in Europe, Asia, and the Near East,
the Senate Armed Services and Appropriations Committee sailed on
September 26, and various other groups left from time to time.

In order to assure public assistance and to insure an adequate amount
of food for foreign relief, President Truman on September 25 pro-
claimed the national "waste less" campaign to conserve food products
affecting grain supplies. He appointed a Citizens' Food Committee.
under the chairmanship of Charles Luckman, to direct a campaign of
public participation, stating that the European economic emergency'cannot wait on a careful study required for the over-all decision
on the Marshall Plan." Later on October 27, the President took
another step in order to secure further public support of the aid pro-
gram. He invited 100 leaders of industry, labor, agriculture, and the
general public to confer with him at the White House.

THs Pusmiwr Mzm WrrH CoNolssxowN LADERs

As the food prospect in Europe became increasingly bleak, Secre-
taries Harriman and Marshall both warned of starvation abroad un-
less help was forthcoming from the United States. The President's
advisors engaged in an intense search for $580,000,000 for stop-gap
aid for Italy and France in order to avoid calling Congress into a
special session.

They were unsuccessful, and on September 29 President Truman'met
with a number of congressional leaders relative to the situation abroad.
He asked the Appropriations and the Foreign Relations Committees
of both Houses of Congress to meet "at the earliest possible time."
After informing the congressional leaders that he woi*d consult with
them again as to the necssity of a special session, he pointed out
that available funds would not meet a stop-gap aid program for France
and Italy. He emphasized that the long-range recovery program
would be impossible unless the United States provided food and- fuel
to help France and Italy "to survive this critical winter as free and
independent nations," and then observed that there was no use calling
a special session unless the appropriations and foreign affairs commit-
tees would approve stop-gap aid. On the next day the Senate and
House Foreign Affairs Committees agreed to meet in loint session on
November 10 to begin hearings on the aid program. Five days later,
the Senate Appropriations Committee scheduled its meetings to begin
on November 18.

Tm PRESIDENT SUMMONS CONGRESS FOR A SrscLu SEssoN ON
Novunra 17, 1947

But more definite action on interim aid seemed tothe President
to be necessary in time to stave off starvation and suffering in Europe.
No long-range recovery program could be entered upon unless immedi-
ate needs were met, as he had already indicated in his meeting with
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the congressional leaders on September 29. At a second meeting with
congressional leaders convoked at the White House on October 28,
he announced that he was calling Congresp into session on November
17. There were two compelling reasons, namely, "the continued rise in
prices * * 0 (and) * * * the crisis in western Europe."



11. THE CHARACTER AND THE CRISIS OF EUROPEAN
ECONOMY

BACKGROUND or ThuE EunoPEAN; Cusis

Europe-the land from the Ural Mountains to the Atlantic Ocean-
is similar in size, resources, and economic organization to the United
States, although it supports a population triple that of our country.
Europe has a highly industrialized seaboard, consisting of Sweden,
the Low Countries, Germany, Great Britain and France, correspond-ing to our industrialized New England and Middle Atlantic States.
Ithas an inland region, Germany, rich in iron ore and coal, which sup-
ports a great concentration of factories. We have a similar inland
industrial and raw-material area in the Pittsburgh-Chicago region.
Behind the industralized seaboard and stretching around the inland
industrial area of the Ruhr is the vast agricultural region of central
and eastern Europe, corresponding to our Middle West and Great
Plains States. Secondary industrial areas had been built up in the
Russian sector of this region and in a smaller degree in Czechoslovakia.
The war shifted Russia's developing industry more beyond the Urals,
into Asia.

The resemblance between Europe and the United States is strong,
but when it is examined more closely, it can be seen that there are
important differences. The United States is a single economic and
political unit with freedom of trade and movement from one part to
another. Europe is a group of separate and independent nations,
criss-crossed with trade barriers and without freedom of movement
across national boundaries. In a general sense, that situation is one
of the basic causes ofthe present European crisis.

The parallel to Europe would be closer if the 16 States comprised in
the New England and Middle Atlantic groups plus Ohio. Indiana
Illinois, Loumsiana, and Alabama (in order to simulate the isolated
and strategic positions of Greece and Turkey) were all suddenly to-be
politically separated from the rest of the United States and formed into
16 separate and independent nations. Imagine further that these
16 new States were devastated by war and drought and were effectively
cut off from trading with the rest of the United States by serious
ideological and national differences, and a rift created by a foreign
power that controlled all the rest of the United States. The difficul-
ties which these imaginary countries would face in restoring their
production and standards of living are like the problems whicF, west-
ern Europe has struggled with since the end of the war, with the differ-
ence that western Europe controls extensive colonial resources.

The 16 nations of western Europe which have requested American
aid are Austria, Belgium, Denmark, Eire, France, Greece, Iceland,

07782--47-2 11
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Italy, Luxemburg, Netherlands, Norway, Portugal, Sweden, Switzer-
land, Turkey, and the United Kingdom. With some exceptions, these
countries possess considerable industrial capacity and have common
problems in feeding their populations, obtaining raw materials for
their factories, and marketing their products, except the fact that
some possess great colonial empires while others do not. Even those
possessing colonies, however, cannot develop them rapidly or ade-
quately under present conditions. A brief summary of their chief
economic characteristics will make this clear.

With the exception of Denmark, none of these countries is a net
exporter of food. The following table shows the prewar percentage
of home-grown food to the total food consumed in each country:

TADau I.--SeJf-kcdenwV in food prodcio--Prewar 2

Percent of home-produced Percent of howeproduced
Country food to total food ouumed Coustry food to total food osuumed

Austria --------------------- 75 Norway --------------------- 47
Belgium -------------------- 47 Portugal -------------------- 92
Denmark ------- 100 Sweden --------------------- 90
France --------------------- 83 Switzerland ------------------ 47
Uree -------------- 79 United Kingdom --------------- 32
Netherlands ------------------ 62
' source: Food and Agricultural Data for Selected Iuropee Countries, pp. 1-8. Average

for food year 1933-34 and 1937-38.
'Excluding Imports of coffee, citrua fruits, tropical food, etc.

Even before the war, therefore, these countries were unable either
individually or as a group to feed their people out of their own re-
sources. Since the war the abif ity of these countries to feed themselves
at least in part has been still further reduced by severe summer
droughts and severe whiter freezes, by spring floods in Figland, by
lack of agricultural machinery and farm animals, and by shortages of
fertilizers and farm labor.

A similar reliance upon outside supplies has existed with respect
to raw materials for industry. Resources of Coal and iron ore are
relatively plentiful in western Europe and before the war were suffi-
cient to meet most needs. But other important raw materials were
in part or wholly lacking--especially nonferrous metals, cotton, wool,
lumber, pulp and paper, rubber, petroleum, and tropical products, such
as oils and heavy fibers. The war has only aggravated the dependence
upon imported supplies by using up stock piles and exhausting slender
natural resources of some of those products possessed by a few
countries.

As a result of its inability to supply itself with food and industrial
raw materials from its own sources, western Europe has to rely heavily
on foreign trade. In order to import, these countries have always
been foi .ed to export so as to earn the necessary funds for purchasing
abroad. Table II shows the per capita value, converted in dollars
of the foreign trade of the chief-western European-nations as compared
with the United States in the year 1937.

12



THE EUROPEAN RECOVERY PROGRAM 13

Tzxz II.-Per capital imports and eaporta, 19571
(Converted into &M at 1MWrate of ac]ange

Country Imports Exports

Austtra ...................................................................... $ 30 837.10

Begn tu ................................................................... 10&02. .0
Fr ansc e..... 4050 nee0
N eotherernn .6.8 73.........0...... 0& Be ?M0
Noo. 1 4 2..................... ....... 5 ...... 1 45 0.
S w......... & 10 81.10
Swtlteadand ....... . 75 7155
United K i no . ............... 106.20 54 86
United S................. . 22.90 2. 10

I Source: Porelga Commerce Yearbook, 1938, p. 427, as corrected.

It can be seen at a glance that those countries were far more depend-
ent upon foreign trade than the United States. The difference between
the value of imports and the value of exports was, before the war, made
up by the so-called invisible items in the balance of payments--earn-
ings from the shipping trade and from insurance, income from overseas
investments, remittances from emigrants, and money spent by tourists
in Europe, etc. But exports paid for the great bulk of imports into
western Europe and even before the waiit was literally true for Euro.
peans to say, "We must export or we die."

What did western Europe export before the war which enabled her
to pay for her imports I In large part it was the products of European
industry and certain specialized foods and beverages, such as cheeses,
wines and liquors. But just as the war has sappe-d western Europe'sability to raise part of its own foodstuffs, so toas it severely reduced
the output of European factories of these products, and cut off the
tourist trade and other "invisible" items of export.
1. War dange

The physical damage to and destruction of mines, factory buildings,
machinery, equipment, and transportation facilities was enormously
greater in the recent war than in any previous conflict. Only a be-
ginning has thus far been made in rebuilding and replacing plant and
equipment.
2. Shortage.

World-wide shortages of raw materials and industrial and trans-
pbrtation .equipment have hindered European reconstruction during
the past 2 years even for those countries which may have had the
necessary funds for foreign purchases.
8. Bue~w8a rekliotiahip

The commercial, financial and business relationships which knitted
together and sustained the productive resources within each of the
16 countries and.between western Europe and the rest of the world
were shattered by the war and are only slowly being reestablished
because of the disappearance of many old firms, loss of trained per.
sonnel, and the psychological and political uncertainty and insecurity
of postwar Europe. Title to many important properties was in a
hopeless legal snarl for much of the period since the war.
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4. Labor
Both the supply and productivity of labor in the factories and on

the farms are much less than prewar. This is especially due on the
continent where millions of skilled and semiskilled workers were killed
or displaced from their farms, mines, and work benches by the Ger-
mans. Nor does the reduced western European labor force work as
hard today as it did before the war for physical and psychological
reasons. Lack of adequate food, shelter, and clothing for over 7 years
has reduced the physical stamina of the European worker, whose aver-
age age is also greater than prewar by reason of the greater mortality
among and disappearance of young men. Psychologically, the incen-
tives to h. rd. work are gone--taxes are high and goods are scarce. Fac-
tory workers can buy little food with their wages and farmers find few
manufactured goods on which to spend their incomes. The result is
a vicious circle-the lower the productivity' the less there is for c.on-
sumers to buy; but the less there is for consumers to buy, the less the
incentive to work hard.
5. Political situation

A concerted program on the part of the Communist-dominated Left,
designed to make recovery, imhmsible and operating through dema-
gogy and sabotage, was met,by the natural reactions of the Right-
which certainly did not help matters-and by the inability ol the
Center and Liberal parties to control the economic and political fac-
tors which could produce stability and recovery. Since the Coin-
munists have been excluded from certain ministries in Europe marked
improvement has been evident in the political stability of these coun-
tries and their willingness to take necessary measures for recovery.

The factors outlined above which have hampered the recovery of
western Europe's industrial output are only part of the picture of the
current European economic crisis. Of equal importance are changes
in the direction, volume and'financing of the foreign trade of the 16
countries.

GEiMANY

Germany is no longer the chief single market for and supplier of
the other western Europeai: nations. In 1929, 53 percent of Germany's
total exports were consumed in the 16 countries of western Europe.
In the same year 35 percent of Germany's imports for home consump-
tion came from thosb 16 countries.' The difference was made up in
part by the western European countries out of their earnings from
transporting a substantial portion of the remaining German exports
and imports to and from the rest of the world. A is unlikely that
western Europe can find or create without the utmost difficulty an ade-
quate substitute for the role which Germany played in their economies
before the war. Consequently, unless and Until there is a revival of
western Germany's capacity to produce and consume at reasonable
levels, there is little chance of restoring the western European stand-

I Source: computed from figures itven In Pfgss Commere Ywrboob, lGS, voL ii,
p. 258.
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ard of living to the level of 1938, much les to that of 1929, without
serious drain on the economy of the United States.

EASTERrN EUROPE

Before the war, the Euro|ean area east of a line from Stettin on the
Baltic to Trieste on the Adri.tic was one of the chief sources of the raw
materials, especially foodsttiffs, required by western Europe. But
since the war, the food-producing countries of eastern: Europe, espe-
cially Poland, Hungary, Rumaia, and the U. S. S. R., Miave also
suffered reduced outputs of food' sane reasons as noted above in
the case of western Europe. S. st brvest, however, relative
exportable surpluses have appeared ii, ertain eastern countries, but
there are difficulties which must be overcotne before they can be bought
bV western Europe. Chief among these are the inability of western
Europe to supply, as formerly, desired manufactured goods to the,
eastern countries and the Gerious ideological and political gap between
cast and west which makes trade negotiation,; difficult.

UNrrw~j ~tRa~i j, 4X0 OTHR~i DoLIAt Ai XAS

In place of their p, ..var sourveb .ply in Germany an( -.stern
Europe, the 16 nations of western E,, v' been forced to trn to
the United States. Our exports to Ei J! be three times as great
in 1947 as in prewar times. Not only. "ipning vast quantities
of food and industrial products to Eirope, viii supply western
Europe with some 40,000,000 tons of coal in u47. a commodity never
before imported from outside Europe. Wpteni Eiropean countries
have also been forced to expand their purehtses in Canada and Latin
America, where they'nmust pay in dollars or acceptable goods for all
imports. While, therefore, world shortages and the loss of German
and eastern European supplies have compelled the .16 nations to ex-
pand their imports from dollar areas, they have at the same time been
able to reestablish only 60 percent of their exports to dollar areas, as
cornpared with prewar. Before the war, Europe sold less to us than
s2he bought from us. and now the diiverence is much greater because
of the shortage of acceptable expos rom western Europe. For the
past 2 years, western Europe's trade deficit with the dollar areas has
been financed in one way or another by the United States.

INFLATION

The world-wide inflation has seriously affected the ability of the
16 nations to trade among themselves and with the rest of the world.
What businessmen and economists call "tthe terms of trade" are un-
favorable to all 16 western European countries except Switzerland and
Sweden. This means that, because of a relatively greater internal
inflation, those countries must charge higher prices for their exports
than the costs of producing similar goods in competing countries out-
side of Europe. This is abe true for trade carried on among the 16
countries wherever the degree of inflation is markedly different, as
for example between France and Switzerland. At the same time,



THE EUROPEAN RE OVERY PROGRAM

foreign currency, especially dollars, earned by or loaned to the 16
nations buys much less than prewar in terms of goods. The result is
that western Europe, except Sweden, Portugal, Switzerland, and
Spain(the latter is not among the 16 nations of the Paris Conference),
has difficulty in selling even the limited quantities of goods it has for
b. port and it pays much more for goods it must import.

CURRENCY ICONvERTiBILIT AND TRADE BARM S

Even before the war, l*estern European countries were experiencing
difficulty in maintaining the value and free convertibility of their cur-
rencies. This situation was a result of the great depression of the
1930's which.reduced Europe's foreign trade substantially and created
conditions basically similar to but by no means as critical as those
of the present day. In an effort to balance their trade with other
countries, many of the 16 nations adopted various restrictive devices
designed to limit their imports but expand their exports. The use
of such devices as import and export quotas, barter and compensation
agreements, blocked currency funds, etc., has been continued and
strengthened since the war. It will be difficult for Western European
nations to abandon these artificial aids for carrying on foreign trade
until their own economies have recovered to the point where confidence
is restored in their currencies and goods for export and import are in
more plentiful supply.

Loss oF FoRF.oN INVEWMENTS, Er.

As noted above, western Europe was, in general, able to balance its
trade with the rest of the world before the war by reason of its earn-
ings from the so-called invisible items of the balance of payments.
During the past 7 years, however, many of the 16 nations have lost
most of their income from one or another of the invisible items. Great
Britain sold a large phrt of its fo ign investments in order to finance
necessary imports during the war. Great Britain, Norway, the Neth-
erlands, and Italy no longer have maritime fleets of anything like
prewar size and have lost the income formerly derived from carrying
the major portion of the world's ocean traffic. Tourists no longer
flock to France and Italy nor do the fortunate few that get there
spend anything like in prewar days. Disorders in the Netherlands
East Indies. and French Indochina prevent any substantial remit-
tances from those regions to the mother countries. Only Belgium
and Britain still earn substantial profits from their overseas posses-
sions, though potentially nearly all European colonies are economic
assets.

Such, in brief, are the main reasons why western Europe cannot
now grow and manufacture enough to feed, clothe and shelter its peo-
ple and repair the ravages of war, or reestablish sufficient foreign trade
through the normal mechanisms of commerce and finance to make u
the deficit in its home production. Not even before the war did the 19
nations of western Europe have anything like the degree of self-
sufficiency and independence of foreign trade so fortunately possessed

16
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by the United States. The war and its aftermath of political unrestand world-widi shortages have only aggravated to a crisis western
Europe's organic inability to support itself without the nature ! flow
of fo6d and raw materials from eastern Europe. To a very great
extent, the present plight of western Europe arises from the operation
of'factors beyond the conscious control of the people of Europe. Seven
years of war, terror, uncertainty, hunger and- cold have increased
painful but necessary tasks.

If Europe is to recover, particularly if western Europe is to recover,
without mutual assistance from an eastern Europe dominated by Rus-
sia, exports must be increased far beyond prewar levels, colonies must
be better developed and open to general use, and barriers to internal
as well as external trade for the 16-nation group reduced as rapidly
as possible.2 Population problems will remain difficult, particularly
in Germany, where the bizonal area has had to absorb many millions
of nonproductive exiles. At the same time, German industrial plant
and technical skill are potentially the greatest factors inside Europe
for providing manufactures and equipment for the rest of western
Europe. Under suitable exchanges for raw materials and safe polit-
ical editions, western Germany could also greatly aid the recovery of
Eastern Europe.

So pledmu pert II, No. 4.
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Il EXTENT OF RECOVERY IN EUROPE

PRODUcTONq

Europe has come a long way on the road to recovery since the Allied
armies liberated the countries occupied by Germany. Industrial pro-
duction has recovered to better than prewar levels in a number of
countries of Europe, including the British Isles and the Scandinavian
countries. In a second group comprising France, Belgium, and the
Netherlands, production stands at approximately 80 to 90 percent of
1937. In Italy, however, production is only about one-half its prewar
size while in Germany and-Austria it is considerably less.

The general extent of this recovery may be indicated by the follow-
ing figures:

In~de of 4nduaft products.,

11O7.h1001

1W4?

Jan- i Mareb April May June

ary Mary

Austria ................ .......... ....... '41.. ........... ......
Blgluin.................... ,31 72 6 77 81 88 37
Ienmak .................. 74 go 106 105 96 9 100 100

France 1........... 79 6 96 102 102 97
Germany:

Unitd States Zone ...................... 37 84 81 38 46 49 48
United Kingdom Zone ............... 1 25 2 30 33 34 34

Ireland .............................. 92 107 ... .. ...............................
an ............ ................. 51 48 46 52 ........ . ..... .Neterlads ' ..................... 31 74 M6 so go go Be 9i

Norway .... .................... O 100 100 11 113 113 129 ........
Sweden..................... 107 108 107 107 100 106 106
United ing.dom... ............... 1....... ........................

'13-100.

UMaufeuftl, mining, and public utilities.

Production of steel and coal in western Europe, basic ingredients
of European economic recovery, is still far below prewar. Although
the output of steel in the United Kingdom is higher than it was in
1938, it is still only a fraction of what it was before the war in western
Germany. With the exception of France the production of coal is

19
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far below output in 1938. These facts are brought out clearly in the
following table:

Steel production Is the participating countries and wate, Germany
I11miInot Of mettl to=]

Country IS MI4HS October M

1. United Kingdom ......................................... 106 I.7 13.4
. Other PWtclatlng countries .............................. IL3 L A 13.

S. W$t110Oeany ......................................... 1.0 ............... .2
4. Gnd &oW ............ao.............................. .44 15.3 3.

Sourn: C9C, Teehnlmal Repot^ p. 10.

,Progres o' hard-ooal production t the partlet satin countries and western
Germany-Anual rate

IMtlman of metrl tons)

Country Ion July 1645 May 1047

United Kingdom .................................. 3231 in6 ISOFren "......................................... 47 31 4?ota r ps. ian c ,ntie ................................. W 2 86
Tota participating countries ............... 329 223 2

.=

Westr Germany ................................ 13 n

Sours: C2G, Techniol Report,4 p. 0.

Agricultural production in Europe as a whole ip nearly 80 percent
of prewar levels. The major difficulty lies in shortages of fertilizers,
farm tools and equipment, and, in certain localities, deficiences of draft
animals and farm labor. In the summer of 1945 drought struck in
France and in French North Africa. The severe winter of 1946-47
culminating in early spring floods, froze sued in the ground and ruined
the winter wheat crop in Britain, France, ard Germany. Further
damage resulted from dry weather in June and July 1947.

The rate of recovery has not been uniforma over the whole area. The
countries' own efforts were supported by considerable assistance from
the rest of the world. The following tables ar of interest:
Production and total supplies of basic foodtuffs tn the particpatW ountries

and Western Gersan t
jMme ci mete tona

Toa aad" spis du Saab .

11" 1 19 104-18 1
(av'era) 14 (scrae)

Wbat rnd rye ............................... 47. W 34.0 3.4
Al cereels ...................................... aI 00.7 6.5 48.1
onleAndrtm ................................. 0.0 &6 1 1.6
Suga ................................ 6.8 4.4 4 1.4
Mt.. ............................... 10.6 7.1 o.0 &I
Milk ........................... 7.5 sit. M1.5 53

I Including butter.
'Lquid milk.

Bouts: 01E, Tohnica Repo p. S4.
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imade Of eG~i1ouua pvivdo
1iM=100]

Austria -------------------- 51Belgium --- --------- -------- ------8
Denmark - -

United States Zone.................... ............ 75
United Kingdom Zone- 60

United Klnoom - on-- --- 0
Nrecainthe ............. Stts onupin/a a, r id

CoNsumiroN

WieEurope'sproduction has recovered more than is generally ap-

in the first place, production has more work to do. In addition to
providing for consumption, maintenance and depreciation of existing
capital equipment and normal capital expansion, it must make up the
great losses of the war. It must also accommodate far larger popula-
tions in most of the countries of Europe, resulting from population
growth during the war years and from large scale movements of
population.

Consumption in food has on the whole been sufficient to sustain life.
In certain countries, however, it has not provided the population in
general with the food needed to provide the energy for active living.
Rationing has been designed to provide special allowances for miners
and other types of physical workers. It has also been directed to
building capital in human resources. Special food has been made
available to prospective and nursing mothers, and growing children
have been favored at the expense of older people. Apart from the
quantity of food, its quality has deteriorated greatly, except on farms
and in metropolitan black market restaurants. Bread and potatoes
are the rule or the urban dweller without access to farm products.

In other consumption lines, conditions are little better. A long
stretch of years looms ahead before prewar housing standards will be
regained. Destruction of cities, growth of populations, influx of
refugees, and in the occupied areas requisitioning of houses for occu-
pation armies and their families have brought about the most crowded
conditions known in Europe. Repair of damaged houses and the con-
struction of temporary shelter have alleviated the situation to some
extent. Building materials are scares. Lumber to repair roofs and
walls, cement for foundations, brick and masonry for new construction
are not available to meet even the most urgent needs. Yet in certain
areas the spirit of the people remains high.

Some progress has been made in producing clothing and shoes for
the working class at one end of the scale and in the production of
fashion items for the well-to-do and for export at the other. However,
stocks of clothing in the average family continue to dwindle, having
been stretched out over the war and the 2% years following without
substantial replacement. Ore of the important problems facing Euro-
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pean countries generally is to insure the production of sufficient
clothing to take care of the needs of growing children.

Average consumption figures conceal wide differences between the
consumption of the various participating countries. Even though the
figures for 1947-48 are more in the nature of consumption per head
implied in estimates of requirements, the table below is of interest.:

Food ooneumpton per head
(Kg. p. Jme per i1

r. ............................................................. . 27. 2Itat .............. .............................................. ..

Fat (oi equIvalent) ........................................ 4.1 I1.0

Bour: CKIC, OsNral Report, p. 48.

ExPORMs AND IMPORTS

More than any other region of the world, Europe is dependent on
trade for its economic well-being. Although Europe, excluding the
U. S. S. R., contains only 19 percent of the population and 4 percent
of the land area of the world, European trade constituted somewhat
more than half of total world trade before the war. Much of this was
intra-European trade, which accounted for 54 percent of total Euro-
pean imports and 64 percent of exports.

The war completely disrupted this intricate trade network.
Normal trade relationships andthe entire European economy were
hammered out of shape in order to serve the needs and the require-
ments of the war. As the war continued, damage and deterioration
lowered production and reduced even such trade as was permitted.
At VE-day trade was virtually at, a complete standstill.

Exports have increased from low wartime levels in most of the
countries concerned, but at current rates of production domestic me-
quirements have absorbed the bulk of available supplies. Import
needs have been enormous. While production has exceeded consump-
tion in most countries of Europe-though possibly not in Italy,
Austria, and Germany-the margin between production and con-
sumption would have been far wider if imports had been limited to
the goods which the European countries could have bought with their
own exports.

Imports of food from overseas areas far surpassing the prewar
volume have been required to maintain food consumption; more coal
and petroleum products have been brought in to keep the economy run-
ning; steel and machinery have been sought to repair damaged or de-
teriorated machinery and to expand capacity in certain lines. Im-
p rts of raw materials--textile fibers, nonferrous metals and ores and
eather-have been less than they usually were in peacetime. ?or-

really, western Europe relied on overseas areas for these commodities
and on eastern Europe for nonferrous metal ores. Since the war, how-
ever, supplies of coal and electricity have been insufficient to get ca-

22
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pacity in these lines operating fully while capacity itself has shrunk
through the destruction of war and the depreciation of machinery.
A particular factor has been the difficulties encountered in reamem-
bling machinery which was cleared out of civilian-type factories to
make room for armament machinery during the war. Textile plants
were a favorite choice of German armament officials anxious both to
expand airplano aitd general armament production and to disperm
such production away from Allied bombardment.

The total value of imports has been increased not only by enlarged
requirement for food, coal, and steel but also by large increases in
import prices. These increases have exceeded those in the manu-
factured goods which western Europe normally export&

A furder new item of cost in dollaIrs bas bee shipping. Because
of tremendous wartime merchant marine losses, shipping which was
carried formerly in Eunopean bottoms ip now transported by the
United States merchant marine. American shipping costs are 'high.
Coal sold at a western Pennsylvania mine for $4 to $6 and $7 to $9 at
an Atlantic seaboard port costs approximately $16 to $18 lid down
in Cherbourg, Marseilles, or Trieste. With one and one-half million
tons of grain moving eastward out of Atlantic ports monthly, and
two and one-half miflion tons of coal, 1,500 ships of the Liberty type
have been engaged in moving bulk supplies across the ocean at rates
of $10 to $12 a ton for coal and $20 ton for wheot

In. 1988 the world looked to the participating countries for about
60 percent of its tonnage. Some of the progress made in the recon-
struction of the merchant fleets is due to the expenditure of dollrs
on acquiring ships built in the United States. The following table is
of interest:

Tonnage owned by the partfoipating oountrlea in 188 and 1947
r .fiure n uion s

Id I= Mid-1947
TypeW of Tend

No. O.R. T. D.W.T. No. 0RT. D.W.T.

o........................ 60 3. 3o 1.0 M9.0= =================1=== X. 1 .,,0 ,o.8,
T'OM ............................... .. m iw 4 o .W - wt NA

$For the pure of this report, "ml ellamed as "rug.!,r"' queue lbaysl. y .hoes . aib b, ne

,,L. *n .W. T. Sourre Tonn"P's
O*atWptzagow *2 m.CJ .W. T. am . Raa 0.o "g~ Towige

The economic recovery is linked with the strength of the inload
transport systems. The traffic figures given below reflect the results
of combined efforts since the war ended to repair material damage,
build new equipment and repair old, and to revitalize the adininetra-
tire machinery.
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Volume of trato in Belgium, Franoe, and Netherlemde
fJmoauo mwuao mJ]

Tmmo .8 IOU 190a

Railwsw ..................................................... X14 13Il.1 317i. 1W s ................................................... Iis 4.4 7&0

Parts. ........................................................ ISLI 411 a16

Bounm: CIEC TohnhJ Reports, p. N.

ECONOMIC INTEUo0RC

Apart trom the difficulties of increasing production, the necessity
to restrain consumption and the need for foreign aid in meeting
minimum requirements both for consumption and production, Euro.
pean economies have been handicapped in recovery by a serious dete-
rioration in the normal ways of doing business. This is applicable
both to trade within and among the countries of Europe.

Prior to the war, the economies of Europe, with certain obvious
exceptions as in the case of Germany were in principle based on the
mechanism of price and profits, and the distribution of gods to final
users on the basis of price and incomes. Departures from this prin-
ciple occurred in varying degrees, as governments, cartels, and other
institutions took action to alter the results of the operation of a simple
price economy. In general, however, the operation of the economy
was fairly automatic.

During the war the price and market mechanism was drastically
modified in all countries, as resources were mobilized for war. Alloca.
tions, priorities, and rationing provided the assignment of resources to
particular uses and distributed products to consumers.

Since the war many countries have made an attempt to get back to
the price economy. But so great have been the prevailing scarcities in
some fields, and so great the degree of monetary disturbance engen-
dered by the war and its consequences, that price control, rationing
allocations, priorities, and labor services necessarily have been retained
in varying degrees in certain sectors of some economies and through-
out others.

The result is that they have achieved success in neither direction.
Price controls have broken down in most countries, and where they
have held, as in Germany, the rationing and allocations syFte re-
quired to distribute goods in the absence of the price system has been
inadequate to the tak. Inflation and black markets exist in France
Italy, Germany, Austria, Greece, disturbing the normal division oI
labor between farmer and city dweller, disrupting the flow of scarce
supplies into priority uses. making it impossible to insure that food is
collected and distributed to those who most require it.

In Germany a barter market has evolved. The term black market is
reserved for the movement of goods to final consumers outside the
normal ration. When a factory, however, barters its product for raw
materials--for fuel, for building materials, and for tools-this is
barter, not black market trading. Factories and mines trade their
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produce for food to feed their workers a noon-day meal; obtain build-
ing materials to repair the houses of the managerial staff and the work-
ers; even pay the workers in cloth, shoes or other consumers goods
which are made in the factory, to enable the workers to engage in black
market trading for their own account.

In an economy where normal economic intercourse is almost totally
disordered, other types of easily transferable goods take on the at-
tributes of money--such as cigarettes and other items small in size and
high in value, including nylon stockings, Paris perfumes, even flasks
of penicillin.

The situation in countries other than Germany is evidently less ex-
treme, though the economies of Austria, Italy, and France suffer in
some degree from the same lack of coididence in the currency in use,.
from barter, and black-market trading.

In international trade the normal pattern of dealing has not been
restored. At the end of the war, world trade was at a complete stand-
still in the countries of Europe liberated by Allied arms. As lcAal
economies gradually picked up, international trade was resumed ,i a
barter basis or through bilateral agreements between two trading ni-
tions. Currencies were inconvertible and for the most part hayr re-
mained so. Foreign monies were made available by governments only
for approved imports or for import transactions undertaken by gov-
ernment agencies. Obtaining access to foreign materials or selling
domestically produced goods abroad involved ai individual or a firm
in endless complications.

Bilateral trading was an improvement from the total absence of
trade. But bilateral trade is restricted to the amount of goods the
poorer country can buy or supply. The most acute problem in this
connection has been presented by the trade of Germany, which is:
anxious to sell goods in Europe for dollars with which to pay for some
of the wheat, fertilizer, medicine, and petroleum products bought
from the United States. Other countries have had goods to sell to
Germany which Germany would have liked to buy, but which with.
the serious shortages in basic consumption commodities it could not.
afford.
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IV. UNITED STATES ASSISTANCE TO EUROPE

Jimr 1, 1945, To Juwz 80, 1947

United States financial assistance to Europe since the end of World
War II has been of two kinds: (1) The provision ot funds and supplies
in the form of repayable loans and credit and (2) the provision of
funds and supplies in the form of relief and special grants not requir-
ing specific repayment. United States assistance to western Europe
has been largely of the first kind; that is, long-term interest-bearing
loans and property credits.

A. INTEREST-EARiNG LOANS AND CREDrS

The interest-bearing loans and credits have been of the following
types:

1. The Treasury loan to the United Kingdom of 3,750 million
dollars, authorized by Congress in July 1946. As of August 81, 1947,
the unutilized balance of this loan was $400 million.

2. Export-Import Bank loans for reconstruction purposes. The
largest single recipient of this type of assistance has been Franc
which received two loans, one of $550 million in September 1945, and
one of $650 million in June 1946.

8. The sale of United States surplus property abroad and surplus
merchant vessels on long-term credit. -Of the countries of Europe,
France and Italy received the largest surplus property credits: Francs
a credit of $30 million and Italy a credit of $160 million for the
purchase of surplus property in Europe, and each a credit of approxi-
mately $42 million for the purchase qi merchant vessels.

4. Lend-lease settlement and "pipe line" credits. These lend-lesM
credits were established ii" full settlement of obligations arisin out of
the war on account of lend-lease and other wartime claims. e are
essentially propery credits for the value of civilian-type lend-lease
goods held by foreign governments at the end of the war and for lend-
[ease goods in the process of procurement at the war's end. Among
the 16 Paris Conference countries, settlements establishing long-term
credits on this account have been effected with the United Kingdom,
France, and The Netherlands. & •

Following this brief review-of United States assistance to Europe
are three tables whiuh present in detail a break-down of the figures
showing our aid to all the countries of the world. These tables are
taken from the report by the Council of Economic Advisers on The
Impact of Foreign Aid upon the Domestic Economy--often referred
to as the Nourse report. It will be noted that there are separate tabu-
lations of Export-Import Bank and other loans and property credits.
Except for the United Kingdom and some non-European countries,
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the former is a listing of Export-Import Bank credits only; the latter
is a composite of credits for the purchase of surplus property and mer-
chant vessels and in settlement of lend-lease obligations. In the period
July 1, 1945, to June 30, 1947, the United States Government author-
ized repayable loans and credits to the Paris Conference countries of
$7,353 million in all.

B. GRANTS AND RELIEF

'The second type of United States assistance to Europe has been in
the form of grants and relief.

The programs comprehended in this group are the following:
"1. UNRRA.-The United States Government appropriated $2,700

million for relief distribution to the war devastated countries of
Europe and Asia through the ancy of UNRA. This contribution
amounted to 72 percent of UNERA's operating budget. Italy ald
Greece were the largest recipients of UNRRA aid among the Paris
Conference countries, which altogether received United States assist-
afice through UNRRA amounting to approximately $700 million.

2.. United £tat Fpreign Relief Program-In May 1947, in antici-
pgion of the expiration of UNRRA, Congres authorized the provi.
sloi of further relief assistance to certain specified needy countries, and
in. July 1947 appropriated $832 million lor this purpose Austria,
Italy, Greece, and Trieste are the European recipients of this assistance.

(Tonation of $15 million was made from the appropriation to the
International Children's Emergency Fmd.

3. Greek-Turkis aid .- Congress also appropriated $400 million in
1947 for special civilian and military aidto Greece and Turkey.. Aid to
Gii*4 under this appropriation is programmed at $300 Uillion of
Which approximately one-half is for military assistance; aid to Tur-
1is programmed at $100 million, solely for military assistance.. Rlief of occupied areae.--Since July 1,1945, Austria Italy
saqd Germany have been the recipients of relief under the "disease and
nret" program of the War Department. The most substantial ex-
'lnditures in this program have been made for Germany. Belief

expenditures for Italy and Austria under this program divinished con-s~dorably after the first year and are currently negligible.
1. Lend-lease aid.-During the period July 1, 1945 and VJ-day,

when straight lend-lease assistance to our European allies was termi-
ated, several countries in Europe received lend-lease aid. Although

this'assistance was subsequently settled for in the establishment of
property credits under comprehensive war settlement agreements, the
lend-lease aid received by European countries in the period after July
1, 1945 (amountin to $420 million), is recorded in the attached tables
uLer Grants and Other Relief.

the period July 1, 1945, to June 30, 1947, the United States Gov-
ernment authorized assistance under the five programs listed above of
sime $1,943 million allocable to specific Paris Conference countries, a
father $767 million allocable to German relief, and a further $481
million not allocable to specific countries in Europe but intended almost
entirely for the Paris Conference countries-making a total of $3,191
million.
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In summary, loans, credits, grants. and relief to the Paris Confer.
ence countries and Germa .y authorized in the period Juliy 1, 1945,
to June 80, 1947, totaled approximately $10.5 billion. Of this amount
rough l two billions of dollars had not been utilized by the recipient
countries.

0. PIVATE RF.MITTAMCM

Apart from the assistance which the United States has rendered
Europe through Government channels it should be kept in mind that
aid from private sources has not been inconsiderable. In 1946, ao-
cording to Department of Commerce estimates, personal remittance&
to Europe in the way of money orders, food, nothing, etc., totaled
$285.8 million. Remittances from voluntary agencies during the same
year reached a figure of $218.8 million. The total remittances from
nongovernmental sources thus ran to slightly more than half a bil-
lion dollars.
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V. RECENT POLITICAL DEVELOPMENTS IN PARTICI.
PATING COUNTRIES AND WESTERN GERMANY'

The 16 countries which collaborated in the Committee for European
Economic Cooperation vary widely in their historical backgrounds,
their cultural and social traditions, and their degrees of economic de-
velopment. They stretch from the Arctic Ocean to the Mediterranean
and from the Atlantic into the Near East. In some the basic political
forms have been developing over tie course of centuries, others have
existed as nations for only a comparatively short time. The cultural
traditions of Greece were old when muh of northern Europe was in
a primitive state. Yet, in spite of thme divergencies, they belong
to the main stream of what we know as western civilization, the civil
ization of whch we are a part. Though varying in the forms of their
governments, they adhere to the principles of representative consti-
tutional democracy. Governments derive their powers from and are
responsive to the electorates; the rights of the individual, including
the rights of political minorities, are recogoized and protected.

Political developments in these countries show a sinilarity of trend,
though differences in application. Generally, there has bimn an .i-
crease in the resppnsibility assumed by society, through the state, for
insuring certain basic essentials to the people. i has taken not
only the familiar forms of social insurance, public health, etc., but also
has shown itself in an incrasing tendency towards nationalization of
key industries and enterprises. The dislocations of war accelerated
this tendency. The immense problems of restoring war-tom economies
to running Order seemed insoluble except in terms of governmental
action. Tie political and economic theories which can generally be
desnated as those of the Social Democrats have come to the fore and

tMe extent ihat a common political trend can be sinaled out, it is
the emergence into a position of power of the right wing socialists
supported by strong trades unions as exemplified by the Labor Gov-
ernment in the Unifed Kingdom. A few indications of a move away
from the planned economy of die Social Democrat may be observed
in some countries, but any widespread reversal of the trend is not
likely in the near future, u was shown by the acceptance by the British
Conservative Party f many of the nationalization measures taken by
the Labor Government.

Most of the 16 countries, and of course Germany also, belong to the
-category of industrialized societies, as distinguished from the more
agricultural countries of eastern Euzope. Therstore the war affected
tlim in the same way, though in varying degree. Damage and dis
location are not to be measumd in physical destruction alone, but also

I Thi seton Is jW on information obtained from the Department of State.
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in the invisible disorganization which can so seriously disrupt a highly
industrialized society.

Short analyses of the various countries are found below generaliza-
tion about them is difficult. jIowever, they have basically common
problems aains a common background. They belong to that great
tradition which we call Western Civilization. The principles of rep-
resentative democratic government based on the rights of individuals
are followed. All are suffering the scars of war, visible or invisible,
and the economic dislocations of their industries are similar. They
form part of a great trading complex whose activity is essential to
international prosperity. Though lpcal differences are groat, essen-
tially they have much in common with each other and with us.

AUSTRIA

The present Austrian Government was formed in accordance with
the results of a free election in November 1945 and was simultaneously
reeognized by the four occuping powers on January 7, 194. It is
a coalition Government in which the People's Party and the Socialist
Party share political power almost equally between them whereas the
Communists represent a small minority interest. The two dominant
parties have a 0ng political tradition in Austria and a solid founda-
tion in the social structure of the country. The People's Party repre-
sents Catholic, conservative, business, and peasant elements and the
Socialist Party represents urban working-class and lower middle-clam
groups. They hold 161 out of 165 seats in Parliament with the People's
Party having 85 and the Socialists 76. Both partieo, despite pro-
ram matic differences, have cooperated closely as dominant partners

in a Government which has a noteworthy record of internal stability,
resistance to communism, and devotion to democratic reconstruction
and national independence. The Communists have 4 seat. in Parlia-
ment and I member in the Cabinet on the basis of 5.4 percent of the
total vot& Since Austria is under Allied military occupation, the
Austrian Government is subject to certain control exercised collec-
tively by the 4 powers as represented in the Allied Commission for
Austria and individually i the 4 zones by the respective commanders
in etL

Bzwx x om Lumaoumf
The present Spaak government in Belgium is a coalition of the

Socialist and Catholic *paes and represents the strongest combina-
tion of political forces that has governed Belgium since the liberation.
The two Government parties control an overwhelming majority in the
Parliament and are also supported by the two major trade union fed-
erations. The Government's program is essentialy one of favoring
free enterprise and progressive reduction of the remaining eontrols
on the economy. The principal problem potentially affecting the Gov.
ernment's stability is the somewhat explosive monarchy question
which is, however, latent for the moment but for which the Spaak
government, when it came to power last March, publicly stated that
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it would seek a generally acceptable solution. Other sources of poe-
sible trouble are largely economic, i. e., the possibility of having to
reduce the bread ration, the decline in Belgium's dollar balances, and
the problem of wags-prioe relationship. The Communists, although
extremely vocal, a .e not important politically, but they do exert a
certain amount of influence in some of the trade unions.

The present conservative Government of Luxembourg, a coalition
of the Catholic Christian Social Party and a Liberal-Reistance com-
bination, is quite stable. The most important Ministers, including
the Prime Minister and the Minister of Foreign Affairs, are the same
men who were in the prewar Government.

DNxmA

A minority cabinet of the Agrarian Party was formed in Denmark
following the 1945 elections. This cabinet fell on October 4,1947 and
a new election has just been held for the Lower House of the Parlia-
ment. This resulted in sins for the Social Democrats and Agra-
rians and losses for the Communists and Conservatives. The Social
Democrats are the largest party but do not have a majority. A new
cabinet remains to be formed. Whether it will be another minority
or a coalition cabinet is uncertain. As all major Danish parties are
firmly anti-Communist, it seems highly unlikely the Communists will
be permitted to participate in the new cabinet.

While the new Cabinet may inaugurate special economic policies
peculiar, to some extent, to its political complexion, it is probable that
whatever policies are adopted will be witin the basic framework
of a drive for increased exports, of measures to combat internal in-
flation, and of balanced foreign trade; in brief, an attempt to bring
Danish exports and imports into balance while at the same time pro-
tecting, as far as possible, the Danish standard of living.

FAANCO

Since May 1947 France has been governed by a middle-of-the-road
coalition of Socialists, Popular Republic, and Radical Socialists, ex-
cluding the powerful Communist Party and the Right. The country-
wide municipal elections held throughout France on October 19 aid
26 involved national rather than Ioca issues and their results, while
not technically affecting the composition of the Parliament, revealed
an important change in the sentiment of the electorate. While the
Communist Party's loom were slight, General de Gaulle's new Rally
of the French people, campaigning largelT on an anti-Communist
platform, obtained a popular vote approaching 40 percent, largely at
the expense of the Popular Republics and Radical Socialists, two of
the center parties which compose the present coalition government.
The Socialist Party roughly maintained its position.

The normal solution -for such a situation would be the dissolution
of the Parliament and the holding of elections for the selection of a
Parliament clearly reflecting the popular will. However, this nor-
mal solution is rendered impossible by a provision in the new French
Constitution which forbids the holding of general elections before
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June 194& The constitution can be amended by a two-thirds vote of
the Assembly or by a majority vote of the Assemblv ratified by a
referendum. General de Gaulle, who now holds no official position
and who has virtually no representation in tie Parliament, has issued
a statement calling for an amendment of the constitution permitting
immediate elections and also increasing the powers of the President.
The Parliament, called into extraordinary session, has given a very
narrow vote of confidence to the present coalition government. This
is considered an indication of the Parliament's reluctance to vote a
middle-of-the-road government out of power at a moment of mounting
tension between Right and Left.

The Government is faced with serious economic problems revolving
around a standard of living significantly below prewar levels, accom-
panied by inflation, a flourishing blackmarket and a slowing down of
industrial recovery. Like its predecessors the present Giovernment
has had only moderate success in meeting these problems.

GaUcZ
The current Greek Government, formed in September of this year,

is based on a coalition between two historic Greek political parties:
The Populists, representing the largest single parliamentary group,
and theliberals, the party which had hitherto led the parliamentary
opposition. Formation of this Government was welcomed by the
United States as a movement toward national unity demonstrating
the desire of loyal Greek political parties to subordinate partisan dif-
ferences and to work together in accord for the welfare of the Greek
Nation.

Greece is confronted with serious military and economic problems.
The Communists, aided by neighboring countries to the north, have
endeavored to perpetuate economic and political chaos in order to dis-
credit all non-Uommunist regimes and to prepare the way for the es-
tablishment of a Communist dictatorship in Greece. Toward these
ends they have adopted a program of economic and political sabotage
which has included systematic destruction of communications, pro-
motion of frequent and wide-spread strikes terrorization of Gieek'
peasants and villagers the dissemination oi vicious and vociferous
prop da within and without Greece and, particularly since March
194= he conduct of armed warfare against the Greek Government.
Greek guerrilla forces are currently estimated in number approxi-
mately 18,000. Owing primarily to the lack of internal security and
the magitude of war-induced destruction, the Greek economy has re-
mained in a critical situation despite assistance from & R the
British Government, and, particularly since May 1947, from the
United States. Progress of the American Aid Program has been, in
general, satisfactory but. its ultimate success has been jeopardized
y the continuing guerrilla warfare and serious adverse weather con-

ditions resulting in greatly lowered production.
The program of fle Giek Government as outlined in an address

delivered by Prime Minister Sophoulis in October 1947, provides for
continuance of the amnesty designed to induce the desertion of non-
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Communist guerrillas from the Communist-led insurgent forces, and
the application of severe measures against those guerrillas that do
not avail themselves of this opportunity. In the econommo field, the
Prime Minister has declared the Government's intention to cut ex-
penditures to the minimum and increase revenues and announce the
establishment of a foreign trade commission with control over imports
and the creation of a fiscal policy designed to increase exports. As a
means of improving the internal security of the country a national
guard is being organized to protect inhabited localities and to free the
Greek National Army for offensive operations against the guerrillas.

ICELAND

The present Government of Iceland is a coalition of Conservatives,
Progresives, and Social Democrats which came into power after,
several months of dissension subsequent to the withdrawal of the
Communists from the Government in protest following the ratification
of the Iceland Airport Agreement with the United States in October1940.

The Icelandic Communists account for 20 percent of the voters of
Iceland-the highest percentage in Scandinavia. Through their con-
trol of important trade unions the Communists are the principal thorn
in the side of the Government and have a considerably greater influence
than their electoral strength would indicate.

The principal economics problem of Iceland is domestic inflation
which keeps the price of Icelandic fish so high as to make them uncom-
petitive in world market. Upon its fish exports depends Iceland's
ability to pay for essential imports. The present Government has not
,yet shown itself to be in a strong enough position to deal firmly with
this inflation.

IRLAND

The Fianna Fail Party a moderate party, led by Eamon De Valera
was reelected to office in the general election of 1944 with a substantial
majority in the Dail (the lower house of the Irish Parliament). The
party continued throughout the past year to maintain its dominant
position in domestic Irish politics. The Government's strength was
enhanced by its success in maintaining neutrality during the war. The
principal opposition party, Fine Gael has no effectiveleadership and
it seems unlikely that James Dillon, the principal independent, could
unite opposition- parties and seriously challenge the Government.
However, there hat been considerable discontent with the Govern-
ment's handling of inflation and with certain labor problems, although
a recently concluded Anglo-Irish economic understanding may ease
Irish economic problems and reduce this discontent. Because of the
success of opposition parties in recent byelections, the Government has
announced its intention to call a general election early in 1948.

ITALY

From the liberation of Rome until June 1947, the Italian Govern-
ment was based principally on a coalition of Communists and Chris-
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tian Democrats, the two largest parties. This Government was con-
stantly faced with serious problems of political and economic rehabili-
tation. The protracted negotiations for the Italian peace treaty em,
bittered the Italian people, who rewarded its tsrms as unduly harsh.
Coincident with this growing political unrest, there was a gradual
deterioration in economic conditions. The cost of living rose steadily,
food supplies remained at a low level, and unemployment increased.

In this situation, the Communists capitalized on political unrest to
stress Italy's need for Soviet friendship. They alleged that the West-
ern powers desired to keep the Italian nation weak and dependent, and
had therefore failed to support Italy in the treaty negotiations on
economic issues; they blamed the Government for its failure to solve
Italy's problems and presented a program of moderate social and eco-
nomic reforms as proof to the Italian people that they stood for real
democracy.

Finally, in June 1947, the Christian Democrats withdrew from the
coalition, charging that the Communists themselves had consistently
sabotaged the Government's efforts toward reconstruction. Prime
Minister De Gasperi then formed a new government of Christian
Democrats and independents, excluding the Communists and left-
wing Socialist. This Government has been endeavoring to carry out
a program of financial and other measures, including credit restric-
tions, increased tax collections and a reduction in budget expendi-
tures, designed to strengthen the domestic economy. While it has
met with initial successes in curbing Communist-inspired strikes, low-
ering prices and restoring public confidence, this favorable trend will
be reversed unless emential imports can be maintained.

The present government in the Netherlands is a coalition government
of the tw9 major political parties, the Catholic Party an the Laor
Party. In the elections in 1946 the Catholic Party (moderate right-
wing to liberal) returned 82 members to the Estates General, Labor
elected 29, a scattering of members were elected by the various right-
wing parties, and the Communist Party elected 10. The total member-
ship in the Estates General is 100.

The main political issue in Holland at present in the Government's
handling of the Dutch-Indonesian dispute. On this issue the Govern.
ment has not as yet proved the validity of its announced policy which
is the creation o an autonomous federal state in the Netherlans EA
Indies, to be allied to Holland in a Netherlands-Indonesian Union un-
der the Netherlands' Crown. Failure thus far successfully to imple-
ment this policy has resulted in a decline in the popularity of the
government and in a tendency on its part to rely more heavily on
the support of the Conservative Catholic members as against the La-

side of the Coalition. If the deadlock in the Netherlands Indies
is continued it may result in further cleavage within the Coalition Gov-
ernment and new elections, in which event it is anticipated that con-
servative elements will gain more power.
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It is not anticipated that the Communist Party will make any serious
inroads before the possible new elections (perhaps next spring) unless
economic conditions in the Netherlands deteriorate seriously this win-
ter.

NORWAY

The Norwegian Government, one of the most stable in Europe, is
controlled by the Labor Party (Social Democratic), which has 76
members in the 150-member Storting (Parliament) elected in 1945
following the liberation of Norway. The Conununist Party has 11
members in the Storting. Country-wide municipal elections held in
October 1947 gave the Communist Party about 10 percent of the
vote. It was the only party which received fewer votes than in the
last municipal elections in 1945, indicating a weakening of its posi-
tion, which has never been numerically strong.

Immediately following liberation all the political pArties in Norway
adopted a joint program for economic rehabilitation. This calls for
extensive investment of capital in industry and the rebuilding of the
merchant fleet by 1950. To this end, the proportion of the country's
carefully controlled imports allotted to ships, machinery, and indus-
trial materials, is larger than in prewar periods. The Norwegian Gov-
ernment hopes that ihis use of foreign exchange resources will pro-
duce the maximum return in terms of increased productive and earn-
ing capacity. It has been frank in stating to the Norwegian public
that this program involves some hardships and the foregoing of
present improvements in the living standard.

PoirrIGAL

Portugal is governed by a strong and highly centralized govern-
ment which came into power in 1926. Through widespread govern-
ment control and the solid support of the Army, a quiet and stable
situation is maintained within the country.

Extensive economic controls have assisted the Government in main-
taining relative economic stability and an average level of economic
activity. Portugal's budgetary and financial situation is sound, with
sufficient gold ani foreign exchange holdings to finance improvements
in its economy. The Government has undertaken long-range pro-
grams to improve the transportation system, to develop hydroelectric
power, for industrial modernization ahd expansion and to increase
its merchant marine. In addition, the Government has initiated a
large-scale development program in its colonies, particularly in
Angola and Mozambique.

While there have been some recent inflationary tendencies in Portu-
gal, there is no immediate threat to the stability of the Portuguese
Government from political or economic causes.

SWZDZN

The present Cabinet of the Swedish Government is Social Demo-
cratic. This party has a slight majority in the Swedish Parliament
which it will keep at least until the elections in September 19L8. It
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is fairly generally believed that the Social Democrats will lose some
of their strength in the next elections for a number of reasons grounded
largely in domestic politics, and that a coalition government, possibly
between the Social Democrats and one of the nonsocialist parties, will
then be formed. The Communists obtained about 10 percent of the
votes in the 1944 elections but it is widely believed they may show
less strength in the next elections, barring unforeseen developments.
The other parties show signs of increasingly firm anti-Communism.

As regards economic policy the present Cabinet follows a policy of
hate planni, social welfare measures, nationalization of enterprises

where it can b demonstrated the enterprises affected would be more
economical than under private ownership, state control of foreign
trade (though living actual purchase, sale, and distribution to private
enterprise), and measures to control inflation. Its approach to these
problems is basically "sound" and rarely doctrinaire.

Swrn=Aa D"

The national parliamentary elections recently held in Switzerland
resulted for the most part in a retention of the traditional party line.
up with a combination of parties representing business and agrarian
interests controlling a large majority in both the Federal Assembly
and the Federal Council. The middle of the road Radical Democrats
are now the strongest single political party, followed by the Social
Democrats, an essentially moderate. nonrevolutionary workers' party,
supported by the bulk of the trade unions. Cominunism is not a
=rat problem; the party has only a handful of seats in the Federal

bly, and even in the trade unions it exerts little influence. Switz-
erland is essentially a country of the conservative middle class, proud
of its independence, jealous of its neutrality, and heartily in favor
of free entrprise. There are no apparent internal political or eco.
nomic problems that threaten the stability of the Swiss Government.

TUaMMr

A republican form of government was established in Turkey in
1923 under a constitution embodying most of the progressive prin-
ciples common to the American, British, and French systems These
principles hais- not always been adhered to in practice, but since
World War Ilthere has been-a general tendency toward democrativa-
tion along accepted Western lie within limits imposed by consid-
erations of national security. In 1940 an opposition party of
substantial strength came into being which has violently criticized
some of the government's domestic economic policies, while supporting
the nationafore policy.

The present political reguine, headed by President Ismet Inonu is
fundamentally both stable and secure Subjected since 1945 to an
unremitting war of nerves by the Soviet Union, the Turkish Govern-
ment has steadfastly refused to submit to foreign domination, and in
so doinghas thus fir been successful in opposing certain major Soviet
moves. Russian demands include bases in the Straits, territories in
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EastMrn Anatolia, as well as press and radio clamor for the overthrow
of the "reactionary, fascist" Turkish Government.

Turkey's foreign policy is based on close cooperation with Great
Britain and the United State& A neutral during most of the war
Turkey qualified for charter membership in the United Nations, and
has consistently supported the principles of that organization.

since its physical economy suffered no damage during the war, the
Turkish problem is one of development rather than recovery.

UNITD KINGDo

The Labor Party came into power July 1945 with a parliamentary
majority of 893 seats out of 640, a clear majority of 146 over all other
parties combined.

Although there have been 30 byelections since the Labor govern-
ment was elected to power, it has not lost any seats in the House of
Commons. It has, however, retained these seats by majorities smaller
than it received in 1945. Widely held municipal elections on Novem-
ber 1st, reveal the first clear and unmistakable trend toward the Con-
servatives since 1945.

The Labor Part 's principal support comes from the trade-union
movement although large sections of lower and middle income groups
also support the party. The Labor government recently imposed
additional austerity measures and assumed the power to direct the
employment of both male and female labor, in order to increase pro-
duction of essentials. Although there is within the parliamentary
Labor Party a dissident left-wing element, the party leadership has
maintained unity.

Labor's long-term program is characterized by economic planning
within the framework of parliamentary democracy to achieve full
employment and a prosperous economy with some redistribution of
purchasing power. It includes the nationalization of certain key in-
dustries and services which when completed will include an estimated
20 percent of Bitish industry.

There is no divergence of view between the Government and the
Conservatives on broad issues of foreign policy. The Conservative
Party at its recent conference approved a progm accepting some of
the nationalization measures thus far adopted by the Labor govern-
ment.

Wz max GIMmr

The three western zones comprise 11 German Lander (including
the city states of Hamburg and Bremen). The eastern zone of Ger-
many, which is under Soviet administration, is not presently consid-
ered to be within the program of European cooperation for recovery.Each Land has a democratically elected diet, to which the government
is responsible. Most governments are based on a coalition between
the Social Democratic and the "bourgeois" parties (chiefly the Chris-
tian Democratic Party), except the Bavarian government (entirely
Christian Democratic) and the government of Schleswig-Holstein
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(entirely Social Democratic). The C ommunists are represented in
six of the eleven Land governments.

The principal issue between the parties is whether the reconstruction
of Germany is to follow the capitalist or the socialist pattern. The
Liberal Democratic Pary, representing chiefly business inW ts, and
the Christian Democratic Party, which draws its chief strength fiom
the middle classes, the agricultural population, the former Christian
trade-unions, and the Catholic hierarchy, ore generally for a conserva-
tive social and economic policy, although the latter party has gone on
record for the socialization of ceriain key industries.

The Social Democratic Party continues to be the major working
class party in the western zones, although it attracts a considerable
segment of middle class voters. Ti party is committed to a socialist
policy, but insists that such a policy be executed by democratic means
only. Its commitment to the political forms of western democracy
makes the Social Democratic Party anti-Communist.

Communist popular strength in the western zones as shown in the
general elections is between 7.8 and 10.4 percent. However, the Com-
munists have gained considerable influence on the lower eschelons of
the trade-unions and in the works councils.

Although all parties advocate the reestablishment of a united Ger-
many, they would--with the exception of the Communists-endorse
the formation of a western German state as opposed to unification
under conditions which might facilitate the extension of the eastern
zone political pattern into the western zones.
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VI. OFFICIAL ATTITUDES OF PARTICIPATING COUN-
TRIES, SOVIET UNION AND UNITED NATIONS TOWARD
EUROPEAN RECOVERY PROGRAM,

Secretary Marshall's speech of June 5, 1947, evoked an immediate
response from the governments of many of the European countries.
The majority of officials who made public statements indicated that
they were encouraged by this evidence of the willingness of the United
Sates to consider further assistance to Europe and many welcomed
the opportunity to cooperate with their European neighbors in a
recovery program. The United Kingdom and France took up the
suggestion in concrete fashion by inviting the other nations to confer.
They had previously been unsuccessful in inducing the Soviet Union
to join them in this invitation and the Soviet Union subsequently stated
its belief that the proposal of the Secretary was "altogether unsatis-
factory and incapable of yielding any positive results".

I'here follow some of the more significant expressions of the gov-
ernmental attitudes of the participating countries toward the European
recovery program, together with the views of the Soviet Union and
the UN.

On July 1, 1947, the Austrian Federal Government officially noti-
fied the Department of State of its readiness to cooperate wholeheart-
edly in a program for European economic cooperation to the limit
of its ability. In a public announcement on July 9 of its decision
to participate in the Paris Conference on economic cooperation, the
Austrian Government indicated that it was moved by the favorable
effect on Austria's difficult economic position which it expected from
general European recovery and because of its belief that the project
was not directed against any nation or the sovereignty of any par-
tici atiM country.na radio address on this subject on September24 Fore
Gruber stated that the economic recovery program ,i. based upon the
realization that collaboration and willingness to extend aid constitute
one of the most essential functions of democracy and that America
wishes to give aid and not doles or annuities." Dr. Gruber also said,
"it is not clear why such a new form of international collaboration,
based upon magnanimous American aid, should constitute the forma.
tion of a bloc."

The Belgian Government has been a strong and consistent supporter
of the Marshall proposals ever since the Secretary made his Harvard
address in June. On October 27, Prime Minister Speak stated to an

I This section Is band on information obtained from the apartment of Otate.
4867782-47---4



THE EUROPEAN RECOVERY PROGRAM

officer of the American Embassy in Brussels that failure to make the
Marshall plan effective would be. both an economic and political
catastrophe for Europe.

DnwxAx

The first indication of Denma!rk's official attitude toward the Mar-
shall Plan was given by Prime Minister Kritensen in a speech at a
Danish-American Fourth of July celebration. He said that "hardly
anybody could be in doubt that Denmark will go in for these ides.
The invitation to the Paris Conference was accepted promptly and
without reservation.

FRAon

In a letter to the French Ambassador in Washion . Bidault
said on June 7, "I should like you, without delay, to inform Mr. Mar-
shall that the French Government has noted with the greatest interest
the terms of his speech at Harvard. It agrees with him, in his belief
that any policy Euro reconstruction must based on a pro-
gram of cooperation." The President of the Council and other Cabinet
members have also made public statements in support of a constructive
recovery program based on self-help measures and mutual cooperation.
All of the parties in the Natioml Assembly, with the exertion of the
Communists, who are violently opposed, have expressed their support
for this program General de Gaulle, while virtually without repre-
sentation in the Assembly but having a 40-percent plurality in the
recent municipal elections, has likewise indicated his full support.

GELWI

The official Greek reaction to the Marshall Plan was contained ina communique issued jointly by the Prime Minister and the Foreign
Minister welcoming the proposals as "the most constructive yet ad-
vanced," as "fo dowing global economic and political coopera-
tion," and as "constituting the most realistic means for meeting urgent
European needs."

ICEMAND

While there is not available an official statement concerning the atti-
tude of the Government of Iceland toward Secretary Marshall's
proposals, Iceland was the first of the Scandinavian countries to accept
the invitation to the Paris Conference. The Icelandic Government is
deeply interested in resuming normal trade with Europe and hopes to
achieve this in the working out of the European recovery program.

IMww

The Government of Ireland responded enthusiastically to the pro-
posals for European reconstruction made by the Secretary of State in
his speech at Harvard. It welcomed the opportunity to participate
in the work of rebuilding Europe. "When Prime Minister-Te Valera
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signed the report of CEUC a behalf of Ireland an Septmber 22
he aid:

We should be ey grateful to the America Secrtary of State. waes speech
at Harvard University gave our aatllms this grmt opprtmumdty for reeuing w
ether In mutual help. We ae all plmd that #be uppeetually ba been w
well availed of. May I eaver the hop that the ee t m m ssigaatly
berwmll continue log Into the future.

To seek from anotbr what one could supply by oe's own detrs Is always
unworthy. It Is doubly so when the aulstwe Ls reqmwd frm a IbId who
has proved himself Paneros repeatedly .

I am hapff to alga this report an behalf of Iretad a.

ITALT

Speaking before the Constituent A enibly on June A), Italy's For-
eign Minister, Count Sform, prised the Mrshall Plan and p'--A
Italy's cooperation in its fulfillment. In an earlier preM interviw ,
Sforzahad aid " thepropesl * agreatep
towards peace and prosperity . The United S do not
intend to impe theirplas for European reconstruction; rteW
they exptE Europe should achieve it sotusly, with tir
assistane."

Response in The Netherland, both olcial and in the press, to the
European recovery program and suhiquent cionermw an cOMMe-
tion therewith has been overwhelmingly favorable. Government
cfficials are generally optimistic readgte CEE Reot ide
publicity resulted n Right and Center endorsement, some moderate
Left-Wang criticism and bitter Ccmnunit condenanition.

In a radio broadcast on August 8, Finani Minster ieftinck ex-
premed "admiration" for the recovery program. More rect state-
ments of Mr. ieftinck have center a on the need in the
relativel near future for temporary balane- of pement aid which
the PopL expect tbr h ' the Marshall Plan.

The Minit of Tra ort, addrein the onW ad
the LAbor Party, refer! to ale9 d !politicad co1d"in for Euro-
panreovery prgrm aid. He said conditins involving coppera-
tion, with p surfer of national sovereignty in the ft nr
field, were acceptable, but waned gfinst any endevor to imoe a
A condition for id the bkcking of socialistic trends ralied trough
democratic procem in The Netherlands and elsewhere.

Nonwav

The Norwegian Governnment indicated tirly interest in the Marshall
Plan by request i availale information following the
Harvard speech. Norway promptly acce the Britih-French
invitation to meet in Paris; upin -meouncin this a ce the Nor-
wegian Foreign Minister noted Norway's viw that thoeadmIitra-
tionof the plan should not interfere m the internal affairs of any
country or.with normal trade relatium He expremed the hope that
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all the countries of Europe would participate and that the UN should
be employed so far as possible in the administration of the program.

PoRTUGAL

The Portuguese Government has, from the beginning, supported the
basic principles of the European recovery program. The Government
has stated that it will nit request financial assistance and that it will
cooperate with other European countries to the limit of its ability,
especially in the export of certain commodities and, in appropriate
cases, 'in the extension of credits to participating countries to assist
in the purchase of these commodities.

SwZDaN
The Government of Sweden has stated that- it deems the earliest

possible economic reconstruction of Europe as i vital need of Sweden
and hence is prepared to consider any plan which offers hope of
achieving that objective. It believes that the most desirable approach
to a solution of the problem should be on a Europe-wide basis prefer-
ably through an agency pf the United Nations. It, therefore, looks
upon the adhesion of only a group of European nations to the Euro-
pean recovery program as a defect in the program as it now stands.
Nevertheless, Sw en l participate in -the program if it seems to
offer reasonable pr ospects of achieving the economic reconstruction
of a large part of Europe without necessitating the alienation of
Sweden from nonparticipating countries.

Swrimv N

The official attitude toward the European recovery program as ex-
pressed by the Swiss Government reflects its belief that, while Switzer-
land does not.require aid from the United States, nevertheless a viable
European economy is in the long run essential to the economic well-
being of Switzerland. Consequently, Switzerland accepted the in-
vitation to participate in the Paris discussions but with three
reservations:

"l. That Switzerland would undertake no engagement incompati-
ble with its traditional status of neutrality;

"2. That resolutions affecting the Swis economy would not be-
come binding on the Confederation without its consent; and

"3. That Switzerland reserved the right to maintain her present
trade agreements and negotiate new ones with nations which would
notbetaking partinthe Conference.".

TuRzKY

Turkish political leaders in Ankara stated to the American Am-
bassador that they viewed the Marshall Plan as a "magnificently con-
structive historic tep."

The Turkish Foreign Minister told the American Ambassador that
"We must now face the fact of a divided Europe by the act of Soviet
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Russia. Everything possible must be done to make non-Soviet Europe
a going concern economically, while at the same time leaving the door
ope for Russia and countries under Russian domination to come in

he ever want to."
A rkish Foreign Office official stated to an American Embassy

official that the Premident of Turkey was interested in the recovery
program. He also stated that the Turkish Government realizes per-
haps better than other governments the necessity for the success of
this plan. It would, therefore, be a great triumph for the U. 8.8. B.
if the program were. not supported-by the American people.

UNITED KINODOX

British official reaction to the Secretary's Harvard speech was
prompt and enthusiastic. Mr. Bevin took the initiative and flew with
his economic experts to Paris where he met M. Bidault. After Russian
withdrawal Bevin went ahead and with the French brought the confer-
ence into being by issuing invitations. Throughout the Paris meeting
the British delegation provided initiative and leadership. Mr. Bevin
speaking in the House of Commons June 19 stated "$ * * we regard
Mr. Mai~allls ofter as a great opportunity for Europe It is a chance
that His Majesty's Government will not miss," e stated that the
British "will seize this opportunity and try to turn it to the greatest
possible account." He added" "We shall continue pushing ahead with
all possible energy" and also "When the Marshall proposals were an-
nounced I grabbed them with both hands." Mr. Anhaoy Eden speak-
ing for the opposition in the House of Commons said, "That momen-
tous offer * * has brought new hope to Europe and to the world.
It * indeed, a generous action, and one which deserves to rank with
'the most un-srdid act in history.'"

Wxam GzuxAY

Bwause of the nonexistence of a central government,4 public opinion
in Germany is expressed chiefly by the mijor political parties. Re-
action to the European recovery program is overwhelmingly favorable
in the western zones. The various expressions indicate the hope that
the program will strengthen the economic and political position of
Western Germany byr integrating it into the orbit of the Western
Powers and that it will provide an effective instrument for promoting
economic reconstruction and combatting Communism. Apprehension
has been expressed by the Social Democrats that tho program may be
used for imposing American commercial and political interests
(chiefly prevention of socialization) upon Germany. The Com-
munists denounce the program as a device for subordinating Europe to
American "monopoly capitalism.""

Sovinr UNION
The Soviet Union has not only officially refused to participate in

the European recovery program but, through the SovietForeign Min-
ister, Mr. Molotov, has criticized it as being "altogether unsatisfactory
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and incapable of yielding any psitive results," as an infringement
of the sovereignty of the participating countries and as "dividing:
Europe into two groups of states and creating new difficulties in the,
relations between them." Mr. Molotov also, went further and offi-.
cially cautioned 1"the Governments of 6 reat Britain and of France
against the consequences of such action which would be directed not,
toward the unification of the efforts of the countries of Europe in the
task of their economic rehabilitation after the war but would lead to
op posit results, which have nothing in common with the real interests.

oftePeoples of Europe."
The failure of certain eastern European countries to participate-

in the recovery program was due to the attitude. toward the plan
adopted by the Soviet Government. Czechoslovakia which had actu-
ally accepted the invitation to participate in the K~ris Conference
withdrew its acceptance, with the statement that "Czechoslovakia's
participation would be interpreted as an act Oirected against our
friendship with the Soviet Union." 'The official communique stating
that there was "no possibility" of the Finnish GOvernments participa-
tion in the Paris Conference said that the Marshall Plan "h as devel.
oped into a cause of serious conflict among the great powers," and
attributed Finland's nonparticipation to a desire-"to remain outside-
the political strife of the world." Prior to the Polish Government's
refusal of the invitation the Polish Foreign Minister indicated to the
United States Ambassador his personal conviction that Poland would'
participate and would be present at the Paris Conference.

In addition, the Soviet Union, acting through the All-Union Com-
munist Pary which, according to theSoviet Constitution (art. 126)
is "the leading core of all organizations of the working people, both:
public and state." has initiated active efforts to prevent the Marshall
Plan from becoming a success. The Resolution passed by the repre-'
sentatives of the nine Communist parties (Russian, Polish, Czecho-
slovakian, Yugoslavian, Hungarian, Bulgarian, Rumanian, French,
and Italian) participating in the recent Cominform meeting states
"The Truman-Marshall Plan is only a farce, a European branch of the
general world plan of political expansion being realized by the United
States of America in all parts of the world.". On that occasion Mr.
Zhdanov, one of the leading members of the Politburo, the principal
policy-making body of the All-Union Communist Party, which is,
under Premier Stalin, the final repository of power in the Soviet
Union, made the statement "as for the U. S. S. R, it will make all:
efforts to see to it that this plan is not realized."

UNIr NATIoNS

In the annuAl report of the Secretary General on the work of the'
United NatN'ius Organization the following statement is made:

At present important discussions are still In progress with regard to the eco-
nomic problems of Europe and their relation to assistance from the United 8tates;
of America. It will be possible to evaipte these problems fully only when the'
discussions have been concluded.

'See "Internatioa Orudsutime and the Recoverq Prosram" In 9W 11, No. 11..
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There is no record of any other public statements by the Secretary
General or other officials of the United Nations, but the following sub-
stantive statements were made in the Economic Connission for
'Europe, which has had one session of the full Commission since Mr.
Marshall made his speech at Harvard. At that session, which began
July 5, the British delegate informed the Commission that the Execu-
tive Secretary of the Economic Commission for Europe had been sent
a copy of the joint United Kingdom-French invitation in order to
maintain contact with both the Economic Commission for Europe and
with the United Nations in New York. The head of the French dele-
ation further expressed the hope that the European countries who

d thus far been reluctant to participate in the Paris meetings would
still do so.

Mr. Zorin, head of the Russian delegation, then read a lengthy state-
ment in which he stated the UTnited Kingdom and France. with the aid
of the United States, and behind the back of the Soviet Union, had
agreed on a general economic program for Europe; that they intended
to set up a super-economic organization outside the United Nations
framework which would be dominated by the United Kingdom and
France, and which would be used primarily to overcome their own
economic difficulties.

Mrs. Koch, the principal Swedish delegate, also made a formal state-
ment specifically relating to the Marshall plan. She regretted that
closer economic cooperation among all European countries had not
resulted from Mr. Marshall's speech. She emphasized that there
should be no conflict of functions between the work in Paris and the
Economic Commission for Europe, and that she felt the Economic
Commission for Europe should be organized quickly and efficiently so
that in the future it would be in a position to handle any calls placed
upon it.

During the Paris Conference, and in the report from the Conference
(par. 110, vol. I), the countries members of the Economic Commission
for Europe also expressed their desire to use that organization, where
possible, in furthering the objectives of the European recovery plan.
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VIL EUROPE'S NEEDS AS ESTIMATED BY THE COM-
MITTEE OF EUROPEAN ECONOMIC COOPERATION .

The report of the Committee of European Economic Cooperation
estimates that the total value of goods required from foreign sources
by the participating countries.and western Germany during the pe-
riod 1948-51 will amount to approximately 57 billion dollars, distrib-
uted fairly evenly over the 1948-51 period. In addition, requirements
of dollar shipping are estimated at 1.7 billion dollars. These estimate&
were predicated on the following main assumptions: (1) That foreign
exchange to pay for essential imports would be available; (2) that con-
sumption standards would not exceed those which the respective coun-
tries expect to be able to maintain after 1951; (8) that import re-
quirements would be consistent with the aim of reducing the dollar
deficit of the countries by 1951 to that manageable thereatr without
special external assistance; and (4) that prouction and consumption
would be at levels consistent with "high and stable employment."
For some commodities expected to be in short supply relative to im-
port needs, such as cereals, meat,, and timber, the data used were the
estimated available supplies rather than the import requirements.
The statistics over the entire period were converted to value on the
basis of prices ruling on July 1,1947 "in the most likely outside source
of supply."

Because of the loss of supplies from customary prewar sources, the
16 European countries expect to depend heavily on the United States
and other American countries for imports of needed commodities.
During the period 1948-51 it is estimated that 61 percent of total
commodity requirements will come from the Western Hemisphere (85
percent from the United States and 26 percent from other American
countries), compared with about 45 percent in prewar years. As-
suming a gradual resumption of imports of goods from customary
prewar sources such as eastern Europe and southeast Asia, however,
the share of total imports from the United States is estimated to
decrease from 4 percent in 1948 to 80 percent in 1951; on the other
hand, the share of imports from non-American countries is estimated
to increase from 84 percent in 1948 to 43 percent in 1951. Import

4Se9 In pert No. detailed uru ,ary o CEC report, and summa of RIrrimn
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requirements of the participating countries and western Germany, in
millions of United States dollars, are estimated to be as follows:

196g 190 190 961 Total

Otler Amrim aoautie.u ..................... .&.3 30 H. &. 14.3I
lot Owormd ........................................ 47 .4 6.2 2.2

-To l .......................................... 13.0 i6 its 144 87.4
Dor, ippig ................................... .. .6 .4 .4J .3 LT

In term of value, requirements of the participating countries and
western Germahy for foreign goods are expected to consist primarily
of food, fuel, and fertilizer, which together are estimated to amount
to 78 percent of total imports during the 4 yars 1948-51. Imports
from the United States are anticipated to be chiefly food and fertilizer
(28 percent of total imports from the United States); fuel (14 per-
cent); other raw materials (27 percent); and various types of equip-
ment (25 percent). Import requirements from other countries in the
Western Hemisphere are expected to consist principally of food and
fertilizer (59 percent) and other raw materials (36 percent).

Fooo, F AxD Fuwnnuus
The need for large imports of food to maintain standards of con-

sumption in the participating countries during the period agricul.
tural production is being restored is emphasizid by the committee-
because of the increase In population, however, the consumption of
food per capita by 1950-5f is expected to be still somewhat below
prewar levels. Substantial import of feedstufrs and fertilizers are
also considered necessary to acieve the projected levels of aicul-
tural production. Total import requirements of these goods for the
four crop years 1947-48 to 1950-51 are estimated at 31.8 billion dollars;
of this amount, imports of food and feedstuffs are estimated at 31.3
billion dollars and fertilizers at 450 million dollars. Sources of these
imports are considered to be as follows: dependent overseas territories,
6.2 billion dollars; United States, 7 billion dollars; other Western
Hemisphere countries, 8.8 billion dollars; and rest of the world, 10.1
billion dollars.

CoAL AND OTto SOLIFVuj

During the period of the recovery program, requirements for solid
fuel are expected to increase from 585 million tons in 1948 to 629
million tons (65 million tons, or 12 percent, above the 1988 level) in
1951. These requirements exceed anticipated production by a total
of 187 million tons. To supply this deficit, import requirements from
the United States are estimated at 86 million metric tons, valued at
774 million dollars; and requirements from Poland and other countries
at 101 million tons, valued at 1,515 million dollars. After 1951, it is
expected that imports from the United States, which are uneconomic
because of the long haul, will not be required.
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PMrOLBUM PODUO=

Total requirements for petroleum products in the 16 European
nations and western Germany, includingnecessary imports, are ex-
pected to increase materially during the period 1948-61. Import re-
,quirement of crude oil in these ears are estimated at 87 million
metric tons, valued at 1.2 billion dollars; of this, 46 million tons, valued
at 580 million dollars, is expected to be needed from sources requiring
payment in dollars. Imports of refined products are estimated at
1 5 million tons, valued at 8.5 billion dollars; of this 62 million
tons, valued at 1.9 billion dollars, is expected to be needed from dollar
Sources.

IoN AND &r=

To achieve the planned production of crude steel, to utilize fully
steel finishing capacity, and to supply certain requirements of finished
product the participating countries estimate their import needs of
iron and steel products during the 4 years 1948-61 as fllow.q: Steel-

.making materials (excluding coke), 446 million dollars; crude and
semifinished steel, 662 million dollars; and finished steel, 33M million
dollars. Total import requirements of these products are valued at
1,488 million dollars; of this amount, 1,165 million dollars, or 81
percent, is expected to be available from the United States.

Txax
The available supply of timber during 1948-51 is not expected to

be sufficient to furnish all the important requirements of the partici-
pating countries for softwood, or for pitprops, pulpwood, and poles.
Quantities expected to be available, including import requirements
of hardwood are estimated to cost 2.4 billion dollars during the
#-year perid 1948-1. Of imports of timber, about 15 percent is
expected to be available from the United States, 26 percent from
other American countries, and 59 percent from other nonparticipating
countries.

*To achieve the planned production program, the participating
countries and western Germany anticipate the need for importing
various types of machinery and equipment. Total import needs of
,equipment for the period 194851 are estimated at 5.2 billion dollars
virtually all of which is expected to be required from the United
States. Of the total amount, 500 million dollars represents electrical
equipment; 55 million dollars, petroleum equipment; 400 million
dollars, steel plant equipment; 1,188 million dollars, agricultural
machinery; 220 million dollars, mining machinery; 490 million dol.
lars1 inland transportation equipment; 57 million dollars, timber
&qupment; and 1,800 million dollars, miscellaneous equipment.
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M Tu TNO
To assist in the replacement of wartime losses of merchant tonnage

as well as in the expansion of their maritime transport capacity, the
participating countries propose to purchase from the United States 3
million dead-weight tons of shipping at an estimated cost of 300
million dollars, in addition to 50 million dollars already purchased.
During 1948-51, however, the total carrying capacity of the partici-
pating countries will be insufficient to meet their requirements and
those of western Germany. To make up the deficit, the use of sub-
stantial; but decreasing, amounts of dollar tonnage for dry cargo
shipping are considered necessary. These requirements are esti-
mated to decrease from 500 million dollars in 1948 to 180 million
dollars in 1951; total costs are expected to be 1,20 million dollars.
On the other hand, requirements for dollar tonnage of tankers are
expected to increase, as imports of petroleum increase, from 70 mil-
lion dollars in 1948 to 180 million dollars in 1951; total costs of
tankers are estimated to be 485 million dollars.



VIII. FOREIGN AID AND THE UNITED STATES DOMESTIC
ECONOMYu

Although in comparison with the arate resources and real in-
come of the United States the estimate2 illion dollar deficit of the
16 cooperating European countries for the next 4 years is relativel
small, the furnishing of the scarce commodities which are most needed
and any method of financing which imposes a greater burden on the
budget of the United States will put a heavy burden. on the total
economy of the United States

PODUCTIVB CAPWX T
The United States emerged from the war with * productive capacity

far in excess of anything previously attained. Since VJ-day our in-
come, measured in physical as well as in monetary terms, is vastly in
excess of what it was prior to the war. The gros national product of
the United States in the first half of 1947 reached the stag ing total
of 29 billion dollars (annual rate) and, even though the export sur-
plus in the same period was at the high anual rate of almost 19 billion
dollr the proportion of the product that remained available for
domestic civilian use reached 90 percent, the highest since 1939. Dur-
ing the war the proportion had reached a low point of 59 percent.

PxZMN'AL IirOOx
That the tremendous increase in the national product is not merely

a phenomenon of rising prices is indicated by the fact that dislmsable
personal incomes, on a per capital basis and expressed in terms of 1944
dollars, are now only slightly lower than in 194 but consicerably
large than in 1989. The following figures show that disposable ?er-
sonal incomes in 1947 compare favorably with those of recent lpreuious
years.

DspoaM pvaoemu inome on a pet capital bauu'

CW1484 419MW'
d-UW do~Uv
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SEASONALLY ADJUSTED ANNUAL RATES

FIu ter r1047..........&.........................................I 1 I
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From Report of the irdent to tbe Couni of goonowle Advls (te Noomreport), October 19d7.

See also part 2, Noe. 5, 6, 7, and 9.
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Measured in terms of physical units, Americans are consuming, per
person, 25 percent more of the leading foodstuffs than they did before
the war.'Notwithstanding such aggrgate abundance, the complaint of rising
prices and high living costs is heard everywhere. Pet-up demands
are so great, and money is so plentiful, thit we ae already enmeshed
in the familiar wage-price-cost inflationary spiral.

Exvont

A sometimes convenient, but altogether inadequate, explanation of
our inflationary difficulties is our rapidly increasing export surplus.
Before the war, from 1936 to 1938, exports were rumming at the rate
of about 4 billion dollars a year. Imports during the same period
averaged about 3.6 billion dollars leaving a net export surplus of
approximately one-half billion dollar By 1946 due to enormous
pent-up demands throughout the world and to the continuance of
United States foreign. aid, exports had risen to around 15 billion
dollars and Imports to around 7 billion dollars, leaving a net export
surplus of around 8 billion dollars. In 1947 exports are at the rate
of approximately 19 billion dollars and imports around 8 billion dol-
lars, which represents an excess of exports over imports of over 11
billion dollars.

The big increase in United States exports has been not to Europe
but to North and South America, Asia, and Oceania. In fact, it has
been all that the European countries could do to pay us for apart
of the food p.nd raw materials that they have required'from us. Only-
86 percent of our exports in the third quarter of 1947 went to Europe,
in contrast to 41 percept in the coareponding period in 1946, and to
52 percent in the third quarter of 1945. And, if it were not for the
aid that we have been granting them these figre would be still lower,
for thus far in 1947 Euw)pe has been able to pay in the form of exports
of goods to us for only about 15 percent of its merchandise imports
in contrast to 57 percent in the 1936-38 period.

Europe's inability to export has in turn contributed to the large
increase in our exports to non-European areas Latin American and
other non-European countries, finding it impossible to secure manu.
factured goods from their accustomed European markets, have turned
to the Uiited States. In consequence, United States exports--prin-
cipally of manufactured goods--to these areas increased from 432
mlion dollars jer quarter in the 1936-88 period to 2.2 billion dollars
in the third quarter of 1947.

To deny that exports of those few tye of goods that are in seri-
ous short supply has added to the price- lifting pressures on such goods
would be to dodge an anno ing fact. But, to attribute to exports the
sole, or even the principal, blame for rising prices would be to err
much more seriously in the opposite direction. With an increase in
gross national product from 90 billion dollars before the war to 213
billion dollars in 1945, and to 224 billion dollars in 1947 it is difficult

I Ibid., p. 20.
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to see how the sole cause could be an increase in the excess of exports
over imports from one-half billion before the war to 6 billion dollars
in 1945, and to 10 billion dollars in 1947.

The basic inflationary pressures are far too insidious and all-pervad;
hi to be explained away so easily. As pointed out in the report of
the Council of Economic Advisers, rising prices must be explained
in terms of large individual incomes, huge pent-up demands -tirough-
out the war period, ample financia! reserves in the hands of both indi-
viduals and institutions, and numerous production bottlenecks and
commodity shortages.

Since recent exports have been financed so largely by existing and
expiring foreign aid programs it is practically inevitable that m the
absence of a new foreign aid program our export surplus will decline
to 4 or 5 billion dollars. Taking the requirement figures of the Paris
Conference Report as their point of departure the Council of Eonomia
Advisers concludes that "the export surpLA resulting from any
future foreign aid program will at no time equal, and for most of the
time will be substantially less, than levels which have been reached
during the current year." In point of fact, then, so far as exports
are concerned, the question of a new foreign aid program revolves
around the question of the desirability or undesirability of continuing
exprts at roughly their present rate.

Optimistic though the picture is, so far as the basic we. .a of the
Nation is concerned, there is grave danger in failing to look beyond
the relationship of aggregates and into some of the details.

Although the export surplus, both recent and likely under a new
foreign aid program, is small in relation to the real income and the
basic resources of the country, the impact of exports happens to be
greatest in those very fields in which commodity shortages both here
and broad a'e the most serious' namely, food (principally grains),
coal, fertilizer, and iron and steel.

CoMMODISIs IN IuMITED SUPPLY

It is precisely because food and coal constitute an important share
of the consumer's budget, and because the "cost of living" and the
price of coal and steel constitute such an important part of the cost
of all manufacturing, that price rises in these commodities are danger-
ously inflationary. -When consumers find their living costs mounting
higher and higher, and manufacturers similarly are confronted with
rising costs of production, the pressure for higher wages and higher
selling prices breaks beyond the resistance point. Unless the familiar
ware-price-cost spiral is halted the consequences are likely to be
serious.

It is essential, therefore, in reaching decisions as to the amount of
foreign aid to be authorized and the manner in which it is to be made
available, to be aware of the inflationary dangers that we shall face
if we allow the demands for good in tight supply to have unrestrained
impact on the limited supplies of those goods. This impact is out of
all proportion in its inflationary effects to the dollar volume involved.

'October 147 report p. 114.
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Fooo

Current foreign food demands on the United States are abnormal
Wheat the cheapest effective source of the calories needed to meet
basic foreign requirements, was exported in 1939 at the rate of 93
million bushels as compared with about 393 million bushels in the
12.month period ending July 1, 1947, and an estimated 400 to O
million bushels in the current year.

For the immediate future, the food situation is very serious. The
huge 1947 wheat harvest has been more than counterbalanced by a
short corn crop which raises the probability that without some kind
of joint action wheat will be fed to animals in even greater quantities
than at present since the demand for meat and dairy product is bound
to remain hea. On top of this domestic demand is the world short-
age caused by lack of fertilizer and bad-weather conditions resulting
in the poorestharvest in decades in the important western Europe aea.

There seems to be little question but that domestic and forein de-
mands together will result in still further increases in the prices of
foodstuffs, prices that are already considered to be inflated. Expan-
sion of pro-duction is quite remote; indeed, considerable concern is
expressed that current production cannot be maintained since weather
conditions have been better than normal during the past several years

Of the 62 million tons of rolled-steel products produced (annual
rate) during the first half of 1947, slightly more than 10 percent was
exported, of which something more than a quarter went to Europe.
Domestic demand for steel is strong and is not being satisfied. It is
certain that this superimposition of foreign upon domestic demand
has had price repercussions. Since, however, seel prices are deter-
mined mainly by conscious decisions of business policy it is not possible
even to approximate the effect. Both the Krug and the Nourse reports
emphasize that steel shortages are due, in part, to the failure of the
industry to expand at an aggressive rate and indicate the belief that
steel capacity is not ufficient to handle even the domestic requirements
of the United States ,onomy at full employment. Current shortages
of scrap and pig iron are ftirther complicating factors. Even if this
judgment on the complex factors as to steel expansion and demand is
reasonable, the temporary expansion of steel capacity in the United
Stat to meet an emergency demand in Europe is of questionable
merit if European sources, such as Germany, can be brought into Play
to the same end. This would be particularly true if, as the MEO
figures seem to show, afgreat part of the added steel requirements from
the United States are for reexport.

Maximum demands of the participating Eurupean countries for
steel are estimated at about 4 percent of current Uited States produc-
tion which compares with about 2.8 percent in recent years. Major
portion of steel exports is now going to other than European countries
which would normally buy in other markets.

The present demand-supply situation with regard to steel is dan-
gerous. Increases in prices of steel products are felt throughout the
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economy and consquently can easily generate rises in the pries of
many other products.

The Council of Economic Advisers,' pointing to food and steel us
the really tight areas, observes that "whether domestic situation
worsens conmderably or progress satisfactorily depends upn the uns
of vigorous, affirmative measures to asure distribution to the mont
urgent uses and to prevent .spirling of prices.3

CoAx, Ptmzuv, Fuman, AN INDqWU L FQVMMWxrr
As a result of war damage shortages of transportation and other

equipment, and labor difficulties, Europe's production of coal has been
critically short. In 1946,18 million tas were shipped to Europe from
this country and it is estimated that ST million tons will be shipped in
194T. Since domestic production is ru at the rae of 660 "ii
tons this means that only about 7 percent isbeing exported& eu-
demand will be as great or greater in 1948, after which tim it should
taper off.

The coal problem in the United States is ementqialy a transeortain
problem rather than one of mining cepait. sl avilabilities of
about 600 million tons for the domestic mrlet are considered fairy
satisfactory although shortages of certain types of coal at difermA
times will almost surely result unlonsome pro of allocation and
delivery is devised. The inflationary prere of the foreisj demand
for coal is not apt to he nearly so dangerous as in th canof steel and
food.

Though the shortages of petroleum products do not assume the sam
importance in dollar volume, their immediate impact on an extremely
tight position for petroleum supplies in the United Statee and par-
ticularly for distillates may be very senou This is also in part a
transportation problem, for the moment, but it is on the longer-run m-
quirements submitted by the CEEC more a problem of the rate of de-
velopment of petroleum supplies and of refi.nig capacity. The world
supply picture does not present any reasonable prospet of meeting g the
European requirements as stated up to 1951 unie."oil country" goods
and steel and reining equipment can be made available in much greater
amo, nt from Europe and espeily from Germay.

Nnuw FaumvA

Although world prodution of nio fertiliae, is above prewar
levels, demand has leased so y that there are srios dei-
ciencies in Eur and elsewhere, Ptoduction in the United Stat
has about tripled but onsmption has increased A about the same
rate. United States production in 1946 was 900 o0 tons while dome-
tic demand was eimated at about 1 000,00 tor elatively little
nitrogen is now eing export thr;Z d estie c l Two him-
dred and twenty-five thousand tons were poduced in Governm,-b or4
nance pla-ts and willgo through Army ,annels to cupied ,aw
European requirements for the next 9 yfts ar ne rabJy lar

1Octobek 14T ree. p. 1T.
51Tg5--4?---4
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than our current exports. Thereafter, European producers are ex
pe'ted to supply the major portion of their requirements.

Exports or nitrogen are, of course much more economical than the
exportation of food. In addition, the sacrifice involved in expanded
exports of nitrogen is much les and the inflationary pressures small
compared with the expansion of food exports. Such expansion could
be met in part lya fuller conversion of wartime nitrogen facilities
yet it appears that without some curtailment of domestic use and
allocation for export there ans little hope because of the enormous
domestic demand, that we will export in a volume sufficient to alleviate
the nitrogen shortage in Europe.

EQ 30m r
Of vital concern to the European economy are industrial equipment

requirements most important among which are gondola cars, miningand electrical equipment, and certain types of agricultural machinery.
Production of these items is closely te up with the supply of stee.
Furthennore, domestic demands for these products are intense. The
difference in degree of inflationary pressure on the supplies of food
itd steel on the one hand, and on supplies of industrial pment on

.tw.other, however is to be found in the fact that industrial equipment
itself very nearly an end product. Hence price increases are not

kiecearily felt throughout the whole economy.

IXPAcr ON EXHAusTIoN oF NA'UJLL ItiFAoRrCs

y Though the volume of foreign aid in itself does not seriously drain
tiqeeonoic resources of the United States, it is nevertheless in a few
major items a matter of some importance.
•The expansion of acreage for wheat cultivation beyond the normal

aieds for the United States or its ordinary export markets, if long
pmitinued, would constitute a serious drain on our soil resources. The
tension of wheat cultivation into the dust bowl area has certainly

.bee encouraged by the extreme ueed for cereal products. It is there-
fore of critical importance to get back larger areas of food production
outside the United States, both to meet the world deficit and to take the
abnormal burden off our own land resources.

The exhaustion of our iron-ore resources in the United States is not
involved in the export of a few extra million tons of steel annually,
but.the pressure on the Lake Superior grade iron ore which moves
across the Great Lakes may bring this deposit to lower yields in teo
of iron ore content before effective measures can be taken to cushion
the change. The whole location of the steel industry is involved i*
the matter of accessible transportation unless the timing of foreign
high-grade iron ore imports and the improvement of domestic re
.urce can be made to coincide with the exhaustion of the high-grade
dme from the Mesabi range.
. If the European requirements for petroleum and petroleum products
wee to be met, the United States resources would have to be heavily
tapped. It has been indicated that they cannot be met without, devel-
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opment of foreign oil sources at a more rapid rate than is presentlypro'acted.

'The export of our best grades of coking coal does not reduce the
60-odd years of estimated supply by a serious amount, but it is an un-
necessary export in view of the possibility of more rapid and adequate
production of both German and British coal and the availability of
Polish coal.

Exports of certain exhaustible nonferrous metals, such as lead and
copper, from the United States, would also be negligible if foreign
source are properly tapped.

Tnz SVrnP oF MoNEY AND CREDIT

Current inflationary levels could not have been reached, nor could
they rise much further, were the supply of money and credit not so
large and not so elastic.

The present monetary situation has arisen primarily out of: (1)
Wartime deficit financing which resulted in the purchase by commer-
cial and Federal Reserve banks of some 90 billion dollars of Govern-
ment securities (almost one-fourth the total war expenditure); (2)
Federal Reserve open market policy of protecting the Government
securities market by offering tobuy at par, all Government securities
with the result that the government securities held by banks (currently
four times their 1940 holdings) can be easily converted into cash fo"
reserve requirements; (3) the stead influx of gold, stemming from
our export surpluses and which in 12 months ending September 30
1947, amounted to 2.7 billion dollars allowing a credit expansion Uf
several times that amount; (4) a large increase in currency and (5)
a widespread, vigorous, and effective demand by businesses and real-
estate owners created by the favorable prospects for profits; by con-
sumers, for durable goods, and by State and local governments for
public projects. Bank loans increased by 7 billion dollars in the 12-
month period ending September 1947, and at the end of that period at
the rate of 10 billion dollars; the largest expansion in so briefa period
in the history of American banking.

Much of this expansion, occurnng after demands for credit for
conversion purposes had been satisfied, has served to bid up the prices
of labor and materials rather than to add to physical production.

Of the contributing elements to the enormous domestic money supply
perhaps the most significant at the present time is the heavy infuz
of gold into the Federal Reserve System. So great was this movement
in 1947 that commercial banks were able to expand bank loans at a
record rate without having to sell any substantial amount of their
holdings of governmentt securities.

Of even greater potential importance, perhaps, so far as inflationary
dangers are concerned, are the almost limitless expansion possibilities.
inherent in the extremely large commercial bank holdings of both
short-term and long-term Government securities which, considered in
conjunction with Federal Reserve open market activities, are the
equivalent of cash for reserve purposes.
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There is serious question as to whether existing monetary and
credit powers of the Federal Reserve System are adequate to hllt the

.present credit expansion or to prevent a run-away inflation if such
were to develop.

The President's Council of Economic Advisers, after having stressed
the inflationary dangers in the present situation, concludes on the
following optimistic note:

"The relative shortages of specific commodities require export con-.trols, allocations for domestic use, discouragement of misuse or exces-
sive use, efficient transportation and distribution, and the curbing of
speculation and hoarding of goods.

"The general inflationary threat resulting from the combined
impact or foreign and dom"c demand requires the continuance of
tax revenues at present levels maximuun economy in Government
expeditures, stimulation of saving, and the enlargement and aggres-
sive use of measures to control dangerous expansion of credit.

"tThe proposal for new foreign aid reqrwthtefae ih
greater wisdom and courage than ever e fo h dangers to our
whole economy that are now revealing themselves i~r the form of rela-
tive shortages and inflationary pressures at strategic. spots in the
economy. The foreign-aid program compels us to face certain
domestic problems squarely, but remedial and preventive measures
available to us are adequate if we have the courage to use them."
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IX. CONTROL POWERS NOW IN EFFECT IN THE
UNITED STATES'

Any program for the recovery of Europe will be affected by the con-
trols which still exist in the economy of the United States. While it
was the clearly expressed will of the Congress that the executive
branch of the Government should use its control powers sparingly and
while the Eightieth Congress eliminated a numbei of the wartime regu.
lations, several wartime controls still remain over exports, imports,
domestic production, distribution, prices, transportation, and shipping.

FoaNz TADB

Controls are being exercised at the present time over 20 percent of
our exports in order to. (1) Limit the quantity of certain types of
commodities leaving the country; (2) direct the flow of American
goods to certain countries and (3) distribute American export business
among those foreign agencies which supply the United States with
certain goods and purchase other goods from this country. Some
influence over the export business is also felt from the actions of the
Government itself when it procures goods for export and thus affects
the over-all exports by commodities.

Controls over imports consist chiefly of quota regulations of cotton,
wheat, tin, tin products, antimony, cinchona bark, quinine and quini-
dine purchased by Governmemt agencies, fats, oils, rice, rice prnducta
nitrogenous fertilizers, rubber, and rubber products. While there is
statutory power for determining quotas on sugar, it is not being exer-
cised. Concurrent with these regulations of imports there are some
controls over the distribution of the imported supplies.

ALOCATzoN or DoMETzo Pawerxox

Controls over domestic distribution are of interest because a partic-
ular export commitment may result in domestic shortages Control
of the conservation type exists for rubber, antimony, tin, and tin
products.

RALAD TaMorAToN AND SHIPPING

Priority and allocation powers continuewith respect to rail carriers.
These are exercised sparingly by the Office of Defense Transpoitation.

Such control over ocean shipping as is now being exercised is effected
through Government ownership of bottoms. Approximately 1,700
United States-owned vessels are now being operated under charter
or on a cost-plus basis. In addition, 300 tankers are being operated
on an agency basis. Without the sale of ships presently owned by

Bee fuller report In pt. 2, No. 18.
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the United States Government to either United States or European
shipping lines, or the extension of authority for the operation of United
States ships under charter agreements, a.serious shortage will result.
The pertinent controls expire March 1, 1948.

Existing legislation requires that exports fostered by loans extended
by any United States agency shall be carried exclusively in United
States bottoms provided they are available at reasonable rates.

MISGELLANEOUS CONTROLS

Control powers still in effect relate to limitations of agricultural
production, increases of agricultural production through the price
support programs, agricultural prices; export subsidies in case of
domestic surpluses, trading on commodity exchanges, and the requisi-
tioning of ships for the defense of the United States or during an
emergency.



X. NEED FOR INTERIM AID AND ITS RELATIONSHIP TO
RECOVERY PROGRAM 1

The deterioration which has been occurring in the position of Euro.
pean countries regarding the means available to them to procure essen.
tial imports has reached an acute stage in the case of France, Italy and
Austria. The evidence indicates that these countries have practically
exhausted all of their available means for paying for the essential im-
ports which they need to feed and clothe their people and to prevent
an immediate and drastic reduction in agricultural and industrial
activities with consequent unemployment and internal instability..

The financial position of these countries has been affected by the
following factors:
.(a) Severe losses in agricultural products, particularly grain, due
to last winter's freeze and the past summer's drought. These losses
can be made up only by imports of grain from abroad for exceeding
normal import requirements;

(b) The general retardation of European production resulting from
shortages of food, coal, consumers goods, and industrial supplies.
This has seriously limited exports to the dollar area and thereby re,
stricted the availability of dollars for these countries;

(0) The higher costs of essential imports caused by rise in prices,
particularly in the United States; and

(d) The effects of the unexpected inconvertibility of sterling.
France and Italy had counted upon conversion of sterling holdings
into dollars for imports of essential commodities.

The current assets of Austria are negligible and her essential imports
at the present time are being suppliedprincipally through the United
States Foreign Relief Program. Funds available for Austria under
this program are sufficient to last only until early in the first quarter
of 1948.

France and Italy have acted forthrightly in scaling down the level
of dollar expenditures by taking all feasible measures to eliminate
supplies which are not. absolutely essential. In June 1947, Italy
stopped making governmental purchases of all commodities except
cereals, coal, and-petroleum products. France took action late In
August in stopping the placement of all new dollar contracts, except
those for cereal cW, and petroleum products. Indications are that
before the end ok DecemberFrance will have no funds even to buy food
and fuel. In the case of Italy funds will be needed early in December
to procure food, fuel, and other essential supplies for shipment in
January.

Thus the program of aid to Europe se two aspects: (1) The
long rage recover program and (2) interim aid, whose purpose is to
tide over Austria, I ance, d Italy during the coming winter months.

'This section bas been prepared by the Department of State.
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The first program being placed before the Congress is for interim aid
to the extent necessary to provide food, clothing, and other essential
supplies needed by the people of these countries and to prevent serious
economic retrogression in those countries. The proposal includes the
necessary financial requirements through March 31, 1948. The pro-
gram is not a recovery program but is intended to assist in maintaining
conditions which are essential if any recovery program which might
subsequently be approved is to succeed.

When President Truman, on October 23 summoned the Congress
into special session on November 17, he made this distinction clear-in
the following words:

However, a period of crisis is now at hand. The perils of hunger and cold in
Europe make this winter a decisive time in history. All the progress of recon-
struction and all the promise of future plans are endangered. If European nations
are to continue their recovery, they must get through this winter without being
crippled by economic paralysis and resulting chaos.

In advance of our decision on the long-range European recovery plan, we
must help some nations through this Immediate crisis. The most imminent dan-
ger exists in France and In Italy. If the economies of these countries collapse
and the people succumb to totalitarian, pressures, there wil be no opportunity
for them or for us to look forward to their recovery so essential to world
peace.



PART TWO: DOCUMENTS FOR REFERENCE
1. PRESIDENT TRUMAN'S RADIO ADDRESS ON REASONS

FOR CALLING SPECIAL SESSION OF CONGRESS, OCTO-
BER 24,1947

I have called the Congress to meet on November 17th to consider
the problems of high prices at home and emergency aid abroad.
'hese are questions of vital importance to all of us. I want to talk

to you frankly tonight about both of these problems.
Since VJ-day, we have moved steadfastly toward two goals. We

have sought peace and prosperity-prosperity for all our people, peace
for all the world.

As we measure our progress toward these goals and chart the course
ahead, we find that recent events have raised new and dangerous
obstacles in our path. Our domestic prosperity is endangered by
hunger and cold in other lands.

These obstacles must be overcome by prompt and courageous action.
Legislation by the Congress is essential. The need is too pressing-
the results of delay too rave--for congressional action to wait until
the next regular session in January.

Let me speak first about our domestic prosperity. In many ways
we are now more prosperous than we have ever been. More workers
have jobs-and at'better wages-than at any time in the past. Farm-
ers are receiving a greater share of our national income than they have
in many years. Manufacturers and retailers are enjoying record busi-
ness and record earnings. We are producing more gds for civilian
use than ever before inhistory.

But these sins of prosperity do not tell the whole story. Although
production s igh, prices are shooting up. Although nearly everyone
is employed, many people cannot afford essential items. Although
national income has reached a new high, the buying power of many
people is shrinking.

A few figures--and they are startling figures-show how the cost ofliv'mg is omK u.Si c te midLdeof 1946, this is what has happened: Clothing prices

have gone up 18 percent; household furnishings have gone up 18 per-
cent; food has gone up 40 percent. The average for all items is up
28 percent.

d the cost of living is still climbing. In the last 8 months it has
climbed at a rate of over 16 percent a year.

Wholesale prices are also increasing. Since the middle of 1946,
textiles have gone up 30 percent; metals, up 35 percent, and building
materials, up 41 percent. These increases in wholesale prices affect
every industry and trade and they will eventually be reflected in retail
prices.
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IrcoxE-CosT GAP INCUASES

For some of our people the increased cost of living has been offset
by increased incomes. -But for most of our people, increases in income
are falling behind increases in the cost of living.

Millions of families of low or moderate income are already victims of
inflation. These families are using up savings. They-are mortgagingtheir future by going into debt. They are doing without things they
should have.

I know the worries of the breadwinner whose earnings cannot keep
up with the high cost of living. I know of the difficulties of the house-
wife who tries to stretch the family income to pay for groceries and
clothes and rent, I know how hard it is to skimp, and save, and do
without.

When so many people are not sharing fairly in prosperity, the road
is being paved for a recession or a depression.

None of us can afford to overlook this danger. Farmers will remem-
ber how they suffered after 1920 because price inflation was followed by
a collapse. Businessmen and bankers will recall how they suffered
after 1929 because wild speculation was followed by the depression.
Even those who are prosperous today are prospective victims of infla-
tion tomorrow.

Inflation must be stopped before it is too late.
It is within our power to stop it. Our economy is basically sound.

It has been immensely strengthened in recent years. The average
buying power of our people today is 40 perceilt higher than it was n
1929. But we are losing some of this gain as rising prices pull away
from incomes. We can prevent further loss, and can even go on to
new gains, if we use our economic strength wisely.

DEmAND GREAT

The major cause of high prices in this country is the great demand
among our own people for available goods. An attempt has been
made to place theblame upon our foreign-aid program, but this in not
borne out by the facts. During the war, we learned that we could
improve our standard of living with less than 60 percent of our output
available for civilian use. At present, even with current exports to all
countries, a far greater percent of our production is available for
civilian use. -With sound policies, we can protect our own standard of
living and carry on a subs tial foreign-aid program at the same
time.

We now have-end will continue to have-enough food and clothing
and other goods in the United States to meet our needs. But ex-
cessively hig prices mean that these goods are not being distributed
wisely and air y. High prices ration the essentials of life by squeez-
ing out the less fortunate of our citizens. We can meet this problem
only by bringing prices into line with the incomes of our people.

In our free enterprise system, we place major reliance upon volun-
tary action by businessmen, farmers, workers, and conkmners. That
is why I have repeatedly urged voluntar price reductions.
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But the responsibility of Government extends beyond aiding volun-
tary action. The Government must respond to the needs. of the

The American people now have a compelling need for protection
from the dangers of price inflation and the rising cost of living. They.
recognize this need and are asking for the protection to which they are
entitled. The Government must assume a larger share of the re-
sponsibility for putting an end to excessive prices and the hardships
and dangers which accompany them. For this purpose, prompt en-
actment by the Congress of comprehensive legislation is necessary.

This, then, is one reason whyl am calling the Congress into session
on November 17. When it meets, I shall recommen a program for
dealing with inflation, high prices, and the high cost of living. Ade-
quate measures--enacted in time-are necessary to correct the present
situation.

WORM Nr.Mo MusT BE MW'
Let me turn now to the other reason for calling the Congress into

session. This is the problem of hunger and cold and human suffering
abroad. It is the problem of men and women and children who look
to us for help at this crucial time.

We are following a definite and clear foreign policy. That policy
has been, is now, and sliall be to assist free men and free nations to
recover from the devastation of war, to stand on their own feet, to help
wne another, and to contribute their full share to a stable and lasting
peace. We follow that policy for the purpose of securing the peace an
well-being of the world. It is nonsense to say that we aeek dominance
over any other nation. We believe in freedom, and we are doing all
we can to support free men and free governments throughout the world.

In furtherance of this foreign policy, we now have under consider-
ation the part which the United States should play in aiding a long-
range recovery program for western Europe. This plan presents great
hope for economic security and peace in that vital part of the world.
It will take some time to complete the consideration of this plan and to
make all the important decisions required for putting it into effect.

However a period of crisis is now at hand. The perils of hunger
and e old in kurope make this winter a decisive time in history. All the
progress of reconstruction and all the promise of future plans are en-
dangered. If Europe nations are to continue their recovery, they
must get through tis winter without being crippled by economic
paralysis and resulting chaos.

In advance of our decision on the long-range European recovery
plan, we must help some nations through this immediate crisis. The
most imminent danger exists in France and in Italy. If the economies
of these countries colapse and the people succumb to totalitarian pres-
sures, there will be no opportunity for them or for us to look forwsrl
to their recovery so essential to world peace.

Their first need is food. Exceedingly bad weather this year has
caused the worst crops in western Europe in a generation. Crop fail-
ures in France-the worst in 100 years-and in Italy make it necessary
for those countries to import half the grain they need to live on during
the coming months.
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The other major shortage is fuel. Fuel supplies were depleted by
last year's severe winter. War damage to railroads, and the reduced
efficiency of miners laboring on an inadequate diet, have prevented the
rebuilding of fuel stocks.

The financial reserves of France and Italy have been nearly ex-
hausted by the cost of their imports since the end of the war. Rising
prices in the United States and in other countries where they must
huy have further reduced the purchasing power of their remaining
funds. 'They now face the coming winter without sufficient resources
to pay for essential food and fuel.

The figures tell the story.

FRzNcHi, ITALIAN NENDS

France can meet her minimum needs, with present funds, until the
end of December, but she will enter the new year without funds to
pay for essential imports. The French will need $357,000,000 to carry
them until March 31,1948.

Italy will not be able even to get through the rest of this year. Italy
must have $142,000,000 to carry her until December 31 and an addi-
tional sum of $143,000,000 to get through the first quarter of 1948.

Serious difficulties have also been encountered in the occupied areas-
Germany, Japan, and Korea. Additional funds will have to be ap-
propriated this year in order for us to maintain our position in these
areas.

It can readily be seen that congressional action to meet these needs
cannot be delayed until January.

My action in convening the Congress on November 17 in no way
reduces the necessity for pressing forward with our voluntary fooi-
saving program. Dollars appropriated by the Congress cannot feed
hungry people if there is no food for the dollars to buy. There will
not Do enough food lesss we--the people of the United States-~
save vast quantities of grain. I am deeply gratified at the splendid
response of the American people to our national food-saving pro-
gram. It is an earnest effort to meet the needs of humanity.

CnALLmoz FoR UNITD STATS
Even with the proposed aid from this country, the people of Europe

this winter will -be on short rations. They will be cold, and they
will be without many necessities. But our emergency aid will be
definite assurance of the continuing support of this Nation for the
free peoples of Europe.

The two problems I have been discussing with you tonight--high
prices at home and hunger and cold abroad-present a challenge to
the American people.

We could choose the course of inaction. We could wait until de-
pression caught up with us, until our living standards sank, and our
people tramped the streets looking for jobs. Other democratic na-
tions would lose hope, And become easy victims of totalitarian aggres-
sion. That would be the course of defeatism and cowardice.
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Our other course is to take timely and forthright action. If we do
this, we can halt the spiral o! inflation at home, relieve hunger and
cold abroad, and help our friendly neighbors become self-supporting
once again.

I know that it is the heartfelt wish of the American people that
action be taken which will ov. rcome the obstacle to peace and pros.
perity confronting this Nation.

It is within our power to lead the world to peace and plenty.
With resolution and united effort we shall achieve our goa.

October 23, 1947.

CONVENING THE CONGRESS

By Tilt PRESIET or TUB UNim STATES or AmEoA

A PROCLAMATON
Whereas thepublic interest requires that the Congress of the United

States should be convened at twelve o'clock, noon, on Monday, the
Seventeenth day of November 1947, to receive such communication as
may be made by the Executive;

Now, therefore, I Harry S. Truman, President of the United States
of America,'do herebyv proclaim and declare that an extraordinary oc-
casion requires the Congress of the United States to convene at the
Capitol in th3 City of Washington on Monday, the Seventeenth day of
November 1947, at twelve o'clock, noon, of which all persons who shall
at that time be entitled to act as members thereof are hereby required
to take notice.

In witness whereof, I have hereunto set my hand and caused to be
affixed the great seal of the United States.

Done at the City of Washington this twenty-third day of October,
in the year of our Lord nineteen hundred and forty-seven, and of the
Independence of the United Sates of America the one hundred and
seventy-second. Hmmy S. Tnu*Ax.

By the President:
Romia A. Lovr,

Acting Seoretary of State.

OaroBaE 23, 1947.

STATEMENT BY THE PRESIDENT

I have met this afternoon with a group of congressional leaders.
I presented to them detailed information concerning the alarming and
continuing increase in prices in this country and the situation regard-
ing the need for emergency foreign aid. I informed them that had
concluded it was necessary to convene the Congress or Monday,
November 17.
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By that date the members of Congress who are now abroad obtain-
ino first-hand information will have returned to the United States.

There are two compelling reasons for convening the Congress at an
early date.

It is urgently necessary for the Congress to take legislative action
designed to put an end to the continued rise in p rices, whiich is causing
hardship to millions of American families and endangering the pros-
perity and welfare of the entire Nation. When the -Congress meets,
Ishall recommend to it suitable measures for dealing with inflation,

high prices, and the high cost of living.
It is also necessary for this Government to take adequate steps to

meet the crisis in western Europe, where certain countries have ex-
hausted their financial resources and are unable to purchase the food
and fuel which are essential if their people are to survive the coming
winter.

It now appears that the minimum needs of France can be met with
present funds only until about the end of December, and that it will
enter the new year without funds to pay for essential imports. Italy's
needs are even more immediate, for Italy will require substantial
assistance before the end of this year. Moreover, it appears that addi-
tional funds will be needed to maintain our position in occupied areas.
It is clear, therefore, that congressional action cannot be delayed until
January.

The convening of the Congress in November will also furnish an
opportunity for it to speed up its consideration of the part to be played
by the United States in the long-range European recovery program.

I have just signed a proclamation convening the Congress at 19
o'clock noon on Monday, November 17, 1947.

Tomorrow evening, at 10 o'clock, over all the networks, I shall make
a radio address to the American people describing the present situation
in detail and explaining why action by the Congress is necessary prior
to the regularly scheduled session in January.
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2. TEXT OF SECRETARY MARSHAJJLJS SPEECH,
JUNE 5, 194711

EuNOPEAN INIrrATiz ESswaIAL TO ECONOMIC RzcovUz

I need not tell you gentle .-wn that the world situation is very serious.
That must be apparent to all uit.1ligent people. I think one difficulty
is that the problem is one of such enormous complexity that the very
mass of facts presented to the public by press and radio make it ex-
ceedingly difficult for the man in the street to reach a clear appraise-
ment of the situation. Furthermore, the people of this country are
distant from the troubled areas of the earth and it is hard for them
to comprehend the plight and consequent reactions of the long-suffering
peoples, and the effect of those reactions on their governments in
connection with our efforts to promote peace in the world.

In considering the requirements for the rehabilitation of Europe
the physical loss of life, the visible destruction of cities, factories,
mines, and railroads was correctly estimated, but it has become obvious
during recent months that this visible destruction was probably less
serious than the dislocation of the entire fabri6 of European economy.
For the past 10 years conditions have been highly abnormal. The
feverish preparation for war and the more feverish maintenance of
the war effort engulfed all aspects of national economies. Machinery
has fallen into disrepair or is entirely obsolete. Under the arbitrary
and destructive Nazi rule, virtually every possible enterprise was
geared into the German war machine. Long-standing commercial
ties, private institutions, banks, insurance companies, and shipping
companies disappeared, thro h Joss of ca ital, absorption through
nationalization, or by simple" destruction. In many countries, confi-
dence in the local currency has been severely shaken. The break-
down of the business structure of Europe during the war was complete.
Recovery has been seriously retarded by the act that 2 years after
the close of hostilities a peace settlement with Germany and Austria
has not been agreed upon. But even given a more prompt solution of
these difficult problems, the rehabilitation of the economic structure
of Europe quite evidently will require a much longer time and greater
effort than had been foreseen.

There is a phase of this matter which is both interesting and serious.
The farmer has always produced the foodstuffs to exchange with the
city dweller for the other necessities of life. This division of labor
is the basisof modern civilization. At the preLent time it is threatened
with breakdown. The town and city industries are not producing
adequate goods to exchange with the food-producing farmer. Raw
materials and fuel are in short supply. Machinery is-lacking or worn

IMade on the occasuon of commencement eurelxes at Harvard Lnhverhlty on June a.
1941, and relesed to the press on the same date.
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out. The farmer or the peasant cannot find the goods for sale which
he desires to purchase. So the sale of his farm produce for money
which he cannot use seems to him an unprofitable transaction. He,
therefore, has withdrawn many fields from crop cultivatipn and is
using them for grazing. He feeds more grain to stock and finds forhimself and his family an ample supply offood, however short he may
be on clothing and the other ordinary gadgets of civilization. Mean.
while people in the cities are short of food and fuel. So the govern-
nients are forced to use their foreign money and credits to procure
these necessities abroad. This process exhausts funds which are
urgently needed for reconstruction. Thus a very serious situation is
rapidly developing which bodes no good for the world. The modern
system of til division of labor urn which the exchange pf products
is based is in danger of breaking own.

The truth of tr matter is that Europe's requirements for the next
three or four yuars of foreign food and pther essential products-prin.
cipally from Amerca-are so much greater than her present ability to
pay that she must have substantial additional help or face economic,
soial, ond political deterioration of a v%'ry grave character.

The remedy lies in breaking the vicious circle and restoring the con-
fidence of the European people in the economic future of their own
-outltries and of Euroie as a whole. The manufacturer and the farmer
throughout wide areas must be able and willing to exchange their
products for currencies the continuing value of which is nrot open to
question.

Aside from the demoralizing effect on the world at large and the
ot, Il ities of disturb nct arising as a result of the desperation of the

twrii. concerned, the ,onsetjjipes to the economy of the United States
should be apparent to all. U.t is logical that the United States should
do whatever it is able to do to assist in the return of normal economic
health ini the world, without which there can be no political stability
and no assured peace. Our policy is directed not against any country
or ulottriie but against hunger, poverty, desperation, and chaos Its
purpose should be the revivil ofa working economy in the world so
as to permit the emergence of political and-iocial conditions in which
free institutions can exist. Such asistane I am convinced, must
it be on a piecemeal basis as various crises develop. Any assistance

that this Government may render in the future should provide a cure
r1 her than a mere palliative. Any government that is willing to
ao t in the task of recovery will find full cooperation, I am sure, on
Oiw jtslt of the United States Government. Any government which
iameuvem to block the recovery of other countries camkot expect help

fr-m, Co. JFurthermore, governments, political parties, or groups
w),-h seek to perpetuate human misery in order to profit therefrom

,,dly or otherwise will encounter the opposition of the United
. a&U.

It to already evident that, before the United States Government
'an pruwed nuch further in its efforts to alleviate the situation and

help ritart the European world on its way to recovery, there must be
oe -gre-met among the countries of Europe as to the requirements

of tht wtuation and the part those countries themselves will take in
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order to give proper effect to whatever action might be undertaken
by this (Governnent. It would be neither fitting or efficacious for
this Government to undertake to draw up unilaterally a program de-
signed to place Europe on its feet economically. This is the business
of the Europeans. The initiative, I think, must come from Europe.
The role of this country should consist of friendly aid in the drafting
of a European program and of later support of such a program so far
as it may be practical for us to do so. The program should be a joint
one, agreed to by a number, if not all European nations.

An essntispiart of any successful@ action on the part of the United
States is an understanding on the part of the people of America of the
character pf the problem and the remedies to be applied. Political
passion and prejudice should have nopart. With foresight, and a
willingness on the part of our people to face up to the vast redponsibil-
ity which history has clearly placed upon our country, the difficul-
ties Ibamoug4ted can and will be overcome.

0e 0





8. SUMMARY OF THE REPORT OF THE COMMITTEE OF
EUROPEAN ECONOMIC COOPERATION (CEEC)1

In response to the speech of Secretary of State Marshall, made at
Harvard on June 5,1947, repJesentatives of 16 European nations met
in Paris beginning on July 12 W, e-rimine their prospective require-
ments and resources during the period 1948-51 and to formulate an
economic recovery program. The countries represented were Austria,
Belgium, Denmark, France, Greece, Ireland, Italy, Luxemburg, the
Netherlands, Norway, Portugal, Sweden, Switzerland, Turkey, and
the United Kingdom; western Germany wa also included in the
analysis and calculations of the Committee. o

ORGANIZATION

To prepare the CEEC report, a number of technical committees
were set up, dealing with food and agriculture, fuel and power, iron
and steel, transport (internal and maritime), timber, and manpower,
as well as a balance of payments committee and a committee of finan-
cial experts. The food and agriculture committee considered problems
of agricultural machinery and fertilizer, in addition to those of fotd
and feedstuffs. The fuel and power committee considered the problems
of coal, electricity, and petroleum products, and, in addition, thoqp
relating to mining machinery, electrical equipment, and petroleum
equipment.

The first concern was to obtain the necessary statistical information.
For this purpose, the technical committees sent questionnaires to each
of the participating countries and western Germany, requesting data
for their respective commodities on total requirements, production
plans, expected exports, and required imports. The Balance of Pay-
ment. Committee used the findings of the technical committees in
their respective fields, and also obtained information by questionnaire
on anticipated payments and receipts of all other items; these data
were combined into an over-all statement of the anticipated surplus
and deficit of the participating countries and western Germany with
the rest of the world.

Assumm~o -s

In obtaining the necessary basic data through questionnaires, the
technical committees requested the governments of the relective
count";s to adopt certain assumptions, and presumably the same
assumptions were followed by the committes in the assessment and

'An oUcial summary was released September_22, 1947, by the Dpartment of Stste
which released 0extral Report on same date. Teehnfcl ieporto appered a few weeks
later.
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correlation of the statistics and information submitted. These assump-
tions were that: (1) Foreign exchange to pay for essential imports
would be available; (2) consumption standards would not exceed
those which the respective countries expect to be able to maintain after
1951; (8) import requirements would be consistent with the aim of
reducing the dollar deficit of the countries by 1951 to that manageable
thereafter without special external assistance; and (4) production and
consumption would be at levels consistent with highh and stable
employment." It should also be pointed out that for some conimodi-
ties expected to be in short supply relative to import needs, such as
cereals, meat, and timber, the data used by the committees correspond
to estimated available supplies rather than to total import reuire-
ments. Finally; because of the difficulty of accurately predicting
prices, the technical committees calculated all values on the basis of
prices prevailing on July 1, 1947 "in the most likely outside source oftupnply."9"or the purpose of developing a itlance of payments, and thereby

determining the deficit in means of payment of the participating coun-
tries and western Germiany with the rest of the world, celain further
assumzptions were adopted which relate particularly to this section of
the CEEC report. '1hese assumptions were that: (1) Production in
the participating countries will increase greatly; (2) the imports re-
quired for increased production will be available; (8) an increasing
part of the necessary imports can be obtained from eastern Europe
and Southeast Asia; (4) the goods which the participating coun-
tries produce for export can be sold to the Western Hemisphere and to
the rest of the world; (5) the nonparticipating countries will so far
as necessary be able to pay for goods imported froin the participating
countries in dollars; and (6) there will be a progressive reduction in
the price of imports into the participating countries in relation to the
price of exports froin those countries.

Tim RECOVER PWROUAM
The report of the CEEC outlines a program of economic recovery

for the sixteen participating nations and western Germany based on
four lines of action:

(1) A production program in the participating countries and west-
era Germany, designed in general to restore agricultural production
to prewar levels by 1951 and to increase industrial production by 1951
somewhat above the 1938 levels;

(2) The creation and maintenance of internal financial stability;
(3) The development of economic cooperation aniong the partici-

pating countries in production, in joint development of resources, in
trade, in the movement of persons and transport, and in the establish-
ment of a continuing organization

(4) A solution of the dollar dedcit of the participating countries,
particularly by the expansion of exports.
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IMPor RZQuinXzWrs
To carry out the production program, the CEEC report emphasizes

that the 16 European nations and western Germany will require a large
and uninterrupted flow of goods from the rest of the world, and in
particular from the American continent. The total value of the goods
required from foreign sources during the period 1948-51 is estimated

to be 57.4 billion dollars, distributed fairly evenly among the 4 years.
In addition, requirements of dollar shipping are estimated to be 1.7
billion dollars.

Because of the loss of supplies from customary prewar sources, the
16 European nations expect to depend heavily on the United States
and other American countries for imports of needed comniodities.
During the period 1948-51, it is estivrited that 61 percent of total
commodity requirements will come from the Western Hemisphere
(35 percent from the United States and '26 percent from other Ameri-

can countries), compared with about 45 percent in prewar years. As.
suming a gradual resumption of imports of goods from customary
prewar sources such as eakern Euroe and southeast Asia, however,
the share of total imports from the United States is estimated to de-
crease from 43 percent in 1948 to 30 percent in 1951; on the other
hand, the share of imports from non-American countries is estimated
to increase from 34 percent in 1048 to 43 percent in 1951. Total im-
port requirement oNh participating countries and western Germany,
by area, are shown in table I.

TAmZ 1.-Total import requirements of participatlng oountriee (excluding de.
pendent territories) and western Germany, by area

[M billu of U. 8. doll|ou

led 104 J IM 101 Toud

&th 10 4.3A 4.8 2 0.4Am3V n *2ntl L........ L I L 9 . Its

Total, Watern Hsmpbm ......... 9.2 2 3.6 I 8L
Re# ot word .............................. 4.7 &.4 49 6.2 "2

ToW, alooun .................. I&$.0 t 1.6 . i It 7.4
Dowrahippk ........................... .0 .4 . 1.7

In terms of value, requirements of the participating countries and
western Germany for foreign goods are expected to consist primarily of
food, fuel, and fertilizer, which together are estimated to amount to
73 percent of total imports during the 4 years 1948"1. Imports from
the United States are anticipatedto be chiefly food and fertilizer (28
percent of total imports from the United Sates); fuel (14 jOercent);
other raw materials (27 percent) -and various types oi equipment (25
percent). Import requirements #rom other countries in the Western
Hemisphere are expected to consist principally of food and fertilizer
(59 percent) and other raw materials (35 percent). Estimated import
requirements of the participating countries from the American conti-
nent, 1948-51, are shown in table II.
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rAuL I.-1Ftimatcd import requiromenta of the participating oountrie8 (.rclud-
ing dcpendcnt territorle8) and western Germany from the American Continent
for the period 1948-51

flu bllionsot U. S. dollars]

U d American Totalstate oouuntrif

Food. foodstuffs, and fertliz ...................................... & 6 8.7 IL3
Coal ............................................................ . . ............ .7
Petroleum products I .................. . . .................. 22 ............ 3.
Iron and aeel ...................................................... 1.2 .1 1.3
Tinber ............................................................. .4 .6 1.0
equipment ........................................................ & I . I 5
Ot iei imiqrts5 ............... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  & I. 8 10.8

ToW import. .......................................... .... 20.4 14.8 31.
Shipping services ...................................... ............ 1.7

I Amount required from dollar soured.
I Prunarly raw materials, such as cotor, wool, nonferrous metals, woodpulp, bides and leather, and

cynical. not covered in the studies of the tecanlal committee; also includes i10 million dollars for Kmi-
manufaeture, 1,30 million dollars for consumer goods and 500 mllike dollars for ships ad airplanes

Assuming the fulfillment of the import requirements of the par-
ticipating countries and western Germany, the means of payment for
those imports of goods and services, without special outside assist-
ance, will be only partially available. The stated purpose of the
recovery program outlined by the participating countries is to reduce
steadily te annual deficit in means of payment during 1948-51 to
that manageable thereafter without special external aid.

The size of the deficit in means of payment is teiktatively estimated
in the CEEC report by the Balance of Payments Committee. On the
basis of certain assumptions mentioned above, the Committee esti-
mates that the total deficit of the participating countries will be
reduced from 8.3 billion dollars in 1948 to 1.6 billion dollars in 4951,
and will amount to 19.6 billion dollars for the 4-year period 19481.
The year-to-year reduction is to be accomplished to a great extent by
increasing exports of goods which are expected to bi valued at 6.5
billion dollars in 1948 and 10.8 billion doi~ars in 1951.

The dollar deficit with the American Continent, which is empha-
sized in the CEEC report, is estimated at 22.4 billion dollars for the
period 1V48-51, decreasing from 8 billion dollars in 1948 to 8.4 billion
dollars in 1951; 16.5 billion dollars is expected to be with the United
States and 5.9 billion dollars with other countries in the Western
Hemisphere. As against the dollar deficit, a surplus in means of
payment with the rest of the world for the period 194841 is esti-
mated at 2.8 billion dollars which, if dollars are available in the trade
with the rest of the world, is expected to reduce the total deficit of the
participating countries to 19.6 billion dollars. The Committee empha-
sizes that these statistics no more than indicate the prwpective size
of the deficit in means of payment, and do not necessarily correspond
to the amount of special assistance which will be required. If imports
of capital equipment are financed by loans from the Internatdonal
Bank, the total deficit could be reduced by as much as an estimated
3.1 billion dollars. Loats from other sourcs as well as the expendi.
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tare of other financial resources by the participating countries would
further reduce the deficit. On the other hand, if the 16 European
countries are unable to earn dollars for their exports, the anticipated
surplus with the rest of the world could not be emnployed to reduce the
dollar deficit with the Western Hemisphere. The estimated net
balance of payments of the participating countries, idicating deficit
or surplus, is shown in table fiI.
TAnu IlI.-Estimated net balance of paynenla of the participating countries,

thcir dependent territories, and wetes Oermnatvi, 1948-51
(In n9lilon- of United states dollars)

1948 1949 190 1981 Totl

With United Rtat . ............ -4091 -4,832 -%.|3 -,496 -16,473
With other Westem iieniipher .......... -,4 -1.88 -1,336 -911 -4m9

Total:
Western lemisphe ...................... -& l -6.30 -4,650 -3,410 -23, "S
With rat oworld ......................... -240 +0 +1.000 +1l, 01 +1810

Total-Alcountries ............. -8276 -6§0 -4630 -1.610 -10M

NOrs. - Indiates deficit; + indidleasi urplus. Data fur IM4 were calculated oan the bosi of prices
ruling on July 1. 1947. )ata for 1949-i weme adjusted for estlnatl.'i cio.ites in the relation between the
coot of imlort and price of reports and, bence, are not et aparable with other statistles, See Genral Repert
of th C90, vol. 1, pp. i1-22.

Eusopzmw Szz-HzL

In addition to unilateral and cooperative action on the part of each
of the 16 western European countries to attain the projected levels
of production and to olve the problem of the dollar deficit, the CEEC
report sets forth certain fields wherein additional mutual effort would
be of benefit to the recovery program. First the Committee of Eco-
nomic Cooperation points out that for "increased production in the
area to make its full contribution to the restoration of the European
economy and the reduction of abnormal deniands on the rest of the
world, it must be accompanied by a freer movement of goods and
services within Europe itseLf." Consequently, the participating coun-
tries resolved to remove as somn as possible abnormal retrictions on
their mutual trade and, as between themselves and the rest of the world
to work toward the adoption of a multilateral trading system envisaged
in the draft charter for an international trade organation. To the
end of expanding their mutual trade, 18 of the 16 participating coun-
tries created a study group to examine the problems involved and the
steps to be taken in the formation of a customs union between them-
selves.

The Committee also recommended collective action in certain speciflo
fields. Among these were the cooperative exploitation of electric
power resources (summarized below n the section on electric power),
standardization of equipment such as mining machinery and freight
cars. .o-liiig arrangements of freight cars, and interchange of infor-
mati.., on the development and modernization of steel industries to
avoid auplication and overexpansion.
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CoMiarErE or FNACLAL Exnrrs

The report of the' Committee of Financ.l" Experts recognizes the
necessity of internal financial and monetary stability to the success
of the European recovery program. At the Paris Conference, decla-
rations were made by representatives of a number of countries, includ-
ing Austria, Belgium, Denmark, France, Greece, Italy, the Nether-
lands, Norway, Portugal, Sweden, Switzerland, and the United King-
dom, relative to monetary conditions wi'I'Jn their countries and the
steps which their governments proposed to take to achieve internal
financial stability. To this end the Committee suggested that it would
be of aasistanee if supplementary foreign resources specifically in-
tended to raise the gold and dollar reserves of various countries were
made available. Although a precise calculation was not attempted,
the total amount of such financial assistance required was tentatively
estimated at 3 billion dollars.

After internal financial stabilization has been achieved ,i' d can
be successfully maintained, the 16 European countries have pledkted
themselves to'make their currencies convertible, as defined in the ar-
ticles of agreement of the International Monetary Fund. at appropriate
rates of exchange. In addition, the Committee considered the prob-
len-t of making more flexible inter-European payments agreements
to the end of asisting the development of their mutual trade./

Rv..orra or THE TECHNICAL CoMmrrnu

1. 7OD AND AORJUI1rU

The food-production program of the participating countries and
western Germany includes the restoration of prewar levels of produo-
tion of bread grains, coarse pains, fats and oils, and milk by the crop
year 1950-51. The output of sugar by 190-41 is expected to be 15
percent larger than in prewar years. while the production of meat
is anticipated to reach only 90 lereent of nrewar levels. Because of
the increase in population (estimated at 278 million persons in 1951,
Compared with 270 million in 1947 and 240 million in 1988), the con-
sumption of food per canita by 1950-41 is expected to be still somewhat
below prtwar levels. Specifically, per capita consumption of bread
grains by 1910-1 is expected to bi 7 percent below prewar levels;
sugar. 11 percent: fats and oils, 12 percent: and meat, 20 percent. Con-
sumption of potatoes, however. ip expected to be about 8 percent above
prewar levels by 1950-61. During the 4 years of the program, a large
increase in the output of agricultural machinery and fertilizers is also
planned. Production of tractors is expecteF to inctease from 182,000
in 1947-48 to 38W.000 in 1950-51, production of other agricultural
machinery from 922.000 metric tons to 1.5 million tons, and production
of fertilizer from .1.2 million tons to 6.2 million tons.

The report emphasizes the need for large imports of food to main-
tain standards of consurn)tion in the participating countries during
the period production is being restorid. and also the need for sub-
stantial imports of fertilizers and machinery to achieve the planned
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levels of production. Total import, requirements of these goods for
the 4 crop years 1947--48 to 1904-1 are estimated at 82.7 billion dollars;
of this amount, imports of food and feedstuffs are estimated at 31.8
billion dollars, fertilizers at 450 million dollars, and tractors and na-
chinery at 950 million dollars. Sources of these imports are considered
to be as follows: Dependent overseas territories 6.9 billion dollars;
United States, 7.6 billion dollars; other Western Heishere countries,
8.8 billion dollars; and the rest of the world, 10.1 billion dollars.

2. COAL

The participating countries and western Germany plan to expand
the production of coal from 439 million metric tons in 1948 to 584
million tons in 1951, or to 6 percent greater than the 1938 output. To
achieve this goal, a substantial program of manufacturing coal-mining
machinery within the participating countries is planned, as well as
special inducements in housing and pay to assure an adequate labor
force. Necessary imports of toal-mIning machinery, amowiting to
about 6 percent of total machinery requirements, are estimated at 2
million dollars for the 4 years 1948-1.

During the period of the recovery program, requirements for solid
fuel are expected to increase from 585 anillio'n tons in 1948 to 2
million tois (65 million tons, or 12 percent, above the 1938 leval) in
1951. These requirements for 1048-41 exceed anticipated production
by a total of 187 million tons. To supply this deficit import requ.ire-
ments from the United States are estimated at 86 million metr, tons,
valued at 774 million dollars, and requirements from Polamid and
other countries at 101 million tons, valued at 1,515 million dollars.
After 1951 it is expected that imports from the United States, which
are uneconomic because of the long haul, will not be required.

a. ULBUOh ICPOWE

The annual production of electric power in the participating coun-
tries and western Germany, which is estimated at 170 billion kilowatt-
hours in 1947, is now greater than the 1938 output of 180 billion
kilowatt-hours. The total requirements of electric power, however,
are expected to increase markedly during the recovery period, from
178 billion kilowatt-hours in 1947 to 213 billion kilowatt-hours in
1951. Consequently the participating countries plan a series of so-
called national expansion programs intended to increase the total gen-
erating capacity of electric power plants from 43.4 million kilowatts
in 1947 to 65.5 million kilowatts in 1951, or an increase of about 50
percent; the output in 1951 expected from this expanded plant is esti-
mated to be 237 billion kilowatt-hours, or about 2 percent less than
estimated requirements. To conserve coal, the participating countries
plan to establish hydroelectric plants where possible; of the total esti-
mated increase in annual power output between 1947 and 1951 (67
billon kilowatt-hours), hydroelectric power accounts for 30 billion
kilowatt-hours, which is estimated to be the equivalent of ablL 140

million tons of coal. In addition to the national programs, v so-called
international program is planned, involving the establishment of 9
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electric power plants with % combined capacity of 2.3 million kilowatts
in the countries of France, Italy, Switzerland, Austria, and western
Germany. Six of the plants will be hydroelectric, one geothernic and
two will use brown coal. The average annual output from these plants
Is expected to be 6.6 billion kilowatt-hours; it is anticipated that most
of the plant could be completed within 4 years, and would serve to
make up at least part of the electric-power deficit.

The participating countries plan to supply a large part of the equip.
ment and supplies necessary for the projected expansion of generating
capacity. The "national" programs are estimated to cost 5 illion dol.
lars, of which 300 million dolars represents specialized equipment
required from the United States. The supplementary "international"
program is estimated to cost 315 million dollars, of which euipment
from the United States is expected to amount to 200 million dollars.

4. PVToLEU FRODUCTS

Total requirements for petroleum products in the pa.#icipatingcoun-
trias and western Germany are expected to increase materially during
the period of the recovery program, amounting to an estimated 68.7
million metric tons in 1951, compared with 53.0 million tons in 1948;
requirements in 1938 amounted to 38. million tons. Increased pro.
duction of crude oil at home, in dependent territories and in other
overseas areas is planned, as well as the expansion of refining facilities
within the participating countries to two and a half times the prewar
level, or sufficient to process 31.4 million tons of crude in 1951 com.
pared with 11.3 million tons in 1947 and 18 million tons in 1938.

During the period 194851, total import requirements of crude oil
are estimated at 87 million metric tois, valued at 1.2 billion dollars;
of this, 46 million tons, valued at 580 million dollars, is expected to
be needed from sources requiring payment in dollars. Imports of
refined products are estimated at 156 million tons, valued at 8.1 billion
dollars; of this amount, 62 million tons, valued at 1.9 billion dollars,
is expected to be needed from dollar sources. Total equipment require
ments for the 4-year period are calculated at 1.8 billion dollars; qi this
amount, 0.6 billion dollars are expected to consist of machinery and
supplies from the United States.

0. IRON AND TrEEL

The production program of the participating countries and western
Germany relating to iron and steel is planned to be one primarily
of modernization and capacity use of existing facilities. Expanded
production in the 16 participating countries alone is expected to in-
cream the output from 26.8 million tons of crude steel in 1947 to 42.7
million tons in 1951; output of crude steel in those countries in 1938
amounted to 24.7 million tons. Production of steel in western Ger-
many, controlled by the level of industry plani, is limited to greatly
less than the 1938 output; hence, the plawied output of the part icipat-
ing countries and western Gennany combined amounts to 55.4 million
tons of crude steel in 1951 comipared with 30.3 million tons in 1947 and
45.5 miUion tons in 1038.
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The production program in iron and steel is based on the assumption
of full supplies of raw materials, as are the other production pro.
grams formulated in the CEEC report. It appears however, that
there may be deficits in the supply of some steel-miIng materials.
The most serious potential deficit is considered to be in the supply of
coke. It is hoped that coke shortages can be overcomne by increased
imports of coking coal, chiefly from the United States, by diverting
coke from nonmetallurgical uses, and by reducing coke requirements
through the use of richer iron ores. Other potential shortages of steel-
making materials relate to smp, manganese ore, and, in 1961, to rich
iron ore. These anticipated shortage, excluding consideration of coke
deficits, may reduce production dJring 19484 ito about 5 percent
below the planned levels; shortages of coke amoritinf to 4 million
tons out of total requirements of 65.6 million tons in 1941, for example,
would reduce .crude steel production about 15 percent below that
planned. •

To achieve the planned production of crude steel, to fully utilize
steel-finishing capacity, and to supply certain requirements of finished
products (principally tinplate and sheet), import requirements for
the period 1948-i are estimated as follows: Raw materials (exclud-
ing coke), 446 million dollars; crude and semifinished steel, 662 mil.
lion dollars; finished steel, 330 million dollars ;and equipment, 400 mil-
lion dollars. Total import requirements of these products are valued
at 1,888 million dollars; of this amount, 1,565 million dollars, or 85
percent, is expected to be needed from the United States.

6. TJME R

The production of timber in the participating countries and western
Germany in 1951 is expected to supply about 60 percent of softwood
requirements, 70 percent of hardwood requirements, and 80 percent
of the requirements for pit props, pulpwood, and poles. Available
supplies of timber, however, are not considered sufficient to furnish
all the requirements for softwood or for pit props, pulpwood, and
poles. Timber expected to be available is estimatd at 2.4-billion dol-
lars during the 4-year period 104841. Imports of equipment deemed
necessary in order to meet the production program of the lmrticipating
countries are estimated at 57 million dollars. Of imports of both tim-
ber and equipment, about 17 percent is expected to be available from
!he united States, 25 percent from the other Americait countries, and
58 percent from other nonparticipating countries.

I. INLAND TRANSPORT

The participating countries consider it necessary to improve their
inland transportation system so that the railwys .an carry 8M4 n'.il-
lion metric tons of cargo in 1951 compared with 738 million tons in
1948, and so that the waterways can ourry 174 million tons in 1951
compared with 122 million tons in 1948. Except for deficiencies in
railway stock, however, the participating countries expect to be able
to supply their own equipment nteds. Import requireuients of rail-
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way stock, amounting to 103,000 freight cars and 2,6W00 paseng.r cam
for the period 194&41, are estimated to cost 479 million dollars;
requirements of special equipment for Greece ,.re estimated to be 11
million dollars. The United States is expected to be the only possible
source of these imports.

s. MARITLMB ISANdPor

The 16 participating countries plan, by the end of 1951, to have a
maritime transport capcity of 39.2 million dead-weight tons of dry-
cargo shipping and 14.4[ miiion tons of tankers. The program involves
not only replacement of large losses of cargo sh!ps suffered during the
war but also some expansion to make up in part the loss to world ship.
ping of the German and Japanese fleets. The shipping caacity of
the 16 participating countries in 1938 amounted to 36.1 million tons
of day-cargo shipping and 10.1 million tons of tankers; the German
fleet included 5.9 million tons of dry-cargo shipping a: 0.4 million
tons of tankers. To carry out the expansion program, the countries
propose to purchase froma the United States -3 million dead-weight
tons of shipping at an estimated cost of 800 million dollars, in addi-
tion to 500 million dollars already purchased, and to supply the re-
mainder by new construction
'During the replacement and expansion period, the total carrying

capacity of the participating countries will be insufficient to meet their
requirements and those of western Germany. To make up the deficit,
the use of substantial, but decreasing, amounts of dollar tonnage for
dry-cargo shipping are considered necessary. These requirements are
estimated to decrease from 500 million dollars in 148 to 130 million
dollars in 1951; total costs are expected to be 1,220 million dollars.
On the other hand, requirements lor dollar tonnage of tankers ar
exp Lted to increase, as import of petroleum increase, from 70 million
d in 1948 to 180 million dollars in 1951; total cost of tankers are
estimated to be 485 million dollars.

9. MANPOWR

Combined labor requirements of the 16 participating countries and
western Germany for ag, iculture and industry are estimated at about
680,000 persons. Present labor resources are considered to be princi-
paliy 2 million unemployed Italian workers and 500,000 displaced
persons. Immigration of labor is expected, therefore, to supply labor
requirements in terms of numbers. The manpower comm ittee pointed
out, however, that requirements for various types of skilled lab6r, such
as miners, exceed the numbers of skilled workers available. Conse-
qucatly, programs of vocational training are required in the partici-
pating countries.
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4. PLEDGES MADE IN THE REPORT OF THE COMMITTEE
OF EUROPEAN ECONOMIC COOPERATION

In order to ensure that the recovery progrunne is carried out the
16 participating countries pledge themselves to join together, and ian
vite other European countries to join with them, in working to this
end. This pledge is unde by each country with respect to its
own nationslprogramme, but it als takes into aLcount s
made by the other participating countries. In particulrr;each con-
try Undertakes to use all its efforts-

(i) to develop its production to reach the targets, especially
for food and coaP

(ii) to make the fullest and most effective use of its existing
productive capacity and all available manpower;

(iii) to mnodernise its equipment and transport, so that labour
becomes more productive, conditions of work are improved, and
standards of living of all peoples of Europe are raised;

(iv) 'to apply 0ll raoy measures leading to the rapid
achievement of internal financial monetary and economic, stability
while maintaining in each country a high level of emplymant;'

(v) to cooperate with one another and with like-minded coun.
tries in all possible steps to reduce the tariffs and other barriers
to the expansion of tride both between themselves -And with the
ret of the world, in accordance with the principles of the draft
Charter for an International Trade Orgamuation;

(vi) to remove progreively the obstacles to the free move-
ment of persons within Europe-

(vii) to organise together ihe means by which ommon re-
sources can be developed in partnership.#(Ueneysl report, p 13.)

The countries represented on the Committee of Cooration have
pledged themselves that, where stabilisation propranaues are required,
theywill carry them out in a spirit of determinao.--(General report,

The Governments represented on the Committ.ee of Cooperation
have pledged themselves after stabilisation has beea fully achieved and
can be successfuly maintained to make their currencies ctovertible as
defined in the AAicles of Agreement of the Interuaioal Monetary
Fund at appropriate rates ofexchang&e. The -Jovernments comenete
further pledge thenwelves that any external assistance receied for
this purpose will be used for this purpose only awd aliphed in con-
.structive and twmoprehousive ninesurs to put an end #.0 ,,2otion aud
eventually, wileii the iieejary cnditionS haVe bse fulfille, to wake
their currencies convertible.-(General report, p. :.)
I|To achieve the freer movement of good, the participating cVuwtres

are resolved-
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(i) to abolish as soon as possible the abnormal restrictions
-which at present hamper their mutual trade;

(ii) to aim as between themselves and the rest of the world, at
a sound and balanced multilateral trading system based on the
principles which have guided the framers of the draft Charter
for an International Trade Orgafisation.--(General report,
p). 31.)

Arrugements have been made for continuing this work of mutual
help and consultation begun in Pars, both through the United Na-
tions machinery and in other ways.--(General report, p. 59.)

UNDER PUMoLEUM P'ODUMB
During th. period 1948-1961 it is the intention of the participating

countries to-
(a) continue efforts to increase production both at home and

in dependent overseas territories;
(6) develop oil production in overseas concessions outside the

dependent territories;
(o) develop refining capacity at home with a view to economis-

ing in dollar currency, providing raw materials for the increas-
ingly important chemicals from oil industries, and working up
at the main centres of consumption the increasing oil output of
the Middle East, for which sufficient refining g capacity is not at
present available.-(General report, p. 89.)7/

The participatingcountries will do all that lies in their
power to promote the development of production in their overseas
territories, and this will be a further contribution to the narrowing of
the gap. Moreover, these countries will do all that lies in their power
to develop and make more efficient their production of exportable goods
and thus will provide a condition, so far as they are concerned, for a
rapid expansion of their exports to the American continent.--(Gen-
eral report, pp. 112-118.) I
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5. OFFICIAL SUMMARY OF "NATIONAL RESOURCES ANDFOREIGN AID" BY THE KRUG COMMITTEE
(Boleued October 19, 1947)

The report "National Resources and Foreign Aid" declares thatfrom the standpoint of preservin the national security aid our stand.ards ol living, our ec hysicaiy able to providethe resource, e. ts of a considerble am of foreign aid.A foreign Li ul rogra will serve not only a anitarian interestnreventu rdip and star *on for millions people, but canao provi t basis forj rd economy dead centerand or& tecircu i all areas of e world maybe full rouctive wisqly exqtangin their prod with each
Th .report declusa* yo ingat ehighe_ee i hi t_ p u o nlevel in history and slo eulti frohi 'consumption willbe e sifed, particar such con o lt wheat, Ie]scoalnitr fertile, ed iq s d i salquiplyre- uus 8 be fa g" "-ost of thi supply

pro ems are of short- n atue ill tend to diminish through-out he 5 yea]i_ un ud m cases in some domesticc iaps ties are b un ign aid paeeds forman itical o odities can ez ted toarplynlallye uper off ri
produ 'on abroad getsy e suppy Impacty moreovercan be minimized by etablishin; efi Procedures for carfulscreeningWO f requ reinta d for r!:nnhkj ofsuppl so that theywill serve maintain proauti here an provide the means forrehabilitation road.The survey m clear that with or without reign-aid program,
this country faes urgency for din s conservationpraetirtces soil and theproductivity of its forests and for extendig its eflU discover anddevelop now sources of supply for many bac ma The Reporttrse the need for stepping up our resources i;,to new and bettermethods of using low-grade ores, byproducts, and what are now wastematerials.

Selected for study in the report are those commodities which repre-sent the bulk of current eprts which are most likely to be require fora foreign-id program. included are agricultural products; coal.iron and steel; mtrogen. fertilizers; metals (exclusive of iron an[steel) ; machinery and equipment (including vehicles and agriculturalmachinery) ; petroleum and petroleum products; chemicals and relatedproducts; rubber and rubber manufactures; textiles; leather and
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leather manufactures; fish; fats and oils; forest products and other
building materials.

Stu dw. of sK'&ific coniiiixlities reveal that in most iastancea exports
are not a large claimant for the current high levels of production and
are not relatively as large as before the war. Though many items are
in scarce supply in the United States, chiefly as the result of the war
and the extraordinarily high level of domestic demand, the only serious
probleubs of supply to be anticipated in connection with foreign aid
will be thfe related to shortages that are world-wide in character and
result chiefly from wartime destruction or devastation of production
facilities.

The small number of key commodities simplifies the problem, but
their basic and interrelated character complicates it. Maximum
effort to relieve current food deficiencies abroad interferes to some
extent with the aim of restorig foreign economies to a self-supporting
basis. At current high prices, United States farmers are eager to in-
crease output and their strong competition for available supplies of
nitrogen fertilizers and farm machinery increases the diiMculty of
satisfying export demands for these goods. Similarly, foreign de-
mands for coal and steel compete with those for mechanical equipment.
The need to effect a reconciliation among these and other competing
demands, many of which are relatively unessential, poses the central
problem of supply, so far as the foreign-aid program is concerned.

Specific discussion of the principal commodities that will be affected
by the program follows:

Wai1-

In terms of volume and cost for it is the cheapest source of calories
needed to meet basic food deAciencies in foreign lands, wheat is by
far the most important item of American food production in relation
to foreign needs. Export of foods other than gains is important,
but many of them are ordinarily too expensive in terms of cost per
calorie to be substituted for wheat in large quantities in meeting
demands.

Our current production of wheat is vastly in excess of our domestic
food requirements. The wheat crop of 1947 was 1,400 million bush.
els, compared with 1.158 million bushels for 1948, and the ten-year
average (1936-45) of 890 million bushels. Of almost 19 million lo1g
tons of food exported by the United States. in the 12 months ended
June 30, 1947, cereals made up 80 percent by weight, and exports of
wheat alone (including flour) amounted to 101 million long tons.
or nearly 400 million bushels. These exports did not significantly
reduce domestic use of grain products for human food, although
additional grain could have been converted into meat and milk.

For 1948 and the following year the problem is to assure maximum
wheat production for as long a it is needed to meet world shortages.
The production goals that have been set are designed to encourage
maximum wheat production and exports next year. Similarly high
goals should be set in the years thereafter if the world wheat short-
age continues. But whether such goals can be met will depend upon
weather.
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The immediate problem is securing the wheat for shipment during
the current crop year. This supply problem, again is largely a result
of the weather! both here and a-broad. To be sure, the 1947 wheat
crop in the United States exceeds the highest previous year by more
than 200 million bushels and would ordinarily have permitted a sub.
stantia! increase in exports over last year with a corresponding im-
provement in the food situation of importing countries. However
adverse weather has resulted in a 3hort corn crop in this country, and
in a drastic reduction in bread grain production in Europe.There
is, consequently, an extremely serious wheat supply problem for the
current crop year. The short corn crop means that exports of corn
and other coarse grain during the rest of this fiscal year will be small
and that relatively 1arge amounts of domestic wheat will be fed to
livestock, thereby reducing quantities available for export. The re-
duced grain production in'Europe means that European food imports
would have to be increased by the equivalent of 200 million bushels of
wheat to maintain the Lw consumption levels of 1946-47. The supply
problem is also affected by the level to which our carry-over stocks may
safely be drawn down at the end of the fiscal year. In 1948 wheat
crop propects, asof next spring, are very good, carry-over stocks might
again be brought down to the level of Ju 19 7. If 1948 wheat pros-
pects are relatively poor, it could be desirable to carry larger stocks
into 1948-49.

From the standpoint of world food needs in 194748, it would be
desirable for the United States to export much more wheat than the
1946-47 total of, roughly, 400 million bushels. However, our ability
to increase wheat exports above this level will depend to a considerable
extent upon our ability to hold wheat feeding of livestock below the
levels tat now seem probable. Government action to reduce wheat
feeding by means of dr-ect limitation orders could not be taken without
additional legislation.

Possible types of action to assure maximum supplies of wheat for ex-
port would include food conservation programs, measures designed to
reduce consumption (and hence prices) of other grains and livestock
products, efforts among farmers, feed dealers and-feeders to linit the
use of wheat for feed, programs to limit the use of wheat and coarse
grains by industrial users, such as the brewers and distillers, and
measures to encourage freer movement of wheat from farms.

Consideration should be given to supplementing wheat exports by
exporting other foods, particularly those in long supply to make up
any discrepancy in wheat export,

Nnr or F iwrums

The current low level of food production in many countries is duein part to inadequacy of current ertilizer supplies and to accumulated
deficiencies of fertilizer applications during the war. Of the three
emential plant nutrients, nitrogen, phosphorus and potassium-the
first is used to obtain immediate increases in food production. Fer-
tilier phosphate and potash amt necessary to the long run preerva-
tion of the fertility of the soil, but are not as effective for securing
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immtiate cnop increases. Therefore, nitrogn is the most important
fertilizer protuction and supply pnAlem. Europe and North Africa
pos.ses au;ple reserve.s of the two other fertilizer minerals, and it is
probable that production of these two fertilizers can gradually be
brought into balant with Eurolpan needs, if mining machinery,'coal
and other supplies can ble made available.

While U nited Statts produt tifn of nitrogetn (including the output
of ordnance plaiitsi has increa..*d three fold since before the war,
doniestic consumption of nitrogen fertilizers has more than doubled.
Although Euiropan production of nitrogen is ahnost lark at prewar
levels., total pntuction abroad is still considerably below capacity,
owing chiefly to an insufficiency of coal and electric Iiower aMid world
nt*.,it for nitrogen are greater tihan before the war.

With the excel tion of the nitrogen being produced in Army ord-
nance plants an exported to occupied area& relatively snail qtan-
titi" of nitrogen are currently shipped from this country and cven
t1ese quantite!. are s-e'ued -.,,iv through the im of priority prognntus.
Unless social nwa.sures are taken. American nitngen capacity will
expand only enough to keep pace with domestic requirenents.

Considermig transportation and cost, it appears desirable to ex-
port nitrogen for increased food production abroad rather than to
continue to ship the greater tonnages of .uivalvt foodl from the
United States. The nust effective means of increasing nitrogen ex.
port include the stimulation of fuller utilization of plant capacity,
the curtailment of industrial us* of nitrogen anti the diversion of fer-
tilizers from domestic to foreign markets. Greater production from
Government plants could proba!,l be secured at higher cost until
the plaitis are consolidated for efficient opention.

Exlorts of nitrogn do not constitute a significant drain on the
natural retsourts of the country.

At last t4. wto metric tons of nitrogen capacity could be put in
operation in Europe by making 3.,Kh).0) metric tons of coal available
for the purpt". This'coal ton, nage is about I percent of the total now
being used for all purpt~es in Europe. Rehabi ihtti , of war damaged
plants or new construction would be needed in other cases to increase
production. PrIoduction could also he increased through the use of
idle nitrogen fixation facilities particularly in Europe and Japan.

COAL

The ajuniOiuit (if coal which may be exported during the 1947--52
period is imignificant in terms of the va.t resources of the United
State.,, the report declares.

United States cot production, which reached high levels in the first
half of 1947, is now bing limited by a critical shortage of coal cars.
This factor is a definite handicap to increasing coal exports.

At pre.ent production rates, total hard and -oft coal output this
r:ear will approximate 660 million net tons. as compared with 593 mil-
lion tons in 1946, when production was interrupted by two major
strikes. Production in 1944 was 684 million tons, an all-time peak.

Consumption in the United Statep and Canada will be 627 million
tons this year. If transportation facilities were adequate, sufficient
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coal could be produced to meet United States auid Canadian require-
jejitas and enough coal would be available for export to meet the most

ei,,ntial foreign requirements.
European demaad fr cal, excluding .Soviet Ru.ssia. is at lea. 550

million tons anually. This is almost 100 million metric tons (110
miliou net tons) greater than European production. In 1946 the
United States exported 41,198,000 tons of bituminous and 8,506,829
tons 4 anthracite. The report states that it would be possible to ex-

r 63 million tons of bituminous and 9 million tons of anthracite in
if there are no interruptions of production and if sufficient cars

were available to assure continuous operation of the mines.
In order to pIroure ,utti'ient coal for domestic and exlrt require-

njetts during the balance of the year, the Report declares that the
following teps are necessary:

(1) Adoption of a pooling arrangement at the ports to increase ca-
pacity (if such ineroase is needed). This pooling should improve the
car supply by permitting quicker unloading and shortening the
turn-aroun time of coal cahrn

(2) Promotion of coal purchasing during the season of slack de.
mand which would spread the production load more evenly.

(8) Establishment of a more orderly purchasing system by foreign
purchasers.

European requiienients are expected to remain at a level approach.
ing United States pirt capacity for possibly 2 years and tien are
expected to taper off in 1949, as production in lii'rope is rising steadily
and. when accelerated, a steady drop in coal imports will be noted.
Before the tapering off starts, however, overseas exports may reach
at) annual high pint of 48 to 52 million net tons.

Notwithstanding high production. there is at present a tight market
for all coals and for several months there has heen a definite shortage
of the better grades of coking and byproduct coal. Since the termina-
tion of distribution controls this spring. European buver% have heen
purchasing the better grade coals at premium priceS, and this has
resulted in higher prices for some of the deep mine coal of the Appa-
lachian area and has made the procurement of such coals difficult for
United States buyers.

Some of the finest seams of high grade joking coals are nearly
exhausted. while others are seriously depleted or have short li f
expectancies. This problem will not be seriously aggravated by a
short-term foreign-aid program but, for the long-term outlook, re-
quires attention. The report stresses the need for ninre information on
coking coal reserves, more research on lower grade coals for coking,
and the development of new technologies.

STLU

Steel presents, in many ways. the most troublesome )roblem of all.
Neither time nor facilities weie available for fully adequate appraisal
of the world-wide steel problem and the report ,t'ates that the impor-
tance of steel in the world economy dictates that such an appraisal be
made. It makes clear, however, tiat at pre. ent, lhere is a crippling
shortage of steel in all foreign countries driving to recover from the
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effects of the war. Existing iron- and steel-making plants in foreign
countries are incapacitated ciiefly because of shortages of raw mate-
rials, especially scrap and choking coal.

Foreign-aid requirements for steel products compete importantly
with domestic demands and with the demands of South America and
other developing areas. The accmulation of backlogs for both pro.
ducers' and consumers' goods and the effects of population growth have
raised domestic steel consumption to the highest peacetime levels. In
md of the studies of specific commodities, the shortage of steel or
Ateel products is indicated to be one of the principal bottlenecks to
nautauning or increasing production.

To increase the current level of exports of iron and steel mill
products without reducing domestic consumption will necessitate the
breaking of certain domestic bottlenecks, particularly the shortage
of steel sheet. Additional sheet and strip capacity is being instaled
by the steel industry and is becoming available in increasing quanti.
ties. A considerable portion of the most urgent foreign demand is
for various kinds of ingots and rough shale for which adequate
finishing capacity is available in the United States. The basic limit-
ing factor to exports, therefore, is not finishing capacity but igot
production which in 1947 will total some 6 million tons less than rated
capacity. Everything possible should be done to bring thii unused
capacity into production promptly.

The gap between output andcapacity reflects the shortage of raw
materials, namely steel scrap and pig iron. Energetic efforts by in-
dustry with appropriate government encouragement and assistance
will ease these raw material shortages. The most promising possi-
bilities in addition to prompt return of industrial scrap, exist in the
accelerated scrapping of remaining war surplus materials and the
organization of systematic collection of obsolescent scrap. Another
possibility is in the extension of the high pressure and oxygen tech-
niques to increase output of pg iron from existing capacity.

Increasing the capacity of ith steel industry by construction of
new facilities would not be effective unless raw materials are avail-
able in adequate quantities, to make such new facilities fully produo-
tir. Moreover, such construction would require the use of steel that
is critically needed both here and abroad. Careful considerationmust therefore be gien to every possible alternative for making
maximum amounts of steel available and to assure its use for the most
critical needs.

It may be possible to increase piK iron and ingot capacity through
new technological means as a substitute for the construction of new
blast and steel furnaces. The practicability of the use of oxygen
enriched air in the open hearth process huw already been demon.
strated and indicates considerable increase in production. Every
effort should be directed to accelerate the speedy development of
foreign steel facilities.
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INDUMIAL EQUIPMENT

In order to provide for the rehabilitation of European economy,
certain items of industrial equipment will be needed. Many items of
such equipment are readily available for export and will have little or
no effect upon our domestic economy. There are particular types of
equipment, however, that are especially needed abroad and are also
in heavy demand at home and for which productive capacity is limited.

One of the most important iteurs of foreign-aid requirements is
freight cacs, especially open tops for the transport of coal. In this
country, the coal car shortage is one of the limiting factors in produce
Lion. Mining machinery, including rubber conveyor: belts, is another
serious shortage that limits output per worker both i- the coal mines
of Europe andin the phosphate and potash mines of North Africa
and Europe.

These and similar items of equipment are needed to assist in break.
ing some of the more serious bottlenecks in Europe's recovery. To the
extent that they make coal and fertilizer available, they will permit
the tapering off of outside aid in the form of these esentials and the
food and steel products that are creating the greatest supply problems
in this country and the world generally. -

Flax MACSUmnT ANT Tazcaou

Production in the farm machinery industry, including nonfarm
tractors, has reached a record annual rate of 15 'million dollars.
Compared to 194 this represents a 20-pect increase but only about
half of this increment reflects a higher physical volume of production.
The remaining 10 percent merely effects an increase in prices during
the first 4 months of 1947 as compared with the average for 1946.

The present level of exports of farm machinery, though about 50
pervent higher than last year, has not deprived American farmers of
needed equipment to the extent that any substantial reduction in food
production has resulted. Even if p,ient exports, estimated at 12
percent of production were further icrt:-d to 50 percent by 1948 it
i doubd whether the amount of new machinery available for domes-
tic use would be reduced since total production in 1948 is likely to
increase at least by an equivalent amount. Exports of farm equip.
meant will not create any substantial drain on United States raw
material resources, the report indicates.

PETROLEUM AND PrROLEUM PkoDUors

Estimated 1947 rates of production and consumption of petroleum
in the United States are at all-time highs, exceeding 2 billion barrels a
year. This is more than the entire world consumid in 1988 and 800
million barrels more than this country consumed that year. Exports
at about 159 million barrels, are muh lower relative to production
than they have been in the past, and for the flrst time in about years
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we ha imported as much, or mo.'e pet roleuin'than we were exporting.
Lrcalized petroleum shortages may arim in the United States in the
aiovi'g year. These will result, however, not from a deficiency in the

donetic and foreign petroleum resources nor from exports, but prin-
cipally from the shortages of tubing, casing, and pipeline for oil field
development and the inadequate transportation capacity to carry the
tremendous volumes of petroleum products now in demand in the
United States.

Since 1018 United States exports of petroleum products have ranged
from 14 to 20 percent of total United Statesproduct ion, except in the
er 1932-36 when exports were about 10-11 percent of production.

Currently, however, exports bear a much smaller proportion to produce.
tion estimated at less than 8 percent in 1947-and are slightly below
the level of imports in volume terms.

United States exports to Europe and elsewhere can be expected to
decline somewhat over the next few years. As it becomes possible for
us to do so, v e can, if we choose, conserve our own oil resources by im-
porting more petroleum for current consumption. The magnitude of
such imports could exceed our present exports to Europe as to make the
latter a negligible factor in the long range conservation picture.



6. OFFICIAL SUMMARY OF "THE IMPACT OF FOREIGN
AID UPON THE DOMESTIC ECONOMY 'BY THE COUN-.
CIL OF ECONOMIC ADVISERS ("NOURSE REPORT")

(Released November 1, 19417)

In order that the principal findings and conclusions of the report
may stAnid out clearly, they are now brought together in summary"
form.

ScorZ AND PRiose

The principal questions considered in the report are the extent of
the burdens tat would be imposed on the economy of the United
States by providing further foreign aid during the next few years
and the capacity o the economy to support thoge burdens. Since a
companion report prepared under the direction of the SecretarT of the
Interior deals with national resources and physical capacities, the
Council of Economic Advisers centers its attention upon the effect
of exports, financed in part with Government funds, upon domestic
production, consumption, and prices. Burdens are measured first in
ternis of goods made available abroad and withdrawn from domestic
consumers, and second in terna of price effects; then these price ima
pacts are looked at in their relation to the general functioning of the
douittic econony; and then the effect on Government finance and the
tax structure is examined.

TuB ImpAcT or PAST ArD--Sizz

The effect of the export surplus to date is highly relevant to an in-
quiry into the general impact of a new foreign-aid program because,
at the levels of new foreign aid under discussion, the export surplus
in the future will be lower than it has been in the recent past while
our total domestic output of goods and services will probably be
hither in future years.

The size of the export surplus furnishes a general measure of impact,
since it represents the excess of goods and services sent abroad over
the goods and services that we import. In 1948, totd exports were
15.3 billion dollars ard the export surplus was 8.1 billion dollars. In
the second quarter of 1947, total exports reached a peak annual rate
of 21 billion dollars, imports were about 8 billion dollars, and the
export surplus rose to an annual rate of 18 billion dollars, but in the
third quarter exports declined to an annual rate of 18.3 billion dollars,
and the export surplus to 10.8 billion dollars.

Since the end of the war, Government financial aid to European
countries has financed about four-fifths of their excess of purchases
from us in 1946, and nearly all of it in the second quarter of 1947.
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The large part of the export surplus financed through our foreign-
aid program has reflected economic conditions in Europe and the
depletion of their buying resources. Since the end of the war, the
Government has financed about one-third of our exports to the world
as a whole, and about two-thirds of our total export surplus. The
impact of aid has, therefore, been substantially less than that w e
total export surplus.

EirFFE or PAst Am oN DoMETIo CoNsuMmo

The size of the export surplus to date has naturally decreased the
amount of g(ds available for domestic consumption. But it has not,
in view of the tremendous increa.e in American productive capacity
during and since the war, prevented the American consumer from en-
joying a general standard of living far above any prewar level.
Actual domestic consumption of most significant items io now far
higher than before the war. For example per capital consumption of
meat has risen from 125 pounds a year in the prewar period to an esti-
mated 155 pounds for 1947. Such shortages of goods as we experience
reflect unparalleled levels of domestic demand based on high national
Income.

Emon e oN Pacz LEVE TO DATl

The high foreign demand has added to the inflationary pressure on
prices, but the much larger domestic demand has been the principal
cause of the upward pressure. Prices remained stable during the
second quarter of 1947, when the export surplus reached its peak. In
the third quarter of this year, although the export demand has been
diminishing, it has played an important part in the increases in grain
prices, due to high foreign demand for wheat in the face of adverse
crop developments. Grin price increases have spread to livestock
and other food products. But even for food, the sharp rise stemmed
largely from the exceptionally high domestic demnd. Looking at
the economy generally, price inflation has been caused mainly by
domestic factors, but shortages of specific commodities present different
problems as will be shown later.

T=x GzErE IMPACT OF A Nzw Fonax-An Pwu

In the absence of a new foreign-aid program, it is likely that our
export surplus would sink to an annual rate of 4 to 5 billion dollars
by next year, contrasted with the 18 billion dollar annual rate in the
second quarter of 1947 and an estimated current annual rate of about
10 billion dollars Assuming that our imports remain at approxi-
mately the current level of about 8 billion dollars a year, our total
exports during next year would sink to an annual rate of 18 billion
dolars or less, compared to an annual rate of 21 billion dollars in the
second quarter of 1947 and an estimated current annual rate of about
18 billion dollars. The major reductions would occur in our exported
to Europe.
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While this rapid reduction in exports would probably not inflict
serious short-run damage on our own economy, substantial problems of
readjustment would be-generated. Moreover, the industrial paralysis
which could be expected to result in some other countries would have
repercussions of major proportions upon our own economy and upon
world stability.

The report assumes for illustrative purposes a foreign-aid figure
based upon the Paris Conference report which would reach a maxi-
mum annual rate of 8 billion dollars during the first year including
about I billion dollars already authorized, and which iould produce a
maximum export surplus of about 12 billion dollars a year. This
would mean total exports at a peak of not more than 20 billion dollars
a year, asswning 8 billion dollars of imports. Since these levels are
lower than those reached during (te sand quarter of 1947 and would
decline appreciably from year to year, it follows that the export sur.
plus resulting from any future foreigm-aid progr m will at no time
equal, and for most of the time will be subsmtially less, than levels
which have been reached during the current year.

In view of the long-run prospect for increasing American output
if maximum employment and production are maintained, these facts
lead to the conclusion that the general impact of a new foreign aid
program of the assumed size upon the Ameuican economy could be
sustained because a larger impact has already been sustained. The
report stresses, however, that problem raised by specific commodi.
ties in relatively short supply could distort or overturn this generally
optimistic picture if not-dealt with effectively.

T=mi Pamux or Sncinc Couomrr=

Food, steel, industrial and agricultural machinery, coal, and fer-
tilizer are items of key significance because foreign demand for these
goods is especially urgent whereas they are in relatively short supplymn this country.T timpa o the grain 8ho'tage.-The food situation is the most

serious. The problem stems from a very short corn crop at home,
coinciding with a bad crop year for food grains in Europe. Although
the domestic wheat crop was at a record-level, adverse corn crop do-
velopments and high meat prices have provided incentives for feeding
large amounts of wheat to livestock.

Exports of wheat will need to be maintained at recent levels. At
the same time, the domestic demand both for grains, and for meat,
poultry, and other food continues to be very high despite record prices
Food price increases have already become serious, and further food
price increases would decrease the value of each dollar of foreign aid
extended, work additional hardships upon American families of low
or moderate income, and threaten an inflationary price-wage spiral
which could adversely affect the whole economy. If wheat exports
continue at the levels set by foreign need and if the domestic demand
for food remains at or near its postwar level, conservation and other
measures to regulate use and hold prices in check will be needed in

99



THE EUROPEAN RECOVERY PROGRAM

this country. With such measures to maintain healthful nutritional
standards the supply hem would be adequate to serve nutritional and
other needs mtisfactorily although not luxuriously.

Steel and steel prodwtws.-Our total production of rolled-steel prod.
ucts during the first half of 1047 was at an annual rate of more than
62 million short tons, contrasted with less than 35 million tons in 1939.
Although exports rose from about 2h million tons in 1939 to an an-
nual rate of 3 million tons in the first half of 1947, the amount of
steel available for domestic consumption is much higher than before
the war. But owing to the enormous increase in our steel-using indus-
try, the relative steel shortage is of serious proportions, and there is
not much prospect of large increase in production in the short run.
The chief danger here is tlat this suppl) situation may be translated
into further increases in the price of steel and steel products which
would give an additional inflationary impetus to the whole economy.
High domestic and foreign demand for industrial and agricultural
machinery is closely connected with the steel problem.

The general conclusion regarding steel as well as food is this:
Whether the doniestic situation worsenm considerably or progresses
satisfactorily depends upon the use of vigorous, affirmative measures
to assure distribution to the most urgent uses and to prevent a spiral-
ingof prices. 0

ota and fertilizer.-In the case of coal and fertilizer, for which
there is a large foreign need to quicken the process of economic restora-
tion, the domestic economy can well afford to continue or even increase
shipments of these conmnodities. Domestic shortages are not serious
(for coal, the problem is mainly one of transportation) while ship-
ments abroad will lessen the demand for other imports by hastening
the revival of production in Europe.

FISCAL IMPAur or FORETWO AID

Foreign Aid to date has been financed with revenues derived from
taxation and not through increasing the national debt. This policy
should continue so long as our own economy continues to operate at
high levels and under inflationary pressure. Even had there been a
smaller foreign-aid program in the past, and even without a new
foreign-aid program, it would be undesirable to reduce the level of
taxes while such pressures exist. On the other hand, from the budget-
ary standpoint, a new foreign-aid program should not call for in-
creased taxes. Further, since the general impact of a new foreign-aid
program would be less than the recent impact of foreign aid, such a
new program would not increase inflationary pressures above recent
levels and therefore would not call for still higher taxes as an anti-
inflationary measure. The amount of exports financed with Govern-
ment aid has ranged between 2 and 3 percent of our gross national
product, and will be less in the future and our general financial capac-
ity to support such a program cannot be questioned.
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SoME LoxG-RANGE ImpLICATioNs or FoRIs AID

IL j the extent that aid is provided through loans these can be repaid
only through restoration of the export trade of other countries. This
will expose American industry to added competition, a test which must
be faced. Some outright gifts to meet emergency demands, however,
will more rapidly qualify these countries for loans from the Interna-
tional Bank and private sources and more rapidly restore a well-
balanced world trade.

In the longer run, the economic restoration of Europe will benefit
our own economy by enabling us to obtain more goods by advantageous
trade. On the other hand, a cessation of foreign aid would force an
economic reorientation of Europe which would be detrimental to our
economy.

SOIJTENING THE IMPACr OF FOREIoN Am

A new foreign-aid program will have a severe or a moderate impact
on our economy depending upon t'ie domestic measures we adopt.
These measures involve both the administration of foreign aid and
related questions of domestic economic policy.

The seriously inflationary consequences that would result from mis-
management of the situation in such commodities as food and steel
require selective distribution to the most necessary domestic and
foreign uses. The two types of uses are interrelated, because the
demand in both cases takes place at the same strategic spots in the
American market. The consequences can be dealt with effectively
only through careful coordination of all measures undertaken.

The relative shortages of specific commodities require export con-
trols, allocations for domestic use, discouragement of misuse or ex-
cessive use, efficient transportation and distribution, and the curbing
of speculation and hoarding of goods. i

The general inflationary threat resulting from the combined impact
of foreign and domestic demand requires the continuance of tax
revenues at present levels, maximum economy in Government expendi-
tures, stimulation of saving, and the enlargement and aggressive use of
measures to control dangerous expansion of credit.

The proposal for new foreign aid requires that we face with greater
wisdom and courage than ever before the dangers to our whole economy
that are now revealing themselves in the form of relative shortages and
inflationary pressures at strategic spots in the economy. The fOrei-
aid program compels us to face certain domestic problems square,
but remedial and preventive measures available to us are adequate if
we have the courage to use them.
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7. OFFICIAL SUMMARY OF *EUROPEAN RECOVERY AND
AMERICAN AID" BY THE PRESIDENT'S COMMITTEE ON
FOREIGN AID (HARRIMAN REPORT)'

(Released November 8, 1947)

PmNOnU1

The President's Committee on Foreign Aid was asked to determine
the limits within which the United States could safely and wisely
extend aid to western Europe. It has approached this assignment
in a spirit of realism

We beliere that the future of western Europe lies very much in its
own hands No amount of outside aid however generous, can by
itself restore to health the economies of the 16 nations which met at
Paris in July. Except in western Germany, wvhre the United Stated
hs direct governmental responsibilit the access of any aid program
depends ultimately on hard work and straight thinking by the people
and the governments of the European nations themselves. The 16
nations, and western Gemany, comprise over 278,000,000 men and
women. They poses great agricultural and industrial resources.
Even at its present depressed state, the production of this area is
vastly greater than any aid which this country can provide. Such aid
must bi viewed not as a means of supporting Europe, but an a spark
which can fire the engine.

The C0 Lmittee is also aware that the volume of aid required from
the UnitMd Stats is of such proportions that it will place a sub.
stantial .urden on the people of the United States. For all its
resources, The Uniteu States is no limitless cornucopia, The popula-
tion of this country represents something less than 7 percent of the
population of the world. This cornetry has heavy responsibilities at
home as weil as in Europe, in Asia and in our own hemisphere. The
aid which we give represent, to be sure1 only a small fraction of
our total production. But at the present time, there is no slack in the
American economy and every shipment abroad of scarce goods.-
especially food which Europe must have-adds to the inflationary
pressure at home.

The Committee regards as nonsense the idea which prevails to a
considerable degree in this country and abroad that we need to export
our goods and services as free gifts, to insure our own prosperity.
On the contrary, we are convinced that the immediate economic danger
to the United States is inflation, wbich means, among other things, a
shortage, of goods in relation to demand. We believe that our goal

'Parts I and 2, Summary and General Report; part 8, Speeial Reports. waslingtoa,
D. C., November 1947. Mtmeoiraphed. About 879 pages.
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should be to bring about a condition where exports from th;s country
are more nearly balanced by a return flow from abroad of serices
and materials essential to our own economy. We also believe that the
European nations desire to achieve such equilibrium in the interests
of their self-respect and prosperity. To make this equilibrium pos.
sible should be a major objective of any program of aid.

The interest of the United States in-Europe, however, cannot be
measured simply in economic terms. It is also strategic and political.
We all know that we are faced in the world today with two conflicting
ideologies. One is a system in whipl individual rights and liberties
are maintained. The opposing system is one where iron discipline by
the state ruthlessly stamps out individual liberties and obliterates allp ition.
O us position in the world has been based for at least a century on

the existence in Europe of a number of strong states committed by
tradition and inclination to the democratic concept. The formulation
of the Paris report is the most recent demonstration that these nations
desire to maintain this concept. But desire is not enough. The demo-
cratic system must provide the bare necessities of life now and quickly
rekindle the hope that by hard work a higher standard of living is*attainable. If these countries by democratic means do not attain an
improvement in their affairs they may be driven to turn in the op-
posite direction. Therein lies the strength of the Communist tactic:
twins by default when misery and chaos are great enough. There

fore the countries of western Europe must be restored to a position
where they may retain full faith in the validity of their traditional
approaches to world affairs and again exert their full influence and
authority in international life.

2. POLIOIES

The success of any program for aid which may be adopted will
depend on the policies which this country and the European nations
pursue. It should be made a condition of continued assistance under
such a plan that the participating countries take all practicable steps
to achieve the production and monetary goals which they have set for
themselves in the Paris report. Failure to make genuine efforts to
accomplish these results would call for cessation of further assistance.

However, aid from this country should not be conditioned on the
methods used to reach these goals, so long as they are consistent with
basic democratic principles. Continued adherence to such principles
is an essential condition to continued aid but this condition should not
require adherence to any form of economic organization or thd aban-
donment of plans adopted in and carried out in a free and democratic
way. While this Committee firmly believes that the American system
of free enterprise is the best method of obtaining high productivity, it
does not believe that any foreign-aid program should be used as a
means of requiring other countries to adopt it. The imposition of
any such conditions would constitute an unwarranted interference
with the internal affairs of friendly nations.
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The gwls which the European governments have set for themselves
and with which our Government may legitimately concern itself are
conditioned by the nature of the European economic problem. The
reasons for the inability of western Europe to balance its accounts
with the rest of the world at the present time are generally under.
stood and are ably analysed in the CEEC report. Western Europe is
cut off from the food and supplies which flowed from eastern Europe
before the war. Foreign investments and shipping revenues have
been lost. The costs of essential food and raw material imports have
risen and are still rising. To overcome these disadvantages European
production must expand well above prewar levels; yet in important
industries, especially coal mining, and important areas, especially
Germany, it is lagging badly. It is the judgment of all competent
observers that these troubles flow from an acute shortage of working
capital and from the serious disintegration of organized economic
life rather than from wartime physical destruction. Working capi-
tal in the form of fuel, raw materials, and food is needed to sustain
Europe until its production is built up. Some capital equipment is
needed to further the rehabilitation of industry. An effective restora-
tion of the purchasing power of money is essential to the resumption
of ordered economic life.

The Paris report cannot be praised to highly for its emphasis on
this point. It clearly states that European production can expand
only as currencies and exchange rates are stabilized, as budgets are
balanced, and as trade barriers are reduced. Postwar experience has
abundantly proved that if money demand is vastly in excess of the
supply of goods, the effects of "repressed inflation" are almost as bad
as the disease itself. Germany is merely the most horrible example
of an attempt to restore economic life without giving people a money
they can trust. In this situation the rapid spread of black markets
undermines the res ect for law. normal monetary incentives cease to
operate. The worker has no just reward for his labor and the farmer
refuses to sell his produce. Resources are dissipated. Trade degener.
ates to barter.' Controls tend to become self-perpetuating.

Achievement of monetary stability would allow a gradual restora-
tion of normal incentives and a gradual return to a system where indi-
viduals, and enterprises, both public and private cait operate in
markets. It would also allow the stabilization oi exchange rates,
which is all but impossible so long as inflation proceeds apace. It is
obvious that this situation makes balance of payments problems that
much more difficult. The Committee believes that in the near future
some adjustment of exchange rates must be made. The prelude to
that is internal monetary reform.

The Paris report rightly emphasizes the need for scaling down
restrictions on trade between countries. But the reduction of tariffs
is of little moment if exchange controls and other controls have to
be maintained indefinitely. Whatever one's attitude toward plan.
ning and free enterprise may be, there is all but universal agreement
that true economic recovery depends on releasing the energies of
individuals and cutting down on tiie-coilsuninig regulation of
production and distribution.
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8. NERDS AND CAPAC'

In emphasizing these points, the Committee is simply making ex-
plicit the principles that are imbedded in the Paris report.' It does
not wish to imply that confidence in currencies can be restored with-
out increased production abroad combined with substantial injections
of American aid. It believes that the need for holding inflation in
check in this country and in Europe bears directly on the magnitude
of the aid we can and should extend.

The Committee found little evidence that the goals set at Paris to
restore standards of living were excessive in terms of basic neces.
sities. Even if all the estimates submitted at Paris were to go,
through as planned, Europeans would not be eating as well in 1951
as they ate in 1938. If food were available, it would pay to meet
these estimates in full in the interest of political stability. This is
especially true in the case of western Gezmany where more food is
essential to secure more coal production and the revival of an
economy now obviously on dead center.

The Committee, however, is not convinced that the participating
nations at Paris were wholly realistic in their plans for capital!
expansion. On the first point, it is obvious that if Europe is to be
revived and made self.supporti-if our aid program is not to
degenerate into just another relief, program-the European nations
will have to rehabilitate their capital plant. But it cannot be too
strongly stated that the process of investment and capital formation
imposes a severe strain on the country undertaking it. It means the
introduction of money income into the economy, with no comparable
output of consumer goods to sop up this purchasing power. This
process is highly infationary. To the degree that capital goods are
sent to Europe from the United States, it is true, the strain is trans-
ferred from European economies to our own. Nevertheless, the sec-
ondary effects of large capital programs should not be overlooked.
At the present time, gross investment in the United States is running
at about 17 percent of total national product at the height of a boom.
Some of the European nations have attempted to exceed this rate. It
seems unlikely that Europan nations can prudently afford to sustain
capital formation on as large a scale as they have planned. What
thi means in effect, is that housing programs and capital develop-
ment may have to be slowed down until European recovery is much
more advanced than at present.

In addition the program written at Paris may have to be modified
by a shift in the amounts going to the separate countries. As this
shift is made, we believe that the amount of aid allotted to Germany
may have to be higher than was set at Paris. This Committee wishes
to state emphatically that the overwhelming interest of the United
States is to prevent the resurgence of an aggressive Germany. The
fears of neighboring nations are thoroughly understandable. On the
other hand, it is generally admitted that the revival of Ruhr coal out-
put. along with the increase in British coal output, is the crux of the
problem of getting western Europe back on its feet. Apparent sav-
ings to the American taxpayer, accomplished by spending too little
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money on Germany, have thus far been more than offset by the conse-
quent deterioration of the general European economic situation.

The final determining factor in the size of a prudent program is the
availability of commodities in this country. The Committee has can.
vassed such availability in detail. At the Paris Conference, it was
concluded that the Western Hemisphere simply did not have the food
resources to supply all of the estimated needs As against estimated
need for 85 million tons of grain, the Paris Conference conceded that
25 million tons was the maximum which could be obtained from the
outside world with about 9 million tons coming from the United
States. In 1947, the United States will probably export some 15 mil.
lion tons of grain with about 9 million tons goin to Europe. In view,
however, of the poor American corn crop and the lack of fill rains, caly
a most favorable crop year in 1948 would make any such performance
possible.

With a number of other commodities, the situation is only a little
lesestringent. Steel and the steel-making materials, especially scrap,
are in particularly short supply in the United States. Because it is
a basic industrial material, the effects of this shortage are pervasivl
Coal exports at a high rate are possible, though they are imposing a
strain on the UnitedSLates transportation system and there may be
a few shortages in the coming winter. The margin between supply
and demand of petroleum products is very narrow in this country.
The European countries do not expect to import this commodity from
the United States in volume? but the shortage, like that of steelprod.
acts, is world-wide. There is little likelihood that these requirements
set forth at Paris can be met.

The situation is much the same in regard to most of the items of
machinery and equipment the European nations need. In the middle
of an agricultural boom the demand of American farmers for farm
machinery is well beyond the capacity of the industry. As to mining
machinery, coal output is at a high rate and American mine operators
are buying as much machinery as they can obtain. Heavy electrical
equipment of all kinds is perhaps the tightest industrial item of all.
The story is much the same for certain of the basic raw materials.

These remarks do not imply that the United States can do little to-
ward the rehabilitation of Europe. European governments and pri-
vate firms have placed large orders in the United States for indus-
trial equipment. A voluntary food-conservation program has been
initiated to make food available for export. In spite of shortages here,
manufacturers of automobiles and farm machinery are voluntarily
maintaining exports. If funds were available to finance European
purchases and if European requirements were known in detail exports
could at)east be maintained, and in many cases stepped up. I[n over-
.all terms, a foreign-aid program would not even require the main-
tenance of present rates of exports. The conclusion that does emerge
from the examination of particular markets for particular commoi.
ties is that supply will be a limiting factor in many cases and that many
European requirements cannot be met in full.
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4. Tn MAGNTuDz orAM2IOA AIm

On the basis of revised estimates of European imports and exports,
the Committee calculates that the cost of the European aid program to
the Government of the United States would be aliout 5.75 billion dol-
lars for the first year, and between 12 and 17 billion dollars for th'
whole program here suggested.

These figures are not. comparable to those contained in the Paris
report. The latter are estimates of the deficit the participating Euro-
pean countries would incur in their trade with the Western Hem-
isphere. They measure the margin by which the European countries
expect their payments in dollars for goods and services imported from
the Western-Hemisphere to exceed their receipts in dollars.

The Paris estimates of imports have had to be revised downward
mainly on the grounds of unavailability of goods. To the extent of
this revision the estimated cost of the program was also reduced. At
the same time it was necessary, on grounds of realism, to revise down-
ward the European estimates of exports and to modify the figures in
a number of other ways which increase the cost. The result was an
estimate by the Committee that the balance of payments deficit would
be I billion to 1.5 billion dollars lower in the first year and possibly
as much as 5 billion dollars lower for the whole plan than that con-
tained in the Paris program.

The Committee's estimate of the cost to the United States Govern-
ment is a smaller figure than the foreign-trade deficit. First, a de-
duction must be made for the part of the program that can be
financed through the International Bank. Second, there may be
private financing. Third, a large part of the European deficit with
the American Continent is with countries other than the United
States. In its own interest, the United States will probably have to
supply funds to cover a part of this deficit but we should not have to
finance it in full. When allowance is made for these deductions, the
resulting figures are those given above for the cost to the United States
Treasury.

It is helpful to compare the figures for the cost to the United States
Government with what the United States has been doing for Europe
in the past. Before the run on sterling in July the annual rate of
withdrawals on the British loan was about 2.6 billion dollars. In
addition, in the first half of 1947 the rate of withdrawal on other
European aid progirms--relief, UNHRA, and special grants-was
about 2 billion dollirs. In 1947 the United States assunid only half
of the cost of German occupation, but in 1918 it seems likely that it will
have to assume the whole burden, amounting to about 1 billion dollars.

When all these factors are taken into account, the program of aid
proposed for 1948 proves to be a moderate increase on what tle United
States has in the recent past been spending in Europe and what will
probably have to be expended in Germany in any case. In addition
the program calls for increased lending operations by the Interna-
tional Bank.

Looking to the years beyond calendar 1948, the Committee em-
phasizes that any estimates are altogether speculative. The American
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people have an understandable interest in trying to ascertain the drain
on their resources iin the future. But it is totally impossible and in-
deed unwise, to attempt to calculate this with accuracy. Te Paris
conference suggested that the total European foreign exchange deficit
for the 4-year period 1948-51 would be about $22,00D,000,000. The
Committee's estimates range from $17,000,000,000 to $23,000,000,000.
When deductions are made for various types of financing the range of
possible appropriations would be $12,000,000,000 to $1N,000,000,000.
But the Committee cannot emphasize too strongly that any aid ex-
tended to Europe must be on a year-to-year basic It must be subject
to constant, vigilant review of the Congress.

5. FxxAxes Aim ADMiNiRATroN

Even to carry out a prudent program in 1948 entails the execution
of certain fundamental policies on the part of the United States Gov-
ernment and the most careful administration. The Committee be-
lieves that any aid to Europe offered by the United States should be
financed out of taxes, not out of borrowing. The maintAnance of a
surplus in the United States Treasury is a necessity in thi- Anflationary
period.

A foreign-aid program will require means to make available goods
that are in short supply. Voluntary measures should be relied upon
wherever possible. If and when they are not, the Glovernment will
probably require authority to set priorities in order to insure the
availability for export of limited amounts of the items most critically
needed. It might also have to issue limited orders to control consump-
tion of critical materials such as those still in effect for tin. Especially
in the field of food it might be necessary to use the device of requiring
that limited quantities be set aside for export.

It must be emplsized that these suggestions apply only to the for-
eign-aid program and not to the broad problem of inflation. The Com-
mittee is convinced that inflation is a serious deterrent to the stability
of the American economy but any consideration of a program to con-
trol inflation would have been beyond its competence and its terms of
reference.

The Committee is convinced that the administration of the pro-
gram is of primary importance because it will be necessary, for reasons
given above, to adjust the program as it goes forward. To insure
unity of administration, it is recommended that a new independent
agency be set up in the Federal Government. The head of this agency
should be appointed by the President and confirmed by the Senate.
A board of, directors should be appointed, representing the depart-
ments of Government concerned with the program, including the Sec-
retary of State and such other persons as the Congress may see fit to
add.

The head of the new organization should be chairman of this board
which should have power only to establish and adjust general policies
within the framework of congressional action.

The operating decisions should be made by the head of the new
organization, but it will be necessary for him to work out effective
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means for cooperation with the State Department concerning these
major decisions which have an important bearing on the foreign policy
of the United States.

The closest possible relations should be maintained between the new
organization and the Congress. This is a question to be solved by the
Congre, but we suggest it might be done by a special oinmt comnttee
created for this purpose, as W the case of the Atomic Energy dom-
mission.

The new organization must have a chief representative in Europe,
reporting directly to the head of that organization, and responsible
tohim, to deal with the continuing committee set up by the participt.
ing countries, and also to coordinate the activities of the various local
representatives of the organization in those countries. In addition
representatives will be needed in the different countries. They wig
have to report to and be under the direct control of the head of the
new organization. But they should keep the Ambassadors in the
respective countries informed of their communications. In all cases
where there is necessity for taking up important matters with govern.
ments it should be done by the Ambassador to the end that there will
be only one diplomatic representative of the United States in these
countries. Due to the need for flexibility in the program, the Com-
mittee recommends that the corporate form of organization be given
careful consideration.

8. SUMMARY

The basiq conclusions of the President's Committee on Foreign Aid
may be summarized as follows:

1. The hope of western Europe depends primarily on the industry
and straight thinking of itz own people.

2. The United States has a vital interest--humanitarian, economic,
strtegic, and politi~al-in helping the participating countries to
achieve economic recovery.

8. The aid which the United States gives will impose definite sac-
rifice on this country.

4. The magnitude of western Europe's deficit with the American
Continent in 1948 will be of the 'order of $7,000,000,000, but when
all possibilities of financing are taken into consideration , the approxi.
mate need for appropriations past and future to cover the calendar
year of 1948 may be on the order of $5,750,000,000.

5. The extension of such aid, now or in the future, calls for anti.
inflationary fiscal policies on the part of this country, and a new
agency to administer the aid extended. /

As a final word, both on the magnitude of the program recom.
mended and on the policies outlined, it is well to bear in mind that
success depends on giving way neither to over-optimism or to undue
pessimism. It is one thing to propose a prom, it is another to see
through. The immediate months andiniM years ahead are not
apt to be easy either for this country or for the European nations.
It is not wise to underestimate the steepness of the climb.
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By the same token, however it is essential to maintain perspective.
The years following World War I were years of intense dislocation
and dissolution both at home and abroad. Yet, by 1924, Europe,
which seemed totally disorganized in 1919, was well on its way to
recovery. Even more in point would seem to be the wartime ex-
perience of this Nation and other democracies. In 1940, it seemed
inevitable that a large part of what we call western civilization was
irreparably loot. In late 1941, following Pearl Harbor, the fortunes
of this Nation were at an all-time ebb. Yet 4 years later, complete
victory had been gained, American arms stood triumphant in the
east and in the west, and it was obvious that the United States had
entered into a new period of power, prestige, and responsibility. The
following years have contained many disappointments. Wartime
alliances have melted away. Yet it is safe to say that at no time in
history has there been more need for western Europe and the United
States to stand firmly together. And who will say that, if we apply
to the making of the peace the same spiritt which triumphed in war
we may not see an equally dramatic vindication of the ideals and
principles of free men everywhere? /





7a. THE MAGNITUDE OF THE PROGRAM

(Se. 7 of Part H1 of "European Recovery and American Aid" by President's
Comntittee on. Foreign Aid)

A. NATU, oF TUZ CALCULATIOnS

The analysis in section IV on requirements and availabilities indi-
cates limits on the quantities of a number of key commodities that can
be made available to Europe.... It is now urgently necessary to
estimate the over-all cost and it is understandable that Americans and
Europeans attach great significance to any such estimate, whether it is
the CEEC estimate as a measure of European need or an American
estimate as a measure of what the United States can undertake. This
section of the report sets forth estimates of over-all magnitude ....
But in presenting them, the Committee wishes to make two observa-
tions, both of which are warnings against overemphasizing the im.
portance of any such figures of over-all dolar magnitudes.

The first observation is that, while total magnitudes have to be ex-
pressed in dollars, the basic decisions should be made not in terms of
amounts of money but of quantities of goods. This has nothing to do
with administration. It does not mean that any part of a program
of American aid should necessarily take the form of the supply of
commodities rather than the transfer of funds. It is rather a way
of emphasizing the fact that the real cost to the people of the United
States depends upon the amounts of goods and services supplied; that
is, the real wealth transferred to the governments and people of other
countries. It does not depend upon the. size of entries in books of
account.

The second observation has to do with the nature and imperfections
of the figures. The amount of American aid required can be estimated
only by calculating the foreign exchange deficit of the participating
countries. To make such a calculation even for a limited period it
is necessary to engage in a kind of economic forecasting which is sub-
ject to a wide range of error, no matter how honestly and carefully
done. An estimate o. what Europe will actually iniport must tale
account of the availabilities of supplies elsewhere in the world. Euro-
pean exports depend directly upon production and that, in turn, upon
imports. Unpredictable though they are, Europe's imports, exports,
and production can be more reliably forecast than can the prices at
which European exports can be sold and the prices that will have to
be paid for imports of food and raw materials. Yet a change in the
forecasting of any one of these alters the estimate of the foreign
exchange deficit.

Because of the inherent impossibility of narrowing the margin of
error to a tolerable size, no honest man will try to decide at this time
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how much aid Europe will need and how much it would be wise for
the United States to give for a period as long as four years. Graveconsequences would )low from any ill-advised attempt to achieve a
finality for which there is no basis. A rigid ceiling set too low would
provoke another crisis ;one set too high would encourage waste. Nor
is finality necessary. Presumably, funds to cover most of whatever
program is approved will be provided by congressional appropriationor by a public corporation whose annual budget. would be subject to
ongressional review. Hence, the final decia-ion will be made year by

years administratively, the unpredictability of the need will be recog-
nized. However the American people have a tight to know what is
likely to be the ultimate cost of any commitinevt upon which they en-
ter. A cordingly the estimates presented here are in the form of a
range of possibilities defined by an upper id a lower limit rather.
than in terms of a specific figure. Estimates L-u this form of the mag-
nitude of the whole program must be supplemented by more precise
figures covering the fr year.

B. T=E Bunmzr ox TH UnrT SrATEs Tahsuar

The committee believes that the burden on the United States Treas-
ury in the form of grants and loans would be approximately 5.75 bil-
lion dollars for the irst calendar year of the program and bews 12
and 17 billion dollars over the whole 4-year perod. If Ameirican aid
is promptly made available so that the calendar year 1948 mary be
taken as the first Tear, the unexpended portions of appropriations
already made for aid to the participating countries will cover a part
of the cost. It is estimated that approximately three-quarters of a
billion of such funds will remain which would reduce the amount of
new appropriations needed to approximately 5 billion dollars

These figres do not represent the full foreign exchange deficit of
the participating countries. The way they ar calculated is sum.
married on the following pages in table I for the year 1948 and in
table I for the years 194841. The first step is to estimate the imports
that the European countries will need from the United States and
from Canada and Latin America. This is the major cost that the
countries in question have somehow to cover in currencies other than
their own. Next, it is necessary to estimate the participating countries'
exports to the Western Hemisphere. To the extent of their expor
they will be paying for their imports with their own production.
Although exports and imports are the two largest elements in the
balance of payments, there are other costs they will incur and other
revenues the will receive in the currencies of the Western Hemisphere
countries. One cost is that of supplies for dependent territories.
Another is for services of all kinds, especially shipping services. The
revenue items include earnings on their remain investment. in this
hemisphere and what we pay for shipping and other services. All of
these items are summed up in the third and fourth lines of tables I
and II. The result is a figure for the estimated balance of payments
deficit which measures the excess of the coets that must be met by the
participating countries in the Western Hemisphere over their revenues
fo the Western Hemisphere.
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It is impossible to go further in the calculation without encounter-
ing a major complication. Plainly, the size of the Europemi balance
of payments deficit will very directly affect the prices the European
countries will have to pay for European imports. If prices decline,
they will be able to buy needed food and raw materials more cheaply;
if prices stay at present levels or rise further, their imports will cost
them proportionately more. The CEEC made its calculations on
the basis of an assumption the committee believes to be unrealistic.
However, to rest any conclusions on any specific assumption as to
the behavior of prices introduces into them an unpredictably large
element of uncertainty. Therefore, two alternative assumptions have
been employed. One takes account of the present high prices and
allows for little price decline in the next four years. The other is
the optimistic assumption employed by the CEEC that the prices the
European countries pay for their imports will decline steadily. The
estimate of the balance of payments deficit has been adjusted on the
basis of each of these two assumptions and the adjusted figures are
those in lines 8 and 9.

The resulting adjusted deficits are considerably larger than the
estimated burden because they will not have to be covered in full by
grants or loans from the United States Government. In order to
arrive at the cost of the program to the United States Government at
least three deductions must be made from these figures. First,
whatever dollar funds the International Bank makes available for
the financing of capital development programs will serve to make up
a part of the deficit. Second, unless it is contemplated that the
United States Government shall make up the entire balance of pay-
ments deficit incurred by the European nations in their trade with
Canada and Latin America, a further deduction can be made for
that proportion of it that is covered in some other way. Third, there
will almost certainly be some private capital funds available to finance
European governments and enterprises, especially in the latter part
of the period. The American corporations that have branch plants,
for instance, will probably have to provide some such funds. Effec-
tive monetary and exchange stabilization would make some European
private dollar balances available. A successful recovery program
will certainly place a number of the European governments in a
position to go to the private capital market before the four years
have elapsed. These deductions should total between 1 and 1.25
billion dollars in 1948 and from 4 to 5 billion dollars over the 4-year
period. The estimates set forth above of the burden on the Treasury
are arrived at by making these deductions from the adjusted balance
of payments deficits.

The final results appear in lines 11 and 12 of tables I and U. As to
the cost of the whole 4- ear program, the lowest figure arrived at by
the most favorable combination of assumptions is 19.7 billion dollars,
the highest is 17.2 billion dollars. There is a similar range of possible
estimates for the year 1948. However, certain possibilities as to the
first year can be discarded as highly unrealistic. It seems particularly
unlikely that European imports can be bought during the next 12
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months at the prices that prevailed last .July, in view especially of the
large increase in the price of food that has taken place since then and
the world shortage that seems certain to continue for another year at
least. Consequently the range of flgu me for the cost to the Treasury
that is believed by the Committee to be relevant is from about 5.5 to
just over 6 billion dollar& It is recommended that planning proceed
on the basis of the figure of 5.75 billion dollars as stated above.

C. EUROPUAN 1oTs

This statement of conclusions needs to be supported and explained
by some reference to the underlying estimateL 1t is logical to begin
with the figures for European imports Certain import requirements
appear to Wave beexi overstated even as requirements. However, those
foi foodstuffs and for most consumers goods have not, and probably
raw-material requirements are reasonable as such. But certain of the
figures for capital goods and equipment are decidedl high. The most
extreme case is that of agricultiral mainery. The amount stated
to be required is so large that there is the gravest doubt as to whether
it could 1e utilized by the importig countries even if it couldph V i-
cally be made.available and its import could be financed. Mining
machinery is another case in point. Although a high priority is and
should be attached to expanding coal production, highly competent
study by the European c6al organization suggests the requirement may
be lower than that stated by the CEE.

Far more serious than the overtatement of needs is the revision
m import estimates required by limitations on supply in the United
States and elsewhere Total food and fertilizer imports will almost
certainly be 3 to 4 billion dollars Jess over the 4-year period than those
proected in the Paris program. The supply limitation will be serious
in te case of cotton and nonferrous metals and it will be the con-
trolling factor with rega to shipments of many types of equipmentand michiner from the United Sta

Revised estimates of imports are set forth on the following Page in
table I in comparison with the Paris figureL As the margin be-
tween the two alternative sets of revised estimate@ indicates, e is

eater rtain concernig imports from the Eastern HemisphereThose from Canada and Ltin America or from the United
States. Total imports from the United States for the 4-year period
are estimated to be from 2.5 to 6 billion dollars lower than estimated
by the CEEC when adjusted in the light of supply possibilities. How.
ever, the revised figur for shipments from other Western He m
destinations range from thre-qurters of a billion below to 1.5 billion
dollars above the CEEC figures. The Paris estimates of what would
be available from Canada and Latin America would appear to have
been more realistic than their appraisal of the supply position in the
United States.
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TAxt XJIB.-Boamated impore of 16 partfIpating crAwtre and WOWa
lermany awm4np low ,iabUit-4CrtlnueG

[In blUlons ot delars)
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?. MngmcInery- so
9. Petroleum equipment ................. 78 ) 3M (8 I
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D. EuRopuAN Expom

It is more difficult to make any reasonable estimate of European
exports. Since the physical availability of supply will be the limit-
ing factor on imports in so many cases, a basis exists for determining
what may reasonably be expected. However, European export
capabilities depend primarily on European production. There is
little doubt that European exports were overestimated in the Paris
report, probably by a rather large percentage. Domestic production

Ioals set forth in the Paris repoit are generally on the optimistic side.
% evidence of recent production rates and recent exports suggest

that it will be difficult for the Europeans to reach the goals they have
set. A small percentage decline in domestic production may be suf-
ficient entirely to wipe out an exportable surplus. Moreover, it would
be unwise for the European governments to maintain exports by im-
posing t.;o severe an austerity upon domestic consumers. Wholly
aside rom the intrinsic desirability of maintaining an adequate stand-
ard of living, some increase in the supply of consumers goods seems
almost essential to the restoration of production incentives. The at-
tempt to reach export goals if expectations of production are not fill-
filled will only add to the inflationary pressures that are responsible for
so many of the present dislocations in the European economy.

It appears impossible for European exports of finished steel prod-
ucts to reach anything like the Paris figures without very damaging
effects on their domestic steel-consuming industries. The textile in-
dustry may turm out to be another case. The world supply of cotton
does not appear to be adequate to permit operation of existing facili-
ties to capacity without which large exports could not be achieved.
The quantitative importance of this particular component is impos-
sible to gage because it is not separated out in the CEEC report. As
these two examples illustrate, the expectation of European exports as
large as those proected in the Paris report is not consistent with re-
duced estimates imports. The larger the reduction of imports im-
posed by supply limitations, the greater the reduction of exports. On
the basis of the smaller of the two alternative estbustes of European
imports in table 11, it has seemed realistic to cut the CEEC figures for
exports to the Western Hemisphere during the whole period of the
program by about one-sixth. In dollars the cut is 1.7 billion dollars.
Even taking the highest estimate of European imports, somewhat
lower export figure must be used to take account of specific shortages
such as steel ald cotton. The figures towd in arriving at a rough
calculation of the balance of payments deficit are given in tables I
and II.

E. PrIcEs

The exports and imports of participating countries will be the de-
cisive elements in their balances of payments. However, a third fac,
tor which will decisively affect the result is the relationship between
the prices the European countries receive for their exports and the
prices they have to pay for their imports. The Paris calculations
assume that price relationships will change over the next 4 years in
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favor of the participating countries To give effect to this assump-
tion, the figures for gross imports are reduced by 7, percent for
1949,10 percent for 1950; and 12% percent for 1951. The downwardadjustment in the cost of imports from the Western Hemishere
(shown in line 9 in tables I and 2) amounts to over 2% billion dollars
for the 4-year period.

In appraising the realism of this assumption, it should be borne in
mind that it implies a decline in the prices of food and raw materialsL more than the assumed reduction of 12 percent in the prices of all

uropean imports. Unless future price changes follow a totally differ.
ent pattern from any that have occurred in the pst, the prices of many
products will be relatively rigd even in the face of a decline in the
geeral price level. Specifically there is no reason to expect that

ohe dollar cost of most items oi machinery and equipment will be
sharply reduced. Most of the reduction ii the average cost of im-
ports would have to come about through a decline in the prices of foods
and raw materials. These flexible price items make up about a third
of CEEC's estimate of imports from the United States and more than
half of total estimated imports from al sources. Thus, the CEEC as-
sumption implies a decline in the cost of food and raw materials in
the order of 20 percent over the next 4 years.

This assumption is difficult to accept. It is pointed out in the sec-
tions of this report dealing with specific commodities that European
import needs in many fields cannot be met because of the unavailability
of goods. World supplies of grain, meat, and fats and oils will prob-
ably be iaduate for years Petro!eum requirements of the magni-
tude estimated by CEEC cannot be met because of the limitations on
world production, refinery capacity, ana means of transportation. The
story is the same with regard to many raw materials and manufactured
goods. This outlook for a continued shortage of the foods and raw
materials which Europe must import, which are also the goods with
the most sensitive prices, is not consistent with the assumption of a
pronounced fall in the prices to be paid for imports by the participating
countries. Moreover, the prices assumed by the CEEC for the first
year of the program are those of July 1, 1947. Thus, the starting
point is too low especially for foods. Realism requires an upward
revision for the isyear.

Although the CEECs assumption about prices is almost certainly
too optimistic, any specific alternative assumption would also be sub-
ject to an extremely wide maRn of error. Therefore, in recalculating
the foreign exchange deficit of the participating countries, two alterna-
tive assumptions about prices have been used to determine a range of
possibilities, as with exports and imports. The CEEC assumption
derives a certain authority from its use in the Paris report; it has
therefore been employed as the most optimistic alternative. To define
the less optimistic alternative, it has been assumed that prices in the
first year would be 7 percent higher than July 1,1947 and 7 per-
cent lower in the fourth year. The Committee believes that the actual
course of events will be much closer to the less optimistic assumption.
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F. Tazo WrrH no EATm HmSPHR

The only other factor of major importance in the calculation of the
balance of trade deficit is the treatment of trade between Europe and
the Eastern Hemisphere countries. The CEEC estimated that this
trade would be approximately in balance in the first year of fie pro-
gram and that the European nations would accumulate a surplus of
over 3 billions dollars in the course of the 4-year period. It further
assumed that this surplus could be used to reduce the foreign exchange
deficit expected to be incurred in trade with the Western Heiphee
A discussion of this point would lead too far afield from the text of the
report and it is deferred to the appendix on the magnitude of the
program in part III. The assumption actually used in the revised
calculations given in tables 1 and 2 is that only half of the Eastern
Hemisphere surplus could be applied against the Western Hemisphere
deficit.

G. SIGoNMcANcE OF TH EsIMATE BuDOlARt COST

If the estimates of the cost of the foreign-aid program to the United
States Treasury discussed in this section are to be seen in perspective,
it is necessary to be clear as to what the figures include. In the first
place, they include an estimate of the occupation costs incurred by
the United States Army in Germany and A,:stria, minus the direct
cost of United States troops and personnel. This item will soon be
running at a rate of over $1,000,000,000 a year. The net figures also
include items of the sort that have been financed in the past by the
so-called post-UNRRA relief program and, indeed, all forms of
United States Government grant or loan. For the first half of calen-
dar 1947, withdrawals and disbursements for relief, loan, and grant-
in-aid purposes in Europe, excluding the British loan, have been at
an annual rate of about $2 000 000,000 a year. Prior to the estab-
lishment of convertibility for sterling on July 1, and the run on
sterling, British loan withdrawals were at the rate of $1,800,000,000.
Taking the three items together, Germany plus other relief plus
British loan, it may properly be said that the United States has been
covering the European foreign exchange deficit at a rate of over
$4,000,000,000 per year. We know that we are committed to at least
one major continuing outlay for occupation costs. To this extent, at
least, the proposed program is not a net additional burden over and
above those which we would have had to bear in any case.

In the light of these comments, the Committee's judgment as to
magnitudes can be expressed in qualitative terms as follows: First, as
to the immediate future, what is required is the continuation and a
moderate increase of what the United States Government has been
doing, together with the initiation of large-scale lending by the Inter-
national Bank. Although this would not involve an increase in total
amount, the expenditures would be better directed and better con-
trolled as to destination and use, and they would be made in pursuit
of a more constructive and more clearly defined objective. Second, as

67T78-4T---O
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to the whole 4-year program, preZcise calculation is impossible; the
CEECs estimate of the foreign exchange deficit will probably turn
out to have been too large; nevertheless, the deficit will be of the order
of magniture indicated in the Paris report.

Viewed from the standard of the United States interest in Euro-
pean recovery, an estimate of the amount of aid required is an esti-
mate of the price that must be paid for certain important benefits. The
benefits are human, economic, and political; they include the preserva-.
tion of a certain kind of society and, it is hoped, the prevention of
World War III. The Committee desires to emphasize its profound
belief that there could be no more wasteful procedure than to make
too small an investment. European requirements should be examined
realistically. The United States should limit its aid to what is really
necessary for recover and must limit its aid so as to safeguard its own
resources. But if too narrow a conception of what is needed for re-
covery prevails, the recovery program will degenerate into costly relief.



& CABINET COMMITTEE ON WORLD FOOD
PROGRAMS-REPORT

STrATEET By no PMWSIZD T (SZPMZR 25, 1947)

I am making public today a report from the Cabinet Committee
on World FoodPrograms which emphasizes a critical situation calling
for immediate action by every American. The report stresses the ex-
tremely grve food situation abroad and the relationship between our
ability to help meet urgent foreign food needs and the price situation
jn the United States.

The Committee states that adverse crop developments, including
those of recent weeks, both in North America and in Europe, make
apparent a food shortage even worse than a year ago. The losses
from heavy frosts in northwestern Europe last winter have been in-
creased by a general European drought this spring and summer. Any
significant cut in the alreidy low rations in those countries will have
most serious consequences for their rehabilitation.

In the face of this situation, the report shows that, without further
action, we would be able to carry through a large export program,
but as a result of sharply reduced corn production and continued
high domestic demand for grain, exports would not equal last year's
total shipments--even though world needs are greater.

The United States cannot ret on this export project. To ship
more abroad without adjustments in domestic demand, however, would
aggravate our own price situation.

In presenting their report the Cabinet Committee stressed the ur-
gency of doing everything possible to meet the problem at h'ie and
abroad. It recommended urther emplisis on shipment, .. ' food
other than grain in rounding out our export program and on arrange-
ments for the fullest participation by other nations in the combined
effort to increase available supplies and to channel them to points of
greatest need.

The committee made it clear, however that definite steps to con.
serve on use of foodstuffs at home and reAuce the feeding of grin to
livestock will be essential if we are to mo.ke our fullest contribution
towards meeting minimum foreign needs aiid at the same time relieve
the upward pressure on prices at home.

As a primary step, I am therefore a pointing a Citizens Food Com-mittee to advise on ways and means o carn out the necessary con-
servation effort. Charles Luckman of Cambridge, Mass., will serve as
chairman of this nonpartisan committee. I am asking the Citizens
Food Committee to meet at the earliest possible moment to develop
plans for bringing the vital problem of food conservation to the at-
tention of every American for action.
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At the same time, I am establishing a working organization which
will mobilize the resources of the Government in support of the over-
all program. I will also confer with the congressional leaders of
both parties regarding legislative action which may be necessary.

While waiting for detailed recommendations from the Citizens
Committee, there is one immediate and peronal thing each of us can
do. We can start now to conserve by being more selective in foods
we buy, particularly livestock products whose production requires
large quantities of grain. Such action on our part will do two things.
We will save on our family budget and we wilt help others who are m
desperate need. I am confident that the American people, realizing
the extreme seriousness of the situation, will cooperate fully.

The following letter was addressed to the President by the Cabinet
Committee on Food:

Swrnzn 24, 1947.
The PmOOMN,

The White Houe..
DAA M. PnmnwvT: This will confirm our oral recommendations to you, made

September 2. at the time we submitted our report containing a factual appraisal
of the food situation.

We wish to emphasize again the seriousness of this situation. The needs of
other countries for food have increased substantially over the past year through
a succession of unfavorable weather conditions at critical periods in the develop-
ment of their 1947 crops. Similar conditions in this country have produced a
serious drop In our own corn production with the result that there will undoubtedly
be a strong temptation to feed more wheat to livestock. This will reduce the
availability of United States grain for export shipment more than 2,000,000 tons
below last year's level unless additional positive action Is taken.

We wish to make entirely clear our feeling that the rate of exports which can
now be definitely planned Is not enough in view of the increased needs In the
deficit areas abroad. Even If we could approximate the level of last year's
shipments, other countries would still be left in a difficult food supply situation.

The difficulty of attempting to enlarge our grain exports beyond what is now
indicated iles In the domestic problems resulting from high prices. We are al-
ready faced with the need for vigorous action to prevent a further inflationary
price spiral.

In these circumstances. we recommend a number of measures to help meet the
situation. Some of these are embodied In the report; others have been discussed
with you verbally.

We, the American people, must conserve our use of grain, In food and in animal
feed, so that additional supplies will be available for meeting the most urgent
needs of other countries. The appointment of a special committee to develop ways
and means of carrying "t a successful conservation campaign Is recommended.

Other steps should int..de: Increased exports of United States foods other than
grains; joint international efforts to assure maximum food shipments from all
exporting countries; further efforts by importing countries to increase their own
collections of food; and the channeling of exports to the most critical areas.

We, wish to cmpisize that the most important immediate measure, however,
and the only one which can both increase the available supplies and relieve lnfa,
tionary pressures, Is an all-out drive for domestic conservation.

.Rqpecmtfly,
MaWssms, CADINn coDMInn

on WOBW FoOD POoMsxs.
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T=u CAmmiu Coxm oN WoRM Fooo PuoGRAMs,
September o, 1947.

Dza M. Pa usnm : Because of adverse crop developments, par-
ticularly in recent weeks, both in North America and in other areas
of the Northe Hemisphere, it is now apparent that the world foodshortage is even worse than it was a year ago. There is a serious gap
between minimum needs of food-deficit countries and total supplies
available for shipment from surplus-producing areas.

Your Cabinet Committee on World Food Programs is submitting
herewith a general appraisal of the food situation.

Respetfully yours,
CAmIET CoMmi E ox Womi FOOD PIoRAxs,
CwrNr P. AmDwsSo,

Secretary of Ag future (Chairinan).
0. C. Mp.Asni ., Secretary of State.
W. A. HARMxAN, Secretary of Commerce.

Rwor oxT mu FooD SrruAi'ox

Szmnmu 22, 1947.
It is now generally known that the world food shortage is even

worse than it was a year ago. Storms and floods LAs winter, followed
by droughts this summer, havo taken a heavy toll of crmps in many
important food-importing countries. Grain harvests in France
Italiy, and other European countries are substantially below last year.
Production prospects for potatoes, sugar beets, pulses, and fodder
crops have been lowered in central and western Europe. Much of
this deterioration in world food production has taken place in the last
30 to 60 days

As a result of these conditions, the gap between available export.
and minimum needs of the importing countries is wtinated at about
15 percent-or 4,500,000 tons-in terms of grain alone. It was hoped
earlier that increased local production of other .oods might serve to
reduce this gap, but the recent declines in crop prospects in these
deficit areas make it clear that this hope is now lost.

This situation in the deficit areas point. up the direct obligation
that rests upon the United States, along with all other exporting
countries, to do everything possible to make up the inevitable short-
ages. There is no need to review here the place of adequate food sup-
plies as a foundation stone in building a stable structure of economic
and political rehabilitation. We r.u.n send every pound of food that
it is practical to ship to these countries of greatest need. There can
be no disagreement on this basic purpose.

Our plans to cary out this purpose have been complicated by crop
developments in Noith America during recent weeks Deterioration
in United States corn crop prospects has reduced the estimated sup ly
of corn for the year ahead to a total about 700,000 000 bushels beow
last year. The total supply of the four principal leed grains will be
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down about a billion bushels. This makes it appear certain that con-
tinuation of heavy demand and high prices for livestock products
would provide the incentive for farmers to feed much more wheat,
cutting heavily into the record 1947 crop. A further complication is
the fact that Canada's wheat prospects have recently been estimated
at about 15 percent below last year.

These facts call for careful appraisal. The need to ship large sup-
plies abroad is unquestionably great. Also important is the need to
protect our own economy and price structure. In this situation, it is
imperative that a balance be struck which will call for shipment of
the last food calorie which can be provided without undermining the
Nation's strength and effectiveness.

It is obvious that such a balance cannot be an inflexible determina-
tion. It will be affected by changing conditions. The measure of
the United States contribution in the world-wide effort to keep rations
from dropping below the danger point will also be relative. In ap-
praising export possibilities for 194748, it will be helpful to compare
them with our shipments last year.

From July 1, 1946, through June 30, 1947, the United States ex-
ported nearly 18,500,000 long tons of foodstuffs-the largest total ever
shipped from one country in a single year. These shipments repre-
sented about 49.6 trillion calories of food--enough to supplement the
diets of 300,000,000 people to the extent of around 450 calories a day
throughout the year. The following table gives a rough break-down
of the calorie value of 1946-47 exports, by major commodity groups:

1904-47 food exports

Trulianot Pint cieakh tow

Wheel end flour ........................................................... 3L2 6.9
Ccm gran ................................................................ 111 24.4
Rife ......................................................................... 1. 2.6
B ana d pea ............................................................... 6 1.2
Idblo f" ot atnd peanuts ................................. 10 4.1Srut ......................................... .3.ti ......... ..... ..................... .3 .
y .....(ncluding tae) .................................. . . :
Mela id dpolt prodstsgdl h .............................. . .0

Total ................................................................. . 4.6 10&0

I Negi ,+As

Last year's exports included 14,500,000 long tons of grain (more
than 550,000,000 bushels). Wheat and flour in wheat equivalent,
made up nearly 400,000,000 bushels of this total, with corn, oat.,
barley, rye, and grain sorghums accounting for the rest. In terms of
food calories, grains represented nearly 88 percent of all export
shipment.
.This year there will not be available, under conditions now prevail.
ing, as large a volume of grain for shipment. It now seems likely
that about 400,000,000 bushels of wheat and flour will be available for
export-about the same as last year. However, the total of other
grains and grain products estimated to be available for shipment this
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year are not much more than one-third the quantity exported during
1946-47-about 70,000,000 bushels as compared with 175,000,000
bushels. Corn exports will have to be limited almost entirely to the
19,000,000 bushels bought last spring and moved out during July and
Augst. Barlegrain orghunv4 oats, and rye will make up the rest
of the expected 70,000,000 bushels of these "coarse grains."

In arriving at these estimates, the probable price effects of exports
at various levels were given careful consideration. The undesirable
results of a price spiral, with impacts both at home and abroad, are
apparent.

Present indicated domestic use of rin would leave about 470,000,-
000 bushels (12,300,000 long tons) oall gra in for export--more than
2,000,000 long tons short ofladt year's record shipments. (See follow-
ing table showing availability of grain, 1946-47 and 194748, and
possible utilization of 194748 United States grain supplies.)

(Grain amilabilily-1946-.7 and 1947-48'

(MUlloms of busbeik

1947 gmuhdzttm 1917-4 jewaucti

c ro. & TOt C P odu.- TOW
in Imports Impom ta

Wheat ................................. 100.0 L.ISS 3.2160 .o 1.41.0 L41.0
cam..................................1&0 MILS ,451.0 316 1.40LO 174LO
Oats .................................. 2.L O 1,61&.. 1, 10 210 1,237.6 1.&6
Darky ................................... .$ 2114 327.6 1.O 3l6 1 3.5
Ormin sorghums ........................ .6.2 1067 11&9 10 1.0 Iw.o
Rye ..................................... is 3 2 .M4 2.13 26 So

Toa ..................... ,3 63A13 eu4 7~L %435 6231.4

AD ainln an aluly4um ynyw onet awn bleb or a OYaw-Bptmu yew.
Ousta eud.

Paafe hill.Snti# of 1947-J8 gri supplies'
(Mllionas of busbels)

Wudl I Totldo. Belsa
Irwd Todi a"e me od Carry4t mosti si., s'atlabis

Whett .............. 80 M............ 16 470 .OtO 46
Cam .......... A.. 183310 13& n 6 174.0 1.73. '21
Cal.................8so 1110.0 Is...... 1160 Ltf§ to
Data................1 1so 1e it ii 1L 3211 3
oruiasorhmm.....4. 10 K# 2," ..................' 1i SO 4

TO............ 4.0as 1 64 1111 a in'4 ,,
In alm a a ja-imb yw uot eor which em a Octcbu'4opimb yIn.SAthiaetbsk, nlo n mt y =w's eops mm _tmatod. bug_ uoSsat ... s m -

ov ia ftlatmal IDdap z~ woD om
o lthe UM0bushealmtG eepre iigLsua yw

It is obvious that the United States will have to put mure emphasis
on shipments of foodstuffs other than gin. A careful urvey of
possibilities, which are regarded as practicable under present circum.
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stances from the price and other points of view, shows that even then
we shall probably fall short of last year's total shipments unless
arrangements can be made for shipment of supplies which are pro-
duced in other countries. The movement of substantial quantities of
Curan sugar to food-deficit countries is an important illustration of
this possibilit.

Tho next tble gives a rough estimate of United States export avail-
abilities of all foods for the 1947-48 year. It is broken down in terms
of calorie value, percentage for major commodity groups, and cost on
a calorie basis. The cost item, of course, is a vital one. Some com-
modities which conceivably might be exported, but for which the
calorie cost would obviously be so great as to remove them from
practical consideration, have not been listed.

The table shows that the calorie value of grains in the export pro-
gram for this year would be only about 82 percent of the total, as com-
pared with 88 percent last year. From the cost point of view, the fol.
lowing listed commodities would cost, at present prices, from 2 to 5
dollars per 100 thousand calories: wheat flour, coarse grain, dry peas,
lard, and edible oils. (Cuban sugar also falls in this price range.)
Foods costing between 5 and 10 dollars per 100 thousand calories would
include: milled rice, dry beans dried prunes, raisins, peanuts, and
nonfat dry milk solids. Most other dairy products would range from
1b to 20 dollars per 100 thousand calories. Concentrated citrus juices
would range between 20 and 30 dollars. Practically all other animal
products and rocessed fruits and vegetables would run considerably

her than dollar.
ahe table follows:
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The United States will not, of course, be working alone in the job of
getting food to deficit areas. The world food problem requires the full
cooperation of all nations. It is believed that food exports in 1947-48
from countries other than the United States could be increased by
about 5.3 million tons over the quantities shipped in 1946-47. Over 3
million tons of this total would be accounted for by increases in ex-
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ports of grains (including coarse grains) and rice. Sugar shipments
can be increased by about 1.8 million tons, according to present e"ti-
mates, and increases in shipments of edible fats and oils would ac-
count for most of the remainder. (See following table.)

Argentina and Australia could provide most of the increase in grains
(Argentina 1.8 million tons, Australia 0.6 million tons), and Burma
most of te increase in rice export (775,000 tons out of an estimated
total increase of 1 million tons). Cuba can be expected to supply most
of the increase in available sugar, and thePhilippine Republic almost
the entire increase in edible fits and oils.
Baort#, 1946-47, and eatimeted quentitia available for export, 1947-48, from

oountri other than the United State8
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Even with this expected increase in exports from other countries,
together with the food that would be available under present circum-
stances for shipment by the United States, there would still be a serious
cap between the minimum needs of deficit countries and the total of
foodstuffs which could be supplied.

In view of this serious situation additional steps should be taken
to increase the availability of food supplies for export and the effi-
ciency of their use. A definite, responsibility rests on the deficit coun-
tries to make the most effective possible use of their indigenous pro-
duction by strengthening their collection and distribution systems, and
by spreading carefully all available supplies over the full 12-month
period of the marketing year. As mentioned in this report, increased
emphasis must be placed on foods other than grains for shipment from
the United States, and supplies from all exporting countries must be
channeled to the areas of most critical need.

Immediate consideration must be given to the conservation of our
grain supplies, through a voluntary campaign to economize domestic
use--particularly of those livestock products whose production re-
quires large amounts of grain. Recommendations for any legislative
action which might be necessary to maximize the availability ofUnited
States grain for export should also be considered.





9. AGREED POINTS ON PRINCIPLES OF FOREIGN AID
REACHED BY THE SELECT COMMITTEE ON FOREIGN
AID IN PREPARATION OF ITS PRELIMINARY REPORT
(HERTER COMMITTEE)

(Released November ?, 194?)

The committee has agreed upon certain points to be more fully
covered in its preliminary report on proposed principles and orgai
tion for any program of foreg aid. Since the issuance of this repot
with the statistical material to support its conclusions will not be made
for several days, it was thought by the committee to be worth sum-
marizing its conclusions to date. It must be emphasized that these are
in the nature of provisional conclusions which may be subject to re-
vision as its studies of the materials collected abroad and the avail-
abilities at home proceed and are subjected to further checks.

Ex cr Am

As previously reported, the committee is in agreement on the follow-
mnpoints:

1. Emergency aid presents the same problems as-does "y general
European aid program and the Congress should bear this ii ind insetig p nyemer ey id porm

2. would ross, troug itsresponsible legislative committees,
find that as a practical matter it will not be able to set in motion other
machinery of foreign aid by the end of the special session, the com-
mittee recommends that action should be taken prior to that time to
authorize funds for the purchase of supplies through the Export..
Import Bank and the Comodity Credit Corporation for any aid for
France and Italy found necessary to assist those countries through
March 8L

3. The emergency, though aggravated this year by crop failure, is
not a temporary one. Tis fact must be faced and, if remedial action
is to be taken, plans must be formulated accordingly.

ADxNINMsrA2Oi

The Committee wishes to report further agreement on the following
points:

4. Additional governmental machinery for foreign aid should be
limited to that necessary to provide efficient coordiiation of exist'n
Government agencies and to fill gaps of. uthorities which may exist
The administration of any foreign-aid program requires the set'g up
of a new authority in a corporate form over which congressional con-
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trol would be maintained by the regular review of its funds and opera-
tion. This authority should have a bipartisan board of directors ap-
pointed by the President and confirmed by the Senate. The corpora-tion should

(a) have direction of the purchasing of foodstuffs, fuel, and
fertilizers;

(b) Screen all requests for foreign aid;
(a) Exereiss whatever legal controls are deemed necessary for pro-

tecting the economy of the United States and for the equitable and
efficient allocation of United States supplies shipped" abroad1 particu-
larly to see that the aid reaches those for whom it is intended.

(d) This corporation should be authorized to enter into arrange-
ments with countries in need of foreign aid, under which food, fuel,
and fertilizer would be made available to them, and to determine the
form of consideration to be obtained on the basis of its best estimate
of the recipient country's capacity to pay.

The corporation should hold and administer the consideration re-
ceived by it for any supplies delivered where such consideration is
not in the form of United States currency. Receipts in dollars would
be credited to the corporation's capital account. When the considera-
tion is in the form of local currency funds of the recipient countries,
the corporation should appoint, with respect to each such fund a
board of administrators of not les than three nor more than ave
individuals. 'A majority should be citizens of the United States
desinatedy the corporation with the approval of the Secretary
of State andacceptable to the recipient count ; and the balance
should be designated by such recipient country. Each such local fund
should be utilized and invested for the primary purpose of contribut-
ing to the recovery of the recipient country and to the development of
any new sources of wealth therein. As much as practicable, the
creation of new wealth should include increased facilities for the
production of strategic and critical materials. Agreements for such
increased facilities should provide on the one hand, that a portion
of the increased production should accrue to the producing country
and thereby aid in providing exchange and, on the other, that; the
remainder should be delivered to the United States for sterilized
stock piles which would be held out of competition with normal com-
mercial markets.

5. The committee believes that the International Bank for Recon.
struction and Development and the Export-Import Bank can be
utilized to meet the remaining genuine requirements for foreign aid
in capital gods, equipment and raw materials. The Export-Import
Bank should be strengthened and provided with such additional
resources as may be necessary to carry out these functions.

CoNDTrONs AVD PRINCIPLES OF FoWio Am

6. In order to protect the economy of the United States and to be
effective in accomplishing its objectives, the corporation should take
into account in the handling of any foreign-aid programs the follow.
ing points:
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(a) The recipient countries should make vigorous efforts, indi-
vidually and jointly, to increase the production of food and materials
needed to meet not only their essential internal needs but the needs of
other countries. Increased local production to assure decreasing def-
icits should be sought, so as to limit the requirements from a road
to a minimum consistent with a sound economic balance.

(b) The recipient countries should, through mutual help and coop-
eration, facilitate the economic interchange of goods and services
among themselves, provide effective distribution and use of their own
resources, as well as of the resources received from outside, and work
toward the elimination of exchange controls, quota restrictions, and
other obstacles to trade. (The progress already made by Belgium,
the Netherlands, and Luxemburg toward a customs union seems to
the Committee a step in the right direction.

(o) Certain countries other than the United States which are in
a position to supplement a program of aid, which have the same in-
centive as we to do so and which enjoy access to United States sup-
plies, should be expected to-cooperate each in relation to its respective
capacity.

(d) Every encouragement should be given and every facility ex-
tended to private initiative to assume, as conditions permit, the activ-
ities which have developed on governments in the present crisis.

(e) The recipient countries should adopt fiscal, financial, and mon-
etary programs designed to arrest inflation. to correct existing mon-
etary weaknesses, to accomplish stabilization of exchanges, and gen-
erally to restore confidence in their currencies.

FortiaN AID CoUNCIL FoR POUCr DzenzslNs

7. Any programs formulated by the corporation should coordinate
policies through a foreign aid council presided over by the Secretary
of State, and including all the top officials of Government agencies
concerned with matters relating to foreign aid.

CONTROLs

8. The Committee is agreed that there should be a retention of the
existing controls as necessary to protect our domestic economy in
a period of serious shortages. In particular, export controls are
needed to prevent an excessive flow of these short items abroad.

PoDLE or Avamumuur or SureuL

9. No estimates for the capitalization of the new authority recom-
mended can be justified until availabilities of commodities in short
supply both in the United States and in the world can be more
carefully studied.

The immediate problem is as much one of the availability of com-
modities as of dollars.
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10. BRIEF DESCRIPTION OF UNITED STATES AGENCIES
CONCERNED WITH PHASES OF RECOVERY PROGRAM

ADvIoRy Comxir ox SCoxD DCONxo Acr

Interdepartmental committee consisting of representatives from
State, Agriculture, Interior, National Military Establishment, Office
of Defense Transportation, with Assistant Secretary for Foreign and
Domestic Commerce as chairman. Objective of committee is to pro-
mote effective operations of materials control a it relates to the
domestic economy, and to assist in establishing. sound international

economic relations. Assisted by review committee from these agencies
and the National Housing Agency, and a subcommittee on priority
assistance for export. Or er dated August 13, 1947.

ADvuoRY Comic rm oN VoLu NrTR FoEiom Am
Established to succeed the President's War Relief Control Board to

tie together the governmental and private programs in the field of
foreign relief andto work with the Famine Emergency Committee
and other interested agencies and groups. Exercises advisory func-
tions to guide the pubi, and agn cies seeking support of the public,
in the appropriate and productive use of contributions for voluntary
foreign aid, including projects of relief rehabilitation, reconstruction,
and welfare.. Conforming agencies, after acceptance by the Commit-tee, are permitted to state programs, budgets, and audits voluntarily
recorded for public inspection with the Advisory Committee on Volun-
tary Foreign Aid of the United States Government." Represents
interests of private agencies in obtaining allocations from Agricul-
ture for export of critically scarce food items, as clearing agent for
sones occupied by United States Army, and administers $5,000,000
appropriation to pay for ocean transportation of relief items.

Approximately 65 agencies are recorded with the Advisory Com.
mittee.

AaicmTv, DEpARmTNT or

Inherited wartime controls over foodstuffs and agricultural prod.
ucts of the War Food Administration and the rationing controls that
were left in this area from Oflice of Price Administration. Has sub-
stantially dispensed with all these at this time. (See Commodity
Credit Corporation.)

ALIZN PaovParr, Ornics or, DEARWMT OF JUScE

Exercises the functions of the Attorney General in controlling or
-esting foreign-owned property. Has charge of litigation arising
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from the foreign funds program of the Treasury Department, and
prepares informal legal opinions to Treasury Department involving
problems relating to alien property or foreign funds control.

COMMERCz, DPAmMNT or

Inherited portions of the Civilian Production Administration and
remaining number of priority controls and allocations which expire
in February 1948 except for rubber. Administers export controls
which run until March 1948. Fosters, promotes, and develops foreign
commerce. Prepares official annual report on balance of interna-
tional payment of the United States. Facilitates United States par-
ticipation in peacetime trade with former enemy and other areas in
which normal channels of trade do not operate.

President Truman announced June 22, 1947, a nonpartisan com-
mittee, composed of 19 domestic leaders in the fields of finance, eco-
nomics, business, and labor headed by Commerce Secretary W. Averell
Harriman. Full report, European Recovery and American Aid re-
leased November 8. Popularly referred to as Harriman report or
committee. Committee charged with determining character and
quantities of United States resources available for economic assist-
ance abroad and advise the President on limits within which the
United States may safely and wisely extend such aid in relation to
domestic economy.

COMMERCIAL COMPANY, U. S.
See under Reconstruction Finance Corporation.

Comxorrr Cuwrr CORPRATION

The fiscal and operating arm of the Production and Marketing Ad-
ministration for buying and selling agricultural commodities. Pow-
ers vested in the CCC-have not been substantially altered since the
war. Limited by its commitments to Congress and by its charter
which expires June 1948. CCC still exercises, through indirect power
over export, ability to require foreign purchasers of foodstuffs to clear
their purchases through it whore, these foodstuffs are on export control
list.,

Buys directly for foreign account to assure procurement of cereals,
notably wheat. No power remains to issue set-aside orders to proc-
essors or food growers. Work within framework of Production and
Marketing Administration of Department of Agriculture.

CouNoI or EooNowo Anvxzws

President Truman announced study by Council on June 22, 1947.
Report, The Impact of Foreign Aid Upon the Domestic Economy,
transmitted to the President, October 28, and released November 1.
Letter of transmittal signed by Edwin G. Nourse, chairman, Leon H.
Keyserling, vice chairman, and John D. Clark. Report popularly
referred to as Nourse report.
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Exroin-Iwpour BANK OF WASINoToN

Permanent, independent agency with management vested in bi-
partisan board. Authorized capital stock of $1,000,000,000, and bor-
rowing power of $2,500,000,000. By charter bank is to supplement
and not compete with private, capital, and loans should generally be
for specific purposes and offer reasonable asurance of repayment.
Approximately $700,000,000 of uncommitted funds remain.

HAmmr Com ricz

See Department of Commerce.

INTMERo, IPR N OF

Chief responsibility within Government for petroleum and coal
industries.

President Truman announced June 22, 1947, a study by committee
of specialists under direction of and to be named by Intuior Secretary
J. A. Krg, Report, National Resources and Foreign Aid, released
October 19, 1947. Experts, technicians, and clerical workers made
available by various departments and agencies. Popularly referred
to as "Krug report" K1Ruo COMrmM

See Department of Interior.

MAITIME CMSSON

Sole disposal agency for surplus merchant ships. Received func-
tions, powers, and duties of War Shipping A inistration. No
direct control powers in existence. Authority to charter and/or sell
United States owned shipr' expires March 1948.

Murrzoss Bouw, ARMY &AD NAvy

Administers the Stock Pile Act of July 23, 194, in collaboration
with the Bureau of Federal Supply Tr ury Department, and in
policy matters works with National Security Resouies Board.

NATIONAL ADVISORY COUNCIL ON INTERNATIONAL MONWTART AND
FNAN AL PROBLEMS

Representatives of Departments of State, Commerce, and Agricul-
ture, Export-Import Baiik, Federal Reserve System, under chairman-
ship of Secretary of the Treasury. Coordinates and develops' inter-
national financial and monetary policy including policies of United
States representatives on International MonetaryFund and the Inter-
national Bank.
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NATIONAL SxouITY IsouRcEs BOARD

Has policy powers in field of stockpiling.

Rzcosrmuonox FANCE CORPORATION

Has now substoutially liquidated its position in procurement of
strategic materials. Permanent stockpiling function transferred to
Treasury's Bureau of Federal Supply which operates under instruc-
tions from Munitions Board. Small amount of stockpiling procure-
ment in metals handled by RFC subsidiaries, mainly from surplus,
now being concluded.

Power to buy and sell in liberated areas and occupied areas where
commercial purchasing is not feasible, has been questioned. United
States Commercial Company which operated in this field now inliquidation. STATE, DEPARTMENT OF

Haa developed economic sections to handle work previously done by
Foreign Economic Administration and Lend-Lease and some of the
foreign aid programs which were administered by the Army, as well
as by FEA and later, UNRRA. Hos created agencies abroad for
adninisterig allocation and spending of $350,000,000, plus a chil-
dren's fund, to take place of UNBRA.

Overseas granting of aid on both a military and a direct relief and
reconstruction basis to Greece, and on a military basis to Turkey.
Interested in relief matters in occupied territories. Supervises Ameri-
can representatives in the United Nations and in numerous interna-
tional organizations. Conducted negotiations related to the Inter-
national Trade Organization and its implementation through tariff
agreements.

Supervises the activities of the Institute of Inter-American Affairs
and the Inter-American Educational Foundation, a heritage from war
program of Coordinator of Inter-American Affairs.

Issued on behalf of Committee of European Economic Cooperation
the committee's General Report (vol. 1) and Technical Reports
(vol. 2).

Center of development of interim and recovery programs

TRANSroRTATIoN, OFFcE or DuzNsz

Retains limited wartime powers which expire March 1948. In-
structed to assure maximum utilization of the domestic rail trans-
portation facilities.

TaEuRY, Dz.irrxr= or l

Distribution and controls attached to credits like the British loan
and supervision of numerous other international obligations. Super-
vision of arrangements between central banks insofar as they affect
directly the position of the United States in matters of currency, gold
serves, etc.
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Bureau of Federal Supply has former stock-piling function of RFC.

Its Lend-Lease Divisioy- performed special services accorded to sup-
Ilies purchased for UNRRA or on a cash reimbursable basis for
foreign government 'Almo acts as procurement agency in connection
with United States Government supply program.

The Secretary is chairman of National Advisoy Council on Inter.
national Monetary and Financial Problems and United States Giover-
nor of the International Monetary Fund and the International Bank
for Reconstruction and Development.

WAR DEPARNT

Policies, operations, and economy in occupied territories closely re-
lated to recovery program.

WAR SunoG ADmiNJmTRAToIN
Functions, powers, duties transferred to Maritime Commission,

September 1,1946.

PRIVATE AorsE'aw IN FORIG-N BzIE

(Complete list as recorded by Advisory Committee on Voluntary foreign Aid
available for public Inspection)

AMERICA COUNCIL OF VOLUNTARY AOLNCI FOR FOREIGN SERVICE

Established in 1943 to promote joint planning and action on matters
of mutual interest to its member bodies. Uses areas and functions
committees. At present, member organizations rely upon their own
respective means of raising funds.

cam

Nonprofit corporation-Cooperative for American Remittance to
Europe, Inc.-formed by 27 major voluntary foreign-relief agencies
which were members of the above council CARE package made
available on order for delivery to individuals and institutions from
stock piles established in each of the food-deficit countries. Govern-
ments have provided free customs entry, freedom from other duties,
taxes or ration controls.

COMMISSION FOR INTERNATIONAL EDUCATIONAL RECONSTRUCTION (CIER)

For full list prepared with cooperation of more than 800 organiza-
tions, see CIER Handbook; Organizations With Programs for Inter-
national Educational Reconstruction, August 1'47, 744 Jackson Place
NW., Washington 6, D. C. CIER established in September 1946, to
stimulate and coordinate American voluntary efforts on behalf of edu-
cation in war-torft lands. Designated by United Soates National Com-
mission for UNESCO to coordinate American efforts in response to
UNESCO's appeal in this field.
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0RAIOG

Council of Relief .ecies Licensed for Operation in Germany,
generally known as CM , established February 9,1946. Fifteen
organizations participate in the Council. Operate on the basis of
plans approved by the military authorities.



11. INTERNATIONAL ORGANIZATIONS AND THU
RECOVERY PROGRAM I

Paragraph 110 of the Paris report states that it in the desire of the
participatngcounkries that wheever suitable international maNery
exists it should be used in the implementation of the Eurppeaa Be-
covery Program The report, both in this paragraph and in a number
of speciic istances in the technical reports, suggests that the FEcomic
Commission for Europe be used for continuing study of certain pro-
duction problems and other questions having a direit bearing on the
economic recovery program. Although the work of the E&nomic
Commission for Europe is most direly related to the carrying out
of the Europ en Recovery Program, there are a number of other
international[ ora .niztions which could also be of resistance, namely,
the Food and Agriulture Orgization (FAO), the InternatioaW
Emergency Food Council (IEFC), the International or is
zatione(ILO), the International Fund (I1F) the itar.
nations, Bank for Reconstruction andvelopuent (IBiRD), and
the International Trade Organization (ITO) when established.

1. Ecoxomui Coumasom im Euomr

The Economic Commission for Europe is a Commission of the Eco-
nomic and Social Council of the United Nations, and has as its memr-
her all the European members of the United Nations and the United
States. It was established by the Eonomic and Social Council early
in 1947. The terms of reference of the Commission provide that itshall

Initiate and participate in uesures for facilitating con e aetIm rw o we
noneic reconstructon of Burope, for rasng the levd *C European eomis
activity, and for malntslalug and streuatahng the ecunowue relations ot the
European countries both awong themseivw and with other countries of the word.

It was also provided in the terms of reference that inuediaWy upon
its establishment the Commission should consult with the mem
governments of he Emerenpcy Economic Committee for Europe, the
Eurokn Coal Organization, and the European Central Inland Trans-
port Organization, with a view to the termination of those organiza-
ions and the continuation of their ew".tial work by the ECE.

The Emergency Economic Couunitiee for Europe, the European
Coal Organization, and the European Central Inlaid Transport Or-
ganization were set up at the close of the European war to provide
for mutual consideration among the European countries of inmedi-
ate postwar problems. These organizations were set up by mutual
agreement among governments in the period before the United Na.

fts metem ha bees pWd by the Dsgwftmmt eg ts
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tions was organized. The United States was a member of all three
organizations. The U. S. S. R. was a member of only the European
Central Inland Transport Organization. One of the principal rea-
sons for establishing the Economic Commission for Europe was to
bring these three organizations into closer relationship and to con-
tinue and expand the work they had begun within the f-amework
of the UnitedNations.

The Economic Commission for Europe has had two sessions of the
full Commission, has already taken over the work of the Emergency•Economic Committme for Europe and the Europan Central Inland
Transport Organization, and will take over the functions of. the
European Coal Organization in January 1948. In addition to the
two sessions of the full Commission, the ECE has also held meetings
of the following technical committees: Alkalis, fertilizers, housing.
timber, electric power, and transporL Meetings of the committees
on industry and materials and on coal are scheduled for November.

In the commodity committees emphasis has been placed on the need
to increase production of the commodities under consideration and
to facilitate their interchange among the European countries. The
transport committee has established working groups to examine
methods of identification and repatriation of rolling stock; standard-
ization of transportation equipment bottlenecks limiting repair,
maintenance, and renewal of transport equipment; and other similar
problems, with a view to a more efficient use of existing equipment.
It is continuing for the time being the meetings of BIDAC, a sub-
group formerly attached to ECITO which handles bidding and ac-
ceptances of traffic through Germany.

The technical reports of the Paris committees have been used by
the Secretariat of the ECi ii, preparing background papers for cmi-
sideration by the committees, and account has been taken, where appro-
priate, of specific suggestions made by the Paris Conference for fur-
ther study of particular problems in the ECE.

One of the most important functions of the ECE beginning in Jan.
uary 1948 will be the continuation of the work heretofore done by the
European Coal Organization. Since its establishment at the close of
the European war, the ECO has made recommendations to the United
States Government mid to the appropriate control authorities in Ger-
many on the distribution among ECO countries of any coal available
for export to those countries from the United States and the Ruhr and
the Saar, These recommendations made by ECO have been agreed
upon and have been honored to the fullest extent. Poland has recently
become a member of the ECO and has participated in its allocations,
However, the difficulties of securing adequate amounts of coal from
Poland for western Emurpe to be distributed according to need rather
than market or political requirements have appeared in the function-

rg of the ECO. The ECO has also assisted in the procurement and
distribution of mining supplies and equipment. It is expected that the
ECE will continue both aspects of EaO s work.

The Commission has no executive powers, but is empowered to make
recommendations on any matter within its competence directly to its
member governments and to governments participating in a consulta-
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tive capacity and to specialized agencies. Five of the sixteen coun-
tries participating in the Paris Conf6rence are not members of the
Commission, since they are not yet members of the United Nations.
These countries-Italy, Switzerland, Eire, Austria, and Portugal-
are, however, invited to attend the meetings of those committees of the
Commission in whose r. ork they have an interest. The U. S. 8. B., the
Ukranian 8. S.R and the Byelorussian S.8. . have attended none
of the meeting oi the technical committees which have thus far bess
held. The otter members of the Commission-the United Kingdom,
the United States, France, Belgium, the Netherlands, Luxemburg,
Denmark, Norway, Sweden, Poland, Czechoslpvakia, Yugoslavia,
Greece, and Turkey-have attended some or all of the meetings of the
technical committees and have participated fully in their work.

2. FooD AND AoiCULTUE OGAN IzATIOxN

The Food and Agriculture Organization was established in Octo-
ber 1945, and is authorized to "collect, analyze, interpret, and dis-
seminate information relating to nutrition, food, and agriculture (in-
cluding fisheries and forestry); " * * promote and * * *
recommend national and international action with respect to scientific,
technological * * * research, improvement of education and ad.ministration relating to nutrition, food, and agriculture; *
improved methods of agricultural production improvement of proc.
essing, marketing, and distribution of food and agricultural products j

* * 0to furnish such technical assistance as governments request.
The FAO has a membership of 54 countries, and includes all the

countries participating in the European recovery program except
Sweden and Turkey. Other European members of the organization
are Czechoslovakia, Finland, Hungary, Poland, and Yugoslavia.

The third session of the Conference meeting recently in Geneva e'
tablished a Council of the FAO composed of representatives of 18
member governments elected by the Conference. This Council will
exercise certain functions of the Conference between annual sessions.
The Director Genecal has also established a number of standing ad-
visory committees in various technical fields. In addition, many of
the member countries of FAO have established FAO national com-
mittees, usually cwiisting of representatives of both government and
private organizations concerned with the work of FAO, and organized
for the purpose of helping to carry out FAO recommendations and
programs within the country concerned.

The FAO is at present engaged in preparing a complete analysis
of food and agricultural production in Europe as a whole as a part
of a larger report on'Eurojean reconstruction being prepared by the
Economic Commission for Europe This repot will include a survey
of farm machinery and draft-power requirements and availabilities
as well as information on food production. The Forestry Division of
FAO is also cooperating with the Economic Commission for Europe
in obtaining information concerning timber resources, both within
Eur-e an or import into Europe. Technical forestry assistance is
beng made availab to individual European countries on request.
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S. I=nNATiONA EMMIGNo FOOD COUNCIL

The International Emergency Food Council was established by
the FAO in May 1946 and became in fact, the successor to the war
time Coinbined Food Board. The iEFC is authorized:

* * * (a) to consider, Investigate, Inquire into, and formulate plans with
regard to any question * * relating to the supply and distribution in or
to any part of the world, of foods, agricultural materials from which foods are
derived, and equipment and nonfood materials aucUlary to the production of
such foods am agricultural materials and to make recommendations to the
Member governments In respect of any such question * 0 *.

(b) to work In toilaboration with others of the United Nations (and with
other International bodies) toward the best utilization of their food resources
and In collaboration with the Interested nation or nations to formulate plans
and recommendations for the most effective use of their food resources during
the present emergency.

The IEFC has a membership of 35 governments, including all of
the 10 countries which met in Paris except Luxemburg and Ice-
land. The only other European members are Czechoslovakia, Fin-
land, Hungary, and Poland.

Governments become members of the IEFC through membership
in one or more of the several commodity committees. At the present
time there are committees concerned with the following commodities:
Beans and peas, cereals, cocoa, fats, oils and feeds, fertilizers, fishery
products meat and meat products, rice, seeds, and sugar.

The IkFC, operating through its several commodity committees
makes recommendations to the member governments concerning the
allocations of foodstuffs and materials in short supply. The IEFC
itself cannot enforce these recommendations but the member gov-
ernments in joining IEFC, accept certain undertakings with re-
5ard to tie implementation of IEFC recommendations. These un-
dertakings include such matters as the necessary domestic legisla-
tion required to implement allocations recommendations.

The third session of the FAO Conference, which included most of
the IEFC member governments, and others in addition recommended
that the functions of the IEFC be transferred to the AO as of De-
cember 31,1947, under conditions to be agreed upon.

4. INTRNATioNAL LAwOR ORaANIZATrON

The International Labor Organization, established in 1919, was the
first specialized agency to be brought into relationship with the United
Nations. Amorg its 53 members are the 16 countries which partici-
pated in the Pris meetings. Finland, Poland, Hungary, Czechoslo-
vakia, and Bu!garia are also members. Yugoslavia is sting nominally a
member, bu.. in July 1947 gave the constitutional 2-year notice of in-
tention ef withdrawal. The U. S. S. X. resigned its briefly held mem-
bership in 1939.

The primary function of the ILO is to promote improved labor stand-
ards through international agreements which are formulated by its
annual International Labor Conference. Each country sends to the
Conference two governmental delegates and one representative each
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of employers and of workers, chosen in agreement with the most rep-
resentative employer or labor organization.

Representatives of each goup compose the governing body of the
International Labor Office, which sets the policy to be followed by the
Director General and approximately 450 staff members who comprise
tho permanent office.

On June 28,1947, the 10 Conference at Geneva adopted a resolution
referring to the Foreign Ministers meeting in Paris and promising
"its readiness, within the scope of its functions, to make its full con-
tribution and that of the forces which it represents to the great work
of world reconstruction of which this date should be the starting point.:

The ILO might be of assistance in developing standards for bi.
lateral or multilateral agreements for the migration of labor from
countries of unemployment to areas where manpower shortages are
serious, and in connection with recruitment and placement of immi-
grant workers, including displaced persons. Such operating func-
tions--as distinct from the setting of standards--would represent a
practically new function which the ILO would assume only upon
re uest of the members involved.

employment service experts might assist individual countries
in the improvement of their employment-service methods. Similarly,
ILO experts might be utilized for vocational guidance work to retrain
workers for new jobs as well as to train new additions to the industrial
or agricultural labor supply.

5. INTERNATIONAL MON=rARY FUND

The International Monetary Fund came into existence in December
1945 and now has 45 members. Of the 16 countries participating in
the European recovery program, the following are not members of
the fund: Portugal, Sweden, Switzerland, Austria, and Ireland.

The purposes of the fund, as stated in article I of the fund agree-
ment, are to promote international monetary cooperation, to facilitate
the expansion and balanced growth of international trade, to promote
exchange stability, to maintain orderly exchange arrangements of
members, to assist in the establishment of a multilateral system of
paYments and in the elimination of foreign exchange restrictions, to
give confidence to members by making the fund's resources available
to them under adequate safeguards, thus providing them with an
opportunity to correct maladjustments in their balances of payments
without resorting to measures destructive of national or international
prosperity, and to shorten the duration and lessen the disequilibrium
in the international balances of payments of members.

The fund may thps help members meet deficits in their balances of
payments which are of a temporary nature, such as a deficit due to a
crop failure. The fund's resources are not available for relief recon-
struction, and development purposes, nor to meet a continuing drain of
a country's external resources due to fundamental disequiblifrium, al.
though the articles of agreement provide for a waiver of these limita-
tions in exceptional circumstances. The fund is to assist Qountries in
meeting emergencies in normal times and was not designed for capital
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or long-term operations. The articles of agreement visualize prompt
repayment and the charges rise sharply with the time the advance re-
mains unpaid. The fund's resources amounted to the equivalent of
7.920 billion dollars on August 31, 1947, of which 3.274 billion dollars
wms in gold or dollars.

The authors of the fund at the Bretton Woods Conference did not in-
tend that the fund's resources be used for postwar reconstruction, and
accordingly established the International Bank to assist in this field.
They realized that if the fund's resources were depleted by advances for
reconstruction purposes the fund would be permanently weakened and
unable to fulfill its original purpose.

6. INTERNATIONAL BANK FOR Rsoos TRUOION AND DVFOPMF.NT

The International Bank for Reconstruction and Development was
established simultaneously with the fund and has an identical member-
ship. The bank's resources are for the benefit of its members, and ac-
cording to the articles of agreement, "the bank shall pay due regard to
the prospects that the borrower * * * will be in a position to meet
its obligation under the loan." Its loans therefore are available to
member countries whose credit standing indicates repayment prospects
are satisfactory.

Although the bank's subscribed capital amounts to a little over 4
billion dollars, only 20 percent of this amount is available for loans,
the remainder being in the form of a guaranty fund. Of the 20 per-
cent of the capital which has been paid in, most was in currencies other
than dollars. On September 30,1947, the bank's holding of liquid dol-
lar assets amounted to approximately 740 million dollars. The bank
in July 1947 borrowed 250 million dollars through the sale of its own
bonds. Borrowing operations of this type constitute the main source
of funds for lending. The bank's bonds are now slightly under par
and the bank feels that its ability to borrow is strictly limited, especially
at the present time. The bank believes that the kind of loans it makes
has an important bearing on its ability to borrow. The bank has made
loans to France of 250 million, dollars, Denmark 40 million dollars
the Netherlands 195 million dollars, and Luxemburg 12 million
dollars.

The bank is prepared to consider loans for the purchase of capital
equipment and other projects which will aid this program, keeping
in mind the bank's lending capacity, its statutory limitations, and its
obligations to non-European members.

7. INTERNATIONAL TRADZ ORANIZATION

A United Nations Conference on World Trale and Employment
will convene in Habana on November 21, 1947, to agree upon and
recommend to governments a charter for an International Trade Or-
ganization. Tie draft charter which was agreed upon in Geneva last
A .ust contains provisions relating to national policies regarding
tariffs, customs administration, hidden restrictions on trade impo
and export quotas, exchange controls, preferences and other iorms of
discrimination, state trading, subsidies, restrictive business practices
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in international trade, intergovernmental commodity agreements, in-
ternational aspects of domestic employment policies, economic devel-
opment and international investment.

It will be the function of the International Trade Organization to
watch over the observance of the principles embodied in the charter,
to facilitate consultation among its members and generally to carry
out the substantive provisions of the charter. The organization as
proposed in the draft charter will consist of a conference of member
states, and an executive board, with continuing administration in the
hands of a director-general and staff.

Although there may be some difference in emphasis, the general
objectives of the European recovery program and the proposed ITO
are essentially the same, namnely an expansion of production and trade
resulting in a maximization of real income and a rise in living stand-
ards. 1 lie difference in emphasis arises from the fact that the recovery
program is primarily concerned with the immediate problem of eco-
nomic reconstruction over the next 4 years. The ITO's greatest use-
fulness can be expected after European production is restored.

The draft ITO charter specifically foresees the possibility of the
formation of new customs unions, including arrangements of an in-
terim character, provided such arrangements include definite plans for
generalizing their conditions within a reasonable time.

INTERNATIONAL Tix Coxxrrrz z
This committee set up in 1931 functions under the agreement of

September 9, 1942, entered into. between the United Kingdom (for
Malaya and Nigeria), Belgium (for Belgian Congo), the Netherlands
(Netherlands ndies) and Bolivia. The committee decides on the
exportable surpluses that are to be made available by the nations con-
trolling the chief tin-producing areas and establishes quotas for con-
suming nations. The United States and other consuming nations at-
tend quarterly allocation meetings and give advice as to stocks, con-
sumption, and requirements. The United States during 1947 received
approximately 50 percent of the declared exportable surplus.

3 Added by ta.
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12. TEXT OF' TASS STATEMENT OF SOVIET VIEWS ON
EUROPEAN AID

(New York Times June 31), 1947)

LONDON, June 20 (AP)-TA4 MW of a Mosoow-broadcas Tan
dipatcA, recorded by tMe Sovit Monitor, on the Mawhau Plan:

On June 28 the (Paris) newspapers IAube and 10 Monde published
a detailed exposition of the French Government's stand at the confer-
ence of the three Ministers in Paris. It is also known that the British
Government's viewpoint in this respect coincides in general with the
French viewpoint.

We have been given the opportunity to expound the viewpoint of the
Soviet Governmet at this conference. The Soviet stand is as follows:

As is known, the Paris Conference was called in connection with the
speech delivered by the United States Secretary of State, Mr. Marshall,
at Harvard University on June 5. In this speech Mr. Marshall ox-
pressed his apprehensions with regard to the economic conditions pre-
vailing in the European countries Ifollowing the Second World War.

He pointed to the grave consequences of the war, which caused
immense losses in manpower and the destruction of towns, factories,mines, and railways, and he pointed also to postwar difficulties in the
economic life of the European countries.He pointed out that the
quantities of onmmodities now being pouced is inadequate, that there
are shortages of food, raw materials, and fuel and that machinery has
become badly worn out, especially in the years of war.

Noting that the demand of certain European countries for food
and other necesties now being received chiefly from America, exceeds
b far their present ability to pay, he said that the United States of
America must do everything in its power to assist in the return of nor-
mal economic Conditions in the world.

CUSIS W = BrArTZ GAIS IN WAt
Dealing with the possibility of America's rendering economic asis-

ance to the European countries, Mr. Marshall said that countries of
Europe should themselves ascertain their needs and arrive at some kind
of agreement among themselves, assuming the initiative in this matter.
He said in this connection that the role of the United States of America
should be that of aford * friendly assistance in working out a Euro-
pean program and of giving subsequent support for such a program,
insofar as this might be practicable, for the United States of America.

Quite obviously, the rehabilitation and further development of the
national economies of the European countries could be facilitated if
the United States of America, whom production capacities-far from
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declining-,considerably increased during the war, rendered the eco-
nomic assistance which those countries need. At the same time the
United States of America, for its part, is also interested in making
use of its credit possibilities for expanding its external markets.
especially in view of the approaching crisis.

When, in connection with Mr. Marshall's speech, the French and
British Governments suggested a ciference of the three Ministers,
the Soviet Government received this proposal favorably, despite the
fact that the system of planning ,-n which the Socialist national econ-
ony in the U. S. S. . is based precludes the possibility of the various
crises and economic shake-ups mentioned in the above speech of the
Amrerican Secretary of State.

Naturally, the present conference will achieve its object only if it
correctly formulates its tasks and methods of work.

OPPOSES FRENCH PLAN

A definite plan of work prepared by the French Government and
endorsed by the British Government has been presented at the oon-
ference. Te Soviet delegation expressed grave doubts with regard
to this plan.

It is one thing to ascertain the economic needs of the European
countries for American aid in the form of credits and deliveries of
goods by means of the etimates drawn up by the European countrio
themselves. This is acceptable and may prove very useful to the
European countries.

It will be an entirely different matter if the conference engages in
drawing up an all-erbracing economic program for the European
countries as envisaged by theFrench project, and will only in passing
ascertain their needs for American economic aid. If the conference
deviates to this path it will digress far from the task set it and will fail
to yield any positive result.

It is stated here that France has an eoiomic plan of her own and
that the French Government hopes for positive results from this plan.
Great Britain also has an economic program of her own. It is widely
known that in the Soviet Union the rehabilitation and development of
the national economy is based on a state socialist plan.

The Soviet people has already carried out more than one five-year
plan. At present the Soviet people is successfully carrying out its
postwar Stalin Five-Year Plan. This insures a steady rise of the
material and cultural well-being of the Soviet people.

CO D.X NS FOREIGN INTERFERENCE

It is also known that certain other European countries also are now
engaged in rehabilitating their national economies on the basis of
2-year and i-year plans. Considerable successes have already been
achieved in the implementation of these plans. Hitherto it was taken
for granted that each nation should decide for itself how best to secure
the rehabilitation and rise of its economy. No European government
intends to interfere and say whether Monnet's (French) plan is good
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or bad for France. This is the affair of the French people itself. But
the same applies to Great Britain and the Soviet Union, to Poland,
Czechoslovakia, and every other European coutr.y

This is how the matter is understood in the Soviet Union, which
more than once offered resistance to attempts at foreign intervention
into its affairs. It was considered perfectly obvious that internal
economic affairs are to be decided by the sovereign peoples themselves
and that other countries should not interfere in these interi;l0 affairs.

It is only on this basis that the normal development of relations
among countries is possible. Attempts at outside interference in the
economic life of various countries have not yielded favorable isults,
nor can they yield them.

If that is true, then any attempts to compel the conference to engage
in drawing up an all-embracing economic program fpr the European
countries-which will inevitably entail intervention on the part of
some states into the affairs of other states-caimot be accepted as a
basis for coo ratioit among the European countries. At present cer-
tain powers display such strivings, but they are doomed to failure and
will only undermine their international prestige.

The conference is faced with the task of ascertaining the needs of
the European countries for American economic aid by means of re-
ceiving appropriate estimates from the countries concerned and sub-
jecting them to a joint examination.

WAN" OTHERS INVITU)

It should be believed that the task of the conference is to establish
cooperation among the European countries in drafting estimates of the
needs of these countries for American economic aid, to ascertain the
possibility of obtaining such economic aid from the United States and
to assist the European cuntries in obtaining this aid.

This is no easy task and will require considerable efforts. But if the
conference copes successfully with this task, an important step will
have been Made in developing ooperation among the European coun-
tries, and at the same time in developing cooperation between the
countries of Europe and the United States of erica.

What European countries should cooperate in this undertaking?
In this respect, too, there is a difference between the positions of the

various cowitries, so it would be wrong not to consider the difference
which should exist in the Allies' attitude to the Allied states, the former
enemy states and the neutral states.

The S&viet Government maintains that the ascertaining of the needs
(estimates) of the European countries for American economic aid
canmt be the concern of only the three countries takin part in the
present conference. Other European countries, too, should be invited
to take part in working.on the problems involved.

WOULD AM WAR ALLIS FUrT

InI so dwig, account should be taken in the first place of the needs
of those European countries which suffered German occupation and
rendered support to the common cause of the Allies in defeating the
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enemy. It is those countries that should be invited in the first plaee
to take part in the economic cooperation in Europe which is now being
planned. Their needs should be given special attention when the ques.
fidns of American economic aid come under consideration.

As to the former enemy countries, they must be invited for appro-
priate consultations.

The question of Germany *s quite a special one. It is known that
the Allied countries have not yet achieved agreement on such funda-
mental problems as the creation of an all-German Government, the
payment of reparations by Germany, Germany s industrial level and so
forth. These problems %re under consideration by the Council of For.
eign Ministers, in which not only these three countries, but the United
States of America as weil is a member.

That is why the (enan question is to be considered by the Council
of Foreign Ministers anti not by the present conference.

As to the methods of txamining the problems at this conference,
the Soviet delegation believes ' desirable to set up appropriate com-
mittees composed of representatives of ti&, three countries and to invite
representatives of the other European states, and in the first place the
above-mentioned Allied countries, to take part in those comittees.
It is also necessary to consider the question of the relations to be estab-
lished with the (United Nations) European Economic Commission.
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13a. STATEMENTS BY MOLOTOV, BEVIN, AND BIDAULT
ON EUROPEAN AID PLAN
(From New York Times, July 3, 1947)

Paris, Jtdy 9 (AP).-Following ia the text of Soviet Foreign Min-
ister Molotov'a statement at the #-nal meeting of the three-power con-
ference on the Marhall Plcn and excerpt fron subsequent statements
by Britkk Foreign ,ecretary Beiin and French Foreign Minieter
BidW'ult :

By ML Mouymv

The Soviet delegation has carefully examined the proposal sub-
mitted b the French delegation on July 1.

'te i rench draft as well as the previous proposal of the British
delegation sets the task of drawing up an economic program for the
whole of Europe, even though the majority of Europear. countries are
known to have no Nation-wide econonhic progranis oftieir own. With
a view to elalbrating such a comprehensive European program it is
proposed to set u a special organization charged with assessing the
resources and nlee(ds of Enropean countries and even with detenuining
the development of the main branches of industry of these countries
and only after that with ascertaining the p)ossibilities of receiving
American economic aid.

Therefore, the question of American economic aid of which indeed
nothing definite is yet known has now provided an occasion for the
British and Frencl Governments to seek the creation of.a new or-
ganization standing over and above the countries of Europe and
interfering in their internal affairs down to determining the line of
devdopment to be followed by the main branches of industry in these
countries. Furthermore, Great Britain and France together with the
countries close to them are laying claim to a predominant position in
the organization orin the so-called Steering Committee for Europe
as it has been named in the British draft.

Verbal reservat ions are now being made to tie effect that this organi-
zation would allegedly not intervene in the internal affairs of these
states and would not encroach upon their sovereignty. But it clearly
follows front the tasks which are being set before this organization or
before tie steering committee that. the European countries would find
themselves placed under control and would lose their former economic
an(d national independence because it Ao pleases certain strong powers.

OUT5ID. PRIEiUE F. AJM

In any case it is now suggested that the posibility of American aid
being received by this or that rountoy involves an obedient attitude on
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its part vis-A-vis the above-mentioned organization and its steering
committee.

Where is this likely to lead?
Today pressure inght be lut on Poland to produce more coal even

* though it be at the expense of the other branches of Polish industry
because that is in the interest, of certain European countries; tomorrow
it will be said that Czechoslovakia must be required to increase her
agricultural production and to reduce her engineering industry and
it will Ie proposed that Czechoslovakia should receive machinery from
other European countries wishing to sell goods at higher prices.

Or, as the newspapers recently reported, Norway will be compelled
to discontinue the development of her steel industry because that is
more convenient to certain foreign steel corporations, etc.

What would then remain of the ec-niomic independence and sover-
eignty of such European countries?

Under these conditions how would the small countries and in general
the less powerful states be able to safeguard their national economies
and independence?

The Soviet Government certainly cannot venture along this path
and continues to support its proposals put forth at this conference
June 30. Nor does the Soviet Governinent share the enthusia.'n re-
garding foreign support made apparent in the last French draft.

FORF.EES (ONTROLI BY UNITED STAT S

When efforts are directed toward Europe helping herself in the
first place ad developing her economic potentialities as well as the
exchange of gools between countries, such efforts are in conformity
with the interests of the countries of Europe. When, however, it is
stated as in the French proposal that the decisive hold on the rehabili-
tation of the economic life of European countries should belong to the
United States and not to the European countries themselves, such a
position stands in contradiction to the interests of European countries
since it might lead to a denial of their economic independence, which
denial is incompatible with national sovereignty.

The Soviet delegation believes that internal measures and the na-
tional efforts of each country should have a decisive importance for the
countries of Europ, and not make calculations for foreign support
which should be of secondary importance. The Soviet Union has
always counted above all on its own powers and is known to be on a
steady way of progress of its economic life.

The first form of cooperation is based on the development of politi-
cal and economic relations between states possessing equal rights and
in that case their national sovereignty does not suffer from foreign
interference.

Such is the democratic basis for international cooperation which
brings nations closer together and facilitates the task of their mutual
aid.

There exists, however, a different form of international cooperation
based on the predominantposition of one or several strong powers in
relation to other countries which slip into the position of subordinated
countries deprived of their independence.
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FRENCH PlAN REECTED

It is perfectly obvious that the first form of cooperation between
states when they act as parties possessig equal rights is radically dif-
ferent from the second form of international cooperation, wheh this
principle is not observed.

The Soviet Government, while favoring the development of interna-
tional collaboration on the basis of equal rights and mutual respect for
the interests of the contracting parties, cannot lend its assistance to
anyone in arranging his affairs at the expense of other countries of l*
strength or size because this has nothing in common with normal cool,-
oration between states.

The Soviet Government, considering that the Anglo-French plan to
set up a special organization for the coordination of the ecmomies of
European states would lead to interference in the internal lairss of
European countries, particularly those which have the greatest need
for outside aid, and believing that this can only complicate relations
between the countries of Europe and hamper their cooperation. rejects
this plan as being altogether unsatisfactory and incapable of yielding
any positive result&

On the other hand the Soviet Union favors the fullest developmett
of economic collaboration between European and other countries on
a healthy basis of equality and mutual respect for national interests
ond has itself constantlv cntributed and will contribute to this end
by the expansion of trade with other countries.

DIVIDED GFJMANT FEARED

The fact that the Franco-British proposals raise the question of
Germany and her resources merits special attention. It is proposed
that the above-mentioned organization or the steering committee
should also deal with the utilization of German resources although it
is generally known that the justified reparation claims of those Allied
countries which had suffered from German aggression still remain to
be met.

Therefore, not only is no special concern being shown for those
counltries which had made the greatest sacrifices during the war as
well as important contributions to Allied victory but indeed it is at
their expense that it is proposed :o direct the resources of Germany for
purposes other than reparations.

On the other hand nothing is being done to expedite the setting up
of an all-German government which would be qualified to take care of
the needs of the German people better than anyone else.

On the contrary the policy of federalizing Germany is still being
carried out in the western zones of Germany as well as the line
action directed toward a still great separation of western German
territories from the rest of Germany, a fact which is incompatible with
the genuine restoration of Germany as a united democratic state form-
ing part of the European family of peace-lovi -. s.
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I'RE)ICT "NO O(DOD RIUMUTS"

What would the imllementation of the Franc-British proposal
collleernilig the setting up of a special organization or of a steering
(eoinmiitee for the elbloration of it colI)r'heflnsive European)l economic
Irogramin lend to?

It would lead to no gool results.
It would lend to Great Britain, 1 ranee, and that group of countries,

which follows them separating themselves from the other European
.tatex and thus dividing Europe into two groups of States and creating
mew diliculties in thef relations between them.

In that case American credits would serve not to facilitate the eco-
tiontic rehabilitation of Europe but to make use of some European
countries against other European countries in whatever way certain
strong powers seeking to establish their domination should find it
profitable to do so.

The Soviet Govermnent considers it neces-us'y to caution the gov-
ernments of (reat lBritain and of France against the consequences of
.,ch action which would be directed not toward .he unification of the
efforts of the countries of Eumqoe in the task of their economic re-
habilitation after tie war, but would lead to opposite results which
have nothing in common with the real interests of the peoples of
Europe.

BY11M1. B1EVIS

Air. Molotov's object ions to the Franco-British program wei based
on a complete travesty of the facts and a complete misrepresentation
of everything the British Government had submitted. I suppose the
method is to go on repeating thom misrepresnitations in the hope
that someone would at least believe them. The British documents
would speak for themselves.

It is a fundamental principle by which we work not to interfe,-e
in the internal affairs of other countries and we hope the national sov-
ereignty of European powers will be recognized and respected equally
bIv everyone while this attempt is being made to achieve economic
cooperation.

F' rom the beginning I have seen in the Marshall proposal a way to
.secure quickly the rehabilitation and independence of Europe-not
a way to undermine it; to make Europe free not to provide for the
doriination of any one state.

When this meeting began I had hoped that all three of us would
be able jointly to give Europe a lead, to cooperate in finding a way
to put the continent on its feet again.

That has not proved to be the case.
But Britain will continue to strive for the unity of Europe, for the

independence of Europe and for the independence of its national units.

REGRETS MOLroV THREAT

I regret that Mr. Molotov has threatened that if we continued this
beneficent work we must face grave consequences.
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Well, my country has faced grave consequences and threats before.
It is not the sort of prospect which will deter us from doing what we
consider our duty.

Nevertheless, I profoundly regret that threat.
Our policy is to dominate none and to cooperate with everyone. We

shall work as closely as we can with the Uuted Nations organization
and inform it and its various bodies and all the governments of what
we are- doing.

If there are governments which will not cooperate, then we shall at
least have discharged our duty by trying to help their.

I regret that in the course of tie meeting, suspicions have been
expreTsed of Britain's intentions. By our action we will prove these
to have been unjustified and in the end, perhaps by example, we may
win when by argument we can't.

By M. BIDAUiJr

I have heard with much interest, and also with some disappoint.
ment, the declaration of Mr. Molotov. His conclusion puts my cotin-
try on guard. I would like for my part to put the Soviet delegation
on guard against any action which might result in separating Europe
into two groups.

So far as it is concerned, the French Government. rejects every sus-
picion of hegemony. The interest of Europan peoples is to be united
and not to be divided. The universe is witness th:it France has done
all she can to prevent such a division, and she solemnly declines all
responsibility for the consequences of a decision which shie has done
her utmost to avert.

I would like to present some observations on the criticisms which
have been made against the last proposal of the French Government.
Several times it was mentioned that it was in effect a program im-
posing certain restraints on various European nations.

I recall, once again, that what we want to ask of European nations
is a balance sheet and that their independence is entirely preserved.
National statistics ought to be added up and compared in a manner
to determine their resources and their needs.
. In this procedure there is not a shadow of suspicion of restraint
imposed upon Europe. As to the organization which ought to at-
tempt to establish this balance sheet it will operate without force and
according to facts which will be furnished to it.

It has been mentioned that American aid was uncertain. It will
be oven more uncertain if the facts of the problem are not respected
and if naturally Europe does not speak up to sav-I repeat this for
at least the fourth time-what she can do for lierself and what we
as a whole are lacking.

DENIES SEEKING DOMINATION

They tell us: This is a pretext to interfere in the internal affairs
of other peoples. I have declared several times, I have even put it
in writing, that it is not a question of fixing directives by way of
authority. It is simply a question of knowing the production and
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objectives of these various countries and of harmonizing them in
complete liberty.

Neither England, I am sure, nor France, in any case, I affirm
seeks a dominating place in such an organization. But we have learned
from the experience of existing international organizations that the
role of great powers cannot be underestimated. This is why we have
thought, as is normal in every other case, that it was their duty to take
the initiative.

Consequently there were not only verbal reserves as to noninter-
ference in internal affairs and as to guarantee of the individual
sovereignty of states, but clear and categorical commitment. There
can be no question of controlled countries which would be subjected
to the pleasure of some great powers. Acceptance of European coun-
tries is not conditioned on their obedience but on their independent
acceptance.'

They will participate if they so desire and my infirniation is that
a great number of them wish to I,articipate. 'Their b.,nevolent co-
operation will be very wecone. 1,'aturially no cooperation other
tian benevolent cooperation can be accepted. - -

All hypotheses which have been put forth by M!olotov--one, for
example, that Poland would be obliged to concentrate on coal to
the detriment of other industries, that Czechoslovakia would be
obliged to abandon certain industries in which she excels in favor
of development of her agriculture, that Norway would have to reduce
her steel production-none of these can be upheld.

REAURE OTJEII NATIONS

We are well qualified to say that no plan concerning any one
of these countries has ever been in the mind of the French dele-
gat ion

These three countries need help. All that would be asked of them
is what they are capable of providing from their side to Europe
in exchange for possible aid which would come firt of all from
other European countries and later from America.

They have facts better than we have them and we ask them to
furnish them in view of establishing an over-all balance sheet.

What, then, remains of independence of European states? Tht
is a question which has been lx)sed. There remains exactly all of it.
I have never been able to understand that collaboration of states can
be achieved only at expense of their independence. Cooperation
among states, neighbors or distant, is carried on with respect for mmuitual
independence, and cbllalmrat ion which does not respect that independ-
ence is without value.

It is consequently in independence and for independence that their
cooperation is sought. * * * It is a question in the first place
of tie individual effort of each state which nothing can replace. Each
state ought do the maximum possible mith the means which the
destruction of war have left to it to reconst -uct itself.

Their, upon the Continent, of limited extent, we must organize
an effort of indispensable mutual assistance to coordinate our means
in friendship "and within this maintained independence.
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Finally, for the difference and in a temporary manner, it is fit-
ting to turn ourselves to anotiei Cit,,.inent which emerged from war
unscathed and whose re.oltc'es are imiien'e, to aid countries which
have horribly suffered 1,'auuse they were t first and the principals
to endure the horror.

SAYS UNITED STATES HAS LEADING ROLE

I realize that a terin has been placed in the French delegation's
pirposal-the words "decisive role" of American aid. I must excuse
myself to have to give here an explanation of vocabulary. "Decisive
role" does not signify the principal role.

Since around this table we are former companions in combat----even
sometimes of combat among ourselve-I might recall that in French
victory and in French defeat at Marengo, at Waterloo, the decisive
role was played by several thousand uen who arrived at the hst mo-
ment. It was the decisive role but it was not the principal role.

As to the principal role we W€ill assume it is each of us, all of its to-
gether, I hope, while the decisive role for several months to come we
hope will be played by the United States.

The United States is the several thousand men who will decide the
battle and victory against misery.

So far as Germany is concerned I want to say again what I had
to say yesterday. The position of the French'Government is not
changed on the question of reparations. The only reference to it in
the k rench proposal provides for consultation of coinfmanlders in chief.

As for countries which suffered from the war which were victims
of Hit lerian aggresion I have myself, mentioned in a spirit of sympathy
for the Soviet proposition the possibility of setting up all priorities
possible.

I now see reappearing, it is trite, the idea of a unified government
foi Germany to which, as is well known, the, Freich flovermneimt is
not at all fatvorable, at least not today. I want to recall that this
matter cannot be the object of three-sided deliberation. Thus on all
points concerning Germani y it seenis to me they were answered yester-
day. I do not want to embark upon useless petition.

The Frtqich proposition does not and will not intend to enchain the
economnies of smaller countries but on the contrary to liberate them.

The day when we have modernized our eeonomv, when we are able
to pay for our essential purchases with our own sales of our own prod-
ucts with our own means. then we shall be truly independent. Inde-
plndence is not achieved in misery and isolation but iiffirmed in human
cooperation and prosperity.
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13b. BEVIN AND BIDAULT AT OPENING OF PARIS
CONFERENCE

WFromi New York Times. July 13, 1047)

PARIS, July 12 (AP).--Fol/owing are the tert* of the stat niets
of French Foreign Minister Bidault and Brlti h Foreiqn Secretary
Bevin at the opening session of the Paris aid conference:

Br M. BDA1L.T

For the first time since the end of World War II, nations which
history parted before reuniting them again are gathered in a common
will of mutual and peaceful help. I am happy that Paris has been
chosen as the place of the meeting which, out of the solidarity of
unhappiness, must create, for everybody's sake, the assertion of a
brotherly will.

It is not the fault of any one of us that all the European nations
are not represented at this meeting. Everything that was in our
power has been done to obtain a favorable answer from a unanimous
Europe to the appeal made by the United States Secretary of State.
Faithful to the thought that has constantly inspired us, we will take
care not to say or do anything that would set aside any nation. We
still hope that seats empty today will be occupied some day. This
seems to us. without any" doubt, in conformity with the collective
interest of Europe, as w'ell as with the particular interest of every
one of the absentees.

We are today facing a task whose amplitude and urgency are
evident to any honest mind.

Following'a terrible ordeal, which repeated in the same generation
the first universal disaster that struck humanity, Europe, our Conti-
nent, cradle of modern civilization, is weakened and ravished. A
great statesman, Mr. Marshall, addremsed to Europe on June 5 an
appeal which we want to answer in such a way that Europe's mutual
self-aid will create conditions for temporary but indispensable Anuer-
ican aid to the Continent.

DENIES INFRINGEMENT OF RIGHTS

It is obviously unnecessary to recall today the events since General
Marshall's offer and until the Anglo-Franco-Soviet talks in Paris
ended the way you know. The documents have already been published.
Anyone may draw his conclusions after studying them, learn what has
been done for the sake of conciliation and by whom; what was the
obstacle to this conciliation, and how.

It has been alleged with a certain tendency toward uniformity, in
a bold assertion whieh I notice without wishing to explain it, that
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tlii, vo' fer-iice M8, a n1iciiace not only to the sovereignty of nations,
but a I.,o to their indei'lei t'ice.

In ol po'llin to h.i, charge, who.e insistence does not compensate
for its inexatte.s, the soveire gtv atid the independence of the nations
ir4 hen., Itiday, b.ing ailirntid. 1

What is the Ibject -f this Rre.ent conferenceI Simply to establish
fll ,rg.t 1izt i I, % hich call ta y the balance Sheet of Europes resources
anid zivedls.

It is iidislwii aile that this be dtne quickly This is the reason
why the Fraino-British invitation was handed to you the (lay after
the break-up of the Three-Power (Cnferen'e at Paris. This is also
the rva-on why stch a short period was ltft for an anzi~er.

Toniiirlrown fluroelus natiols will no longer know how to meet the
purchase of es,,eit ial good, which they are forcel to make by the
current listress of our contineiit without holding corresllxdilig re-
soirces in foreign currency.

MIML8 )LLEEL)M OF AUION

Such is the motive for the initiative taken in common by Great
Britain and France in the mutual interest of Europe, having failed
to a.sso4ciate the Soviet Union in their invitation.

We have absolutely no intention of iunpusing views or methods,
even le.s to employ this conference to establish in Europe a hegemony
with which you know, gentlemen, that you are not here threatened.

What we are proposing to you is to organize, freely and according
to what %%e decided altogether, the effort of European nations here
present so as to limit the assistance of the United States to strict
necessit ies; that is, what we ourselves cannot do for ourselves by our
own means.

Tt has been alleged that the unavowed aim of our meeting is to
rebuild Germany first. The resources of Gerniany ought to be utilized
for Europe. Germany included. I want to emphasize in the name
of the French delegation that any other interpretation is improper.

The hour has cozie to construct a Europe, not-as a great French
voice, that of Aristide Briand, proclaimed already 20 years ago-not
again.-t other nations, not against any other country or group of
countries, but for a better disisition of the inmediate conditions of
9 aace to put an end to a state of anarachy which gives rise to conflicts
.maintaining distress.
'Fie whole of El"urope is not l)re.-eiit here but those who aire present

have the right to speak in her niame, and to act for her.
R ,inforernents will colie. I am sure of it. when our loyal work will

have proved to all, with obvious interest, what was the path of genuine
independence.

The hour has come to accomplish the dlestiny of Europe by returning
her to the place which was hers, since the de&pness of the ages, in the
life of the civilized world.

The noble initiative of the Government of the United States is for
our peoples and appeal which we cannot ignore without betraying
them.
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'1'ogther. then. we will make. and make it quickly, the effort of
mutin lself-aid which will make us worthy of being aitled.

k'to genc'tiojisi mii of all count ries who rejected a seltish nt ional-
isil have lof)ge1 for this zassemibly which is beiig held today. Let us
be proud to tx wilne.s to it and to be the go x craftsmen of a task
dreant'd of for ('iitiries and. at the present time, urgently neeesi.ary.

1 relpat that we did not want any refusal. that we shared no effort
to niake our rtdl(eriig ngor iiiiiierous. S ich as it is. our neeting is a
great fit loif for hope for all of .. who are, here and for all thos who
will follow.

By MR. BFv1N

Gentlemen, ] wI|old like to express to you my thanks for electing me
chia1li of this coin ference.

I reg ard this as an historic conference.
On behalf of my Governm.ent I desire to express our thanks to so

many .ountries for their promit response to the invitation which the
Frenmch (.overnment and His Majesty's Government took the respon-
sibilitsr of issuing.

The" political ciiflictlties which have inevitably arisen as a result of
the war will take a considerable time to settle. In the meantime, there
is the vexed )robhm of the economic problems from which Europe is
suffering today. The speech of Mr. Marshall, we felt, gave an oppor-
tunity and a "challenge for a prompt reply, and called upon us to
grap)le immediately with the European problem as a whole. It was
continelnt speaking to continent.

We believe that an energetic ap)roach to the economic p"oblens of
Europe will not only bring immediate benefit and reduce the suffer-
ings caused by the war but, if our handling of this problem is success-
fill, it will in" fact facilitate ultimately the right political settlement
in Europe as well. For a country like ours and France to be accused
of interfering with the sovereignty of small nations, after the suffering
that we have incurred in their defense in two world wars, is a charge
which, history itself by outr actions proves, I think, to be just nonsense.

The motive, therefore, thit prouipted us in taking this step was a
desire to utilize by voluntary, I emphasize voluntary, arrangement1
the resources of Europe in order that they may benefit the whole of
Europe and, indeed, assist her to get lack to the proud independence
she enjoyed so long, only utilizing tide supplementary assistance offered
by Mir. lar.hall to failitate that end.

121Y1ES POLITICAL LINKS

I peat. therefore, that this conference is economic and not political
in its conception or intention.

On behalf of the Briti.-h Government I ain authorized to state that,
not only its own resources but, insofar as it canm influence then, the
resources of tie great Commonwealth will be directed as far as pible
to help rehabilitate Europe. We regard that not only as our duty but
as our interest, since the quicker Europe can be brought back to a
state of economic health the more we shall all mutually benefit.
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It j.. a mitlter otf regret that certain countries in eastern Eur,)e
have not beel, able to atietld this coliftl'elr'e. a11u if olle follows tiLe
news and views ,xjre...ed I si llsu'e I hey regret it as jIntlel as we regret
their ah-wnre. We full understand. aid we expr'e,-t our sympathy.
But I think that I voice'the general .'iitiient of all the ('tijitries, not,
olly in this conferencee but outside Europe, when I sIv that I think
it is thie' Wishi. a-, vel'tl'tlillV it is (|tll.S, tha the door shall Itilain wide
-lm,1i, t,, all th,,. of gENmN will who want to cotiilrIbilte to the liealthy
life of Eroix.

]But this is a busiiees m inug, and it i,. emmiial to expe-dite our
Ibuile s with the gil'ftt'-st Il(.ible speed. We have 11t idea of setting
till a lpermanent (lrgtiiiZiat ion rival to lht- Ulited Nat ions, it is a piece
#fadlhoc machinery to grapple with this sIvial iroleul, aud, I repeat,
effective and quick'at'! iom is required.

Our loyalty to tile United Nationts reiaiis as it always has, coulil)lete
ant firm, iata we ire anxious to work in coope-ration to the fullest pos-
sible extent wit h the appropriate ogaltis of tlie United Nit iolts; ilt I
repeat agail that the prime purpo.,e of our action was to re.pond to
lie [Tnited States I)r'oposal.

'The Il'itibh and Fiu'ch GOveruieits. in their invitations, have
ute (eltain suggest ions. 'Them- .ugge.t sonis are based oni the priii-

ciple that the reliet of the ErlOpeanl Couint'ies imist relate to Euiropeaxi
sources as well as I 4uirolan ied.s. We mllusl itY payllitular atten-

ion to the conmno d itit.s in short supply in Europe, particularly food
:1ind agricultural prodlucts. (-(Pill and po'er. iroi a1( steel, trilibspI)rt,
b6ilnce Of pa n'ieit". iilluiii lloiu, and lrobbleL s of that character.

Our lirst hminediate step, thierefoie, lhuhld [e to agre that an or-
ga ii,.ation be mt lip. I stuggst that it would be inappropriatot for
the Miuist4'rs to work out the details relating to tile organization, aid
I would suggest that our first step sh1old( be to create a working coi-
inittee representing all the members of tile coaife eice to examine
tliese qutitioils alld to relot back to this conference in the shortest
pomsibl-e time. I mig'est that this working coinittee ought to be
ulppoillted at oice alltiget to work at Onc'. 'o this end I would pro-
pose to subiit a suggestion for conideration to ile conference, which
i su gY st %%e shoul d pro'eed to (hids.,,s forthwith.
Tle re sAutioll which I would iggiest il order that the comumittee

light get to work and obtain the views (if all the governments is as
follows:

"liesout ion ,iiiiitA by thep United Kingdom delegat ion1.TIhi." co nferei'e. hu, "iiig uiohed t ,e suggest ions colita iiied in the

aliex to the iiivitatioil." is aied by tlhe Britis)i aild Freich Governments
(ilk July 4. further rem dle,% to .et i.p as a matter of urgency a series
of colimittees which shall iveet in Paris to prepare a response to the
smigges't ils of the unitedd Stales through their Secretary of State and,
for this purpo,.

"Aj)j)Oilt at once a working ctalnjittee on which all countries mem-
ber of this couifeivneue halll * repre.-ented to consider the question of
the orgaiZat ion of the 'n(,diit.ees colrit.'ried with particular reference
to the conduct of bimiie.s and ietnbeszhip of these committees and
to produce a report for consideratiou by the conference oil July 15."



14a. PUBLIC LAW 75-EIGHTIETH CONGRESS

j('llAl-rtnit 81 -IST St,).?1N I
is. Mi,

AN M7T
'T'o i deiti for ul"i i'unci, t o lit I(,rs'ce aiid Turkvy.

Whir'esi (, Ge overiinienlts of (reeCe and Turkey hive sought from
lie (lovermiiient of tlie United Sta les ilnedilell a nillcial and

otlier iisi.ilice which is necesmirv for the maiteniiailice of their
limial integrity ind their survivl ;S free nat ions; and

Wheieas tlie national integrity and survival of these nat losl fire of
iiportaice to the . 4ilriV oif fle l'nited States itlii of all freedom-
loviig peoples unutif ld emi lipiamn te receipt at this time of assistance;

Whereas the Socurity iUicil oif the Uniiited Natits lt recognize(
[lie seriolisiess of ihe Inslett hd conidit ions pre-vailiitg on file border
tWWell reece onll le oiie hand and Albania. Bulgaria, and Yugo.
shlvia oil the oWer,. and, if (he lre.eli ellergellCy is mel. limay
stmtlielitl a-,sume fill respionsibility for this phase of the prob.
ien as a result of tie investigation which its commission is cur-

rent ly conduct ing ; and
Wlieru'js the Fixid aid Agriculture Organization mission for Greece

rVe'.oglizled the liece,.itv that ( Meece receive fililaelail a1n1 ecouionic
ssistaliv and lollilieillded that 0"re-e rlusest such assislance

from thie appiipriatie agencies of the I'nitled Natiolis and from flip
Governments of tie United States ianid the United Kingdomn; a1i(1

Whereas tile United Na tions is niot now ini i position to furnish to
(Ireee ilnl Turkey lie fnincial and economic assistance which is
iinmedatel require d; and

Whereas ihe'furnishiig of such aistiance to Greece and Tirkey
by the United States will contribute to tlhe freedom mid inide-
peimdeli -e of all meliibelS of tihe United Nations ill Collfornmit y with
the principles and i purposes of tie charter : Now, therefore,
Be. it einafel by the Nie.at(f' 11t IIOuiv of la'(prev2lenhti'em of I As

United A'fates of Atmerica in ('onress a.Yeffble('d, 'That, not withstand-
ing the prcvisioiis of any other law. the President may from time
to tline when lie deems it in the intermst of the United States furnish
aumisance to (Giece and Trkey, iupon request oif their govermnents,
and upon ternis and conditions ielerniined by him-

(1) by rendering inacial aid in the form of loans, credits,
grants. or otherwise, to th-se countries;

(2) by detailing to assist those countries any persons ill the
eliiljioy of the (overllilemut of the United States; and the pro-
visiolls of the Act of May 25. 1938 (52 Stat. 442), as aimended,
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applicable to personnel detailed pursuant to such Act, is amended,
sha be applicable to personnel detailed puntiJuit to this paria-
graph: Proe:ided, hoiie,'er, That no civilian personnel shall be
assigned to (h'mee or Turkey to a(hninisler the piurposeos of this
Act until such personnel have been investigated by the Federal
Bureau of Investigation;

(3) by detailing a limited number of members of the military
services of the United States to assist those countries. il fill
advisory capacity only; and the provisions of the Act of May 19
1926 (44 Stat. 565), as amended, applicable to personnel detailed
pursuant to such Act, as amended, shall be applicable to personnel
detailed pursuant to this paragraph;

(4) by providing for (A) the transfer to, and the procure-
neiit for by nianufiecturd or otherwise and the transfer to, those
countries of any articles, -ervices, and information, and (B) the
instruction and training of personnI of those countries; aitl

(5) by incurring and delaying necessary expenses, including
administrative expenses and expenses for compensation of per-
soinuel, in comection with the carrying out of the provisions of
this Act.

Stc. 2. (a) Sums from advances by the Reconstruction Finance
Corporation under section 4 (a) and from the appropriations made
under authority of section 4 (b) may be allocated for any of the pur-
poses of this Act to any department, agency, or independent establish-
nient of thle Government. Any amount so allocated shall be available
as a(vancement or reimbursement, and siall be credited, at the option
of the department, agency, or independent establishminent concerned,
to appropriate appropriations, funds or accounts existing or estab-
lished for tie purpose.

(b) Whenever the President requires payment in advance by the
Government of Greece or of Turkey for assistance to be furnished to
such countries in accordance with this Act, such payments when made
shall be credited to such countries in accounts established for tile
purpose. Sums from such accounts shall be alloca,. d to the depart-
nents, agencies, or indepiendent establishments of the Government
which furnish the assistance for which payment is received, in tile
same manner, and shall be available and credited in the same manner,
as allocations made under subsection (a) of this zction. Any portion
of such allocation not used as reimbursement shall remain available
until expended.

(c) Ihenever any portion of an allocation tinder subsection (a)
or subsection (b) is used as reimbursement, the amount of reimburse-
ment shall be available for entering into contracts and other uses
during the fiscal year in which tie reimbursenent is received and the
ensuing fiscal year. Where the head of any department, agency, or
independent establishment of the Government determines that replace-
ment of any article transferred pursuant to paragraph (4) (A) of
section 1 is not necessary, any funds received in payment therefor
shall be covered into the Treasury as miscellaneous receipts.
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(d) (1) Pavinent in adivauce by the Government of Greece or of
Turkey sall be required by tie Piresident for any articles or sArvices
furnished to such country uln pa ragraph (4) (it) of action 1 if
they are i G" paid for from fuiuIs a~tvanced by the Recon.,truetion
Finance Corporation tinder sect ion 4 (a) or from funds appropriated
under authority of section 4 (b).

(') No department, agency, or in(epeident establislinient of tho
Government shall furnish ainy articles or services under paragraph
(4) (A) of section I to eitlher Givece or Turkey, unless it rI-eives
a'lvaneements or reimbunsements therefor out of allocations under
subsection (a) or (b) of this section.

S:'. 3. As a condition precedenit to tile receipt of any assistance
pursuant to this Act. the government requesting such assislane shall
agree (a) to permit free acce s of United States Government cffic-als
for the purpose of observing whether such assistance is utilized effec-
tively and in accordance with the undertakings of the recipiit
government; (h) to permit representatives of the pre.s and radio
of the United States to observe freely and to report fully regarding
tlhf utilization of such asistaiiee: (c) not to transfer. 'without tile
consent of the Pre sident of the United States, title to or possession of
any article or information transferred putrsuant to this Act nor to
permit. without such consent, the ue of any such article or I1,1 11"V
or disclosure of any such information by or to anyone not -in officer,
employee, or agent of the recipient government: (d) to make such
provisions as may be required by the President of the Unitei States
for the security of any .article. service. or information received ,,,r-
suant to this Act: (e) not to use any part of the proceeds of any lo.n,
edit, grant, or other form of aid rendered pursuant to this Act

for the making of any payment on account of the principal or interest
on any loan made to such government by any other foreign govern.
ment: and (f) to give full and continuous publicity within such
country as to the purpose, source, character, scIpe, amounts, and
progress of United States economic awistance carried on therein
pursuant to this Act.

Src. 4. (a) Notwithstanding the provisions of any other law, the
Construction Finance ('orporation is authorized and directed, u"til
such time as an appropriation shall be made pursuant to -mibveetionu
(b) of this section, to make advances, not to exceed ir the aggrerate
$100.000.000, to carry out the provisions of this Act, in such manner
and in such amounts as the President shall determine.

(b) There is hereby authorized to be appropriated to the Pr,';dent
not to exceed 400,000,000 to carry out the provisions of this Act.
From appropriations made tnder this authority there shall h- rentaid
to the Reconstruction Finance Corporation the advances made by it.
under subset ion (a) of this section.

Sic. 5. The President may front time to time prescribe such rules
and regulations as may be necessary and proper to carry out any of
the provisions of this Act: and he may exercise any po-.'er or iuthor-
ity conferred upon him pursuant to'this Act through such depart-
meat, agency. independent establishment, or officer of the governmentt
as he shall direct.
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The l'm.,ident is dilcted to Withdraw llany or 11l aid authorized
herein u(l.er illy of tile following circumstances:

(1) If requested by the Gov'ernment of Greece or Turkey.
rcS)e(stively, represening a majority of the people ot either sn:,h

(2) If the Security Council fields (with resl)ect to which fill(l-
ilg the United Sittes waive, tlhe exercise of ally veto) or the
General AKsembly finds that action taken or as.sistaiwe furnished
by tile United Nations makes the coitinumnee of such assistance
minece(issr or undesirable;

(3) If tihe President fillies that illy plum'lj ms of the Act have
beel substantially acconiplished by the fiction of filly other inter-
governmental organizations or finds that the purposes of the Act
are incapable of satisfactory accomplishment: and

(4) If the President finds that any of the assurances given
pursuant to section 3 are not being carried out.

SE-. 6. Assistance to any country mider this Act may, unle,, sooner
terminated by the President, be terminated by, concurrent resolution
by the two Houses of the Con ress.

Sw. 7. The President sharl submit to tihe Congress quarterly re-
ports of exl)elldittires and activities, which shall include uses of Aunds
)y tile recipient governments, under authority of this Act.

SFA'. 8. 'he chief of any mi.isiomn to any country receiving assist-
mnce miuler this Act shMall ;e appointed by the President, by amd with
the advice find coll ,,elit of thel Sellate. 1iid hall perforln'such fulic-
tiomis reliting to the administration of this Act i1. tle Piesident shull
npredsc,,,ribe7

Approved Maiy '2"2, 1947.
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14b. JOINT RESOLUTION PROVIDING FOR RELIEF TO
DEVASTATED AREAS

[lrnurc LAW M--St.CA'N Nut]
[Cnl.wwaR 90-1ST Su.SSIO]

[L J. Be& 153]

JOINT RESOLUTION

Providing fur relief agolstaance to the people of countrie devaitiated by war

Rrohr'd by the Svnte and IHouse of Repreen atfi'ex of the LU'iIed
States of ..Im4 'rra its ogrems uxuenib/lj'in'liat there is hereby ant hor-
ized to he appropriated to the President not to exceed 4)'0.1N)OiO
for the provision of relief assistance to the p)eple of couitries devas-
tated by war. such relief as-sistance to be litnited to the following:
Ii. medical supplies. processed and unprocessd materials for
clothing, fhiel. fertilizer. pe-sticides. and .eed P: lro,,ided. That front
the funds authorized under this section the President shall untke con-
fributions to the International Childrens EinergencY Fund of the
United Nat ions for the special care and feeding of children, and such
contributions shall not be subject to the limitations indl requirements
provided in this joint resolution, but after $15,M)0,00) has been so
contributed, no further contributions shall be made which would
(aise the aggregate amount so contributed by the United States (1)
to constitute more than 57 per centuin of the aggregrate amount con-
tributed to said fund by all governments not receiving assistance fron)
said fund, including the United States; or (2) to exceed $40,O00,000,
whichever is the lesser.

There shall be established and maintained, out of the funds author-
ized under this joint resolution, a relief distribution mission for each
of the countries receiving aid under this joint resolution. Such mis-
sions shall be comprised solely of American citizens who shall have
been investigated as to loyalty and security by the Federal Bureau
of Investigation. Such missions shall have direct supervision and
control, in each country, of relief supplies furnished or otherwise
made available under this joint resolution, and, when it is deemed
desirable by the field administrator provided for in section 4. such
missions shall be empowered to retain possession of such supplies u)
to the city or local community where such supplies are actual ly made
available to the ultimate consumers.

Not more than $15,000,000 of the funds authorized under this joint
resolution shall be available for relief in any countries or territories
other than Austria, Greece, Hungary, Italy, Poland. Trieste. and
China. This provision shall not imply any obligation to give relief
to any of the countries ment iosei.
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Notwithstading the provisions of any other law the Reconstruc-
tion Finance Corjoration is authorized and directed, until scl titte

s 1allp)Prolriation shall be made pursuant to this section, to make
advances, not to exceed ill the aggregate $75,t0,M0t) to carry out. the
provisions of this joint resolution, ill such nuanner awl in sullh iailoult.S
as the President ishall determine. Frot appropriations authorized
ttder this seCt lol, there shall We repaid to the Rlkonstruct ion i iiance
Corporation (ie advartces made by it under the authority contained
herein.

Stc. 2. (a) Under the direction of the President, such relief assist-
ance shall be provided in the form of transfers of supplies or the
establishlmnent in this country of credits subject to the control of the
President, in such quantities and on such ternis as the President may
determine; except that no such tttimfelrs of supplies or establishment
of credits may bei made after June 30, 1948, and except that not more
than 6 per ceituin of tit(e amomit l'erein authorized shall be used for
the prK'tiralent of supplies outside the United States and its Terri-
tories anl xsesiolns.

(b) In carrying out this joint resolution, funds authorized herein
may be used to pay Jiecesl-iry expel.-s related to the providing of
such relief assi stance, including expmeses of or incident to the pro-
curement, stonlge, transportat ton, uaut shipment, of supplies trails-
ferred mnder s uibction (ms) or of supplies purchased front credits
established under selection (a).

(c) Funds authorized under this joint resolution may be allocated
for filly of tle purpom.s of this joint resolution to any deportmeit,
agenvy, or illtlelje&'tlie-lt e4ahlutielit (of the Go0erliuueit ald hiucl
sums ,hall be at ailable for obligation alid expenliture in accordance
with tie laws governing ohligitionti and expenlditures of the depurt-
ment, agency, or indepndent establishment, or orgauiizational tlllit
thereof coneriml, uind without repird to six-tiois :1709 and 3648 of
the Revised Stattm is. ts amnd-d (U. S. C., 1940 edition, title 41, sec. 5,
a ld title 31, se. 5.29).

(d) Suct'h additi.oal civilian eniplovyes as mty be requiired by the
War )eparieit in tolill com tion wit l ihe furnishing of procurellient,
storage, t raisportatioln, an1id shipment sel'vices ider thill joint re.so-
Jut ioll and which services ille paid for fromt fli1i herei authorized.
sl:all iot be counted its civilian 'lliployvete within the cleaning of see-
lion 607 of tile F'deral Emtployees lPay Act of 1945, as amended by
,et iol 14 of the Feteral Enp ovu. lay Acvt of 1946.

le) 1,1eit iy illy psrtniit, aigeicy, or independent t establisllielit
of tie (:mverl',.1il 1'eives r'1lleqt froill the government of aty cOulli-
try flor which c.edits have lm-en establiblbed uMler subsection (a) and

'lwei. fronm credit. so establi.isd, advanc&llents or reilnburse-
iellts for the c' lt filld let-em.lury expeist.., it niay furnish, or pro-

cire :uitd fillrIisl (if ailvalteenlits Ji iade), suipplies within the
category of relief aisualce as irtlled ill sectioll I and may e1.
stiilis So Ip 'reived for the pualisases set fourth ill sub.-Aetion (b) of this
sixtioll. When any slii reiulblirseient is made it shall be credited,
fat the option of tOe department, igen('', or indepelldelt establish-

ewiit concernae,. either to the appropriation, fund, or account utilized
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in incurring the obligation, or to an appropriate appropriation, fundl1l,
or account which is current at the time of such reimbursement.

(f) In order to supplement the generaI relief assistance made .tvail-
able under the terms of section Ir and to effect the econoiuical and
expanded use of American voluntary relief contributions, funds
authorized under this joint resolution, not to exceed $5,00,O00, may
be used to pay necessary expenses related to the ocean transportation
of supplies donated to or purchased by American voluntary and non-
profit relief agencies7 and in such quantities and kinds md for such
purposes as the President may determine to be essential supplements
to tr ie stipplies provided for stch general relief asistance.

(g) The relief supplies provided under the terms of this joint reso-
lution shall be procured and furnished by the appropriate United
States procurement agencies tiless the President shall determiile
otherwise.

S:v. 3. No irlief assistance shall be provided under the authority
of this joint. resolution to the people ol any country unless the gov.
ernment of such country has given assurance satisfactory to the Presi-
dent that (a? the supplies transferred or otherwise made available
l 1 1i4iualit to this joint resolution, as well as similar si1plies produced
locally or imlorted from outside sources, will be distributed aionF

the 1ople of such country without discrimination as to race, creed,
or political belief; (b) representatives of the Government of the
United States and. of the press and radio of the United States will
be ixriiitted to observe freely and to reloit fully regarding the dis-
tribution and utilization of such suplihes; (c) 'full and continuous
publicity will be given within such country as to the purpose, source
character, scope, amounts and progress of the United States relief
program carried on therein pursuant to this joint resolution; (d)
if food, medical supplies, fertilizer, or seed is transferred or otherwise
made available to such country pursuant to this joint resolution, nto
articles of the samne character will be exported or remoed froia t:elii
country while need therefor for relief purposes cotinLues; (e) su'hl
country has taken or is taking. insofar as possible, the econolnic illeas-
tires necwsari' to redhce its relief needs and to provide for its own
future reconstruction; (f) upon r quest of the Peasident, it will fur-
nish promptly inforniatiot concern ill the lroxiction, ise, distribu-
ion, illaita'ation, and exploitation of any Supplies which alect the

relief needs of the people of such cotutry; (g) representatives of the
Government of tie United States will be ixrmitted to super l.. the
distribution among the people of such country of the supplies tra:..4-
ferred or otherwise made available pursuant to this joint resolutions
(h) provision will Ie made for a control system so that all classes of
people within such country will receive their fair share of essential
supplies; and (i) all stplqies transferred pursuant to this joint rem-
luition or ,,, juird tiirough the ise of credits established iiursualit to
this joint reimlution and any articles processed froin such supplies,
or the containers of such sulplies or art icles will, to the extent prac-
ticable. h marked. stumped, branded, or labeled im a conspicuotis place
:is legibly, indelibly. and pernmllent 1;ls the nature of such Supplies,
artiCles, or contaieis will permit in such iianner its to indicate to
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the uilt innlte vonouilr in such comit rv tihat s ci supp lies or articles
iiiove lxei furnished by the I'nired Slntes of America for relief assist-
iII("e: or if suclih supplJies, articles. or containers are il'apable of being
so inalrked. stamp led. branded, or labeled, that all practicable steps
will be take to infori the uitlimle conlsulers thereof that slllch sup-
I lies or articles have been furniished by tie Unifed States of America
or relief assistance.
S .:. 4. Wheni supplies are transferred or otherwise lnn(le available

to aliv c.41ulntry ipursulant to this joint rt'soltioth ie Presidelt shall
cause represellItltives of the (iovernient of the unitedd States (1) to
supervise the distrilbution of Ruich Sul)plies alalong the people of Such
:tllnItry. (2) to obseIve and reli)l with re-spIct to the earrying out
of thellissirunneem givenI to tie President lursuant to Sectlion 3, and
(3) to seek arlllineleints tinhat repallltiIls pilyallie front Current pro-
dll(tio1n lv 1ny11 Suh (.llnltrIv to tiv other (otllltry by treaty be post.-

Inedl dut'ing tle plriol of suceh relief.
With respect to the furnishing of relief ass.taihce pulsulnnt to this

1j"It remilution. the Prosident shall aplhlint, by and with tile advice
amd colent of the Senate. a field ndnmniiitrntor who siall diret tie
Hil)ervisiill of sueh relief a.limtaMne. S'h idutinistrator ,shall receive
e(iflllIllsltio(l tlt a rate not to excee( $12AX per nuli, anll ally
IleceIsllrIv ex ljense, as the Presidewt shall detern,'*,e, lie shllI ac:t
ill aceOl'rllltee with the ilistllet iills of the President.

The authority of tile P s'ident ider sectioins 2 and 3 !nd under
thi sit, 1s1e t i to l tlll e extlellt the Presilent dire'tts, l eX('xem ,4d by
the Secretar" (If State.

rel. .5. (a). The Presidlenlt shall promptly ternilute the provision
If relief assistance to the iople of nIlV cOiilltl' wheliever lie deter-
lnlles (1) Cont. by relsonlt of (hanged" cOlliti(illg. tie provision of
relief as.,istanll( of tie clrllacter lltllorized by thi jillt resolution
is noe lonIger necessary, (2) tlint ally of tilt( a -sirances given pursuant
to section 3 are not being carried olIIt (3) that an excessive ailliount.
0! any supplies transferred or otherwise made available pursuit to
this joint resolution, or of similar supplies prolticeil loally or im-
Islilctl froll olitsde iil'lces, is being lis(e to n.ist ll tile niailte-
mIllle (if anrmed forces in much'l c.olntry. or (4) that suIppllies trns.
ferried or otherwise lllde avaihiile lIllIllllt to tli1 jOilt resoiiuti~lul,
ir shihilr mspplies piroiuced Iovollsy or illorletl fronm outside sIllrces.

ar .I,'ilg (,Xlirted or reIlloved from'u multh colllltrv.
(b) Relief lih.4istllie to tile jIcoIle of fifty colilitrv. uinlder this jiit
solulio iln. 8111111, llnlefq Sooner terlnint4 Iy the ]Prei'dent, be ter-

initnated whenever stch term'naillion is tlirevt d by concurrent resolui.
I ii of the two I lus'5 of tile Co j gnre.'.

St:c'. 6. To the extent that relief Supplies procured with funds
antllori'ed ulldierthis joint r e )lition are lot furnished ol tennis of
reiputynielnt ill dollars. they shall hie furnished only tlpou conditions
that 'the government (if the re('eivigi t ult,' ligree t'lhll wheui it sells
slih ielief supplies for locall 'urincy (i) the lllloilts of sll local
('lrreulce' will II !ejimsited ly it ill a siecitdl accolit: (b) .luch Lcount
will IIM'4i within Stich4 Colltr'. as a revolvintg fund. Illitil June 30.
1948, only nport the approval of the duly authorized represeitative of
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the United States, for ivlief anid work relief p)urloss, including local
currency expenses of the United States incident to thie firnishiiig of
relief ; anid (c) any unencumbered balance remaining in such account
o) Juie 30, 19|48, will be disposed of within such country for such
i)llroise its the United States Government, )ulrsulint to Act or joint

A)so tion of the Congrs, may determine.
SEc. 7. Tie Presideis siall submi to the Congress quailterly re-

ports of expenditures and activities under authority of this joint
resolution.

Appirved MAiy 31, 11)47.





15. AGREEMENT ON AID TO GREECE

(Sign(! at Athwe, Jute ,). 1147: entered Into fore June 20, 1947.)

Tho Governineilt of the Kiiigdiii of Giree h:viiig retllusted tile
(lovernmenit of the l'nited States of Am erica for fihiniwial, matf.rial,
nnd technical assistance to avert economic crisis, promote national
recovery, and restore internal tranquillity; and

The congress of tie United States, in the Act approved May 22,1947,1 having authorized the Pre.id,it of the Utited States to fu'nish
sutch assistance to Greece, on terms constant with the sovereign
indeendence and security of the two comtries; and

The Government of (Yreee. in a note to the Government of the
United Stateq of .June 15. 1947,' having proved certain measures
within Greece which it deems es ential to the effective use of United
States assistance and of Greece's own r".oulPs in promoting recon-
struction and recovery in Greece as soon as possible; and

The Government of tile United States and the Government of
Greece be.ieving that the furnishing of such assistance will help to
achieve the basic objectives of the Charter of the United Nations'
and will further strengthen the ties of friendship between the Anen-
can and Greek peoples:

The undersigne(f, being dily authorized h3 their respective Govern-
ments for that purpose, have agreed as follows:

Aimcm. 1

The Government of the United States will furnish the Government
of Greece such assistaice as the President of the United States may
authorize to be provided in accordance with the Act of Congress
approved May 22, 1047, and any Acts amendatory or supplementary
thereto.

Ammma, Z

The Government of Greece will make effective use of any assistance
furnished to Greece by the United States and of Greece's own resources
in order to advance reconstruction and secure recovery in Greece as
Soon as )os)siH le. To this end the Government of Greece has already
undertaken, and hereby agrnes, to effectuate the measures proposed
in its note of June 15, 1047, to the Government of the United States
and will take ,uch further action as may be appropriate.

Public LAw 75, 80th Cong., Post, pp. 32-36.
Post, p. 27.

'Treaty Series 993; 59 Stat. 1031.
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Airritu: i3

'ihe (;oierilllelt oif the Un ited States u ill Mi14 to (;l'4-tv. a lisini4I
to lie known a1 iths .iitiin Mt.. .mr -i fo.r Aid to (hIwve (hervillafter
ieferred to as the Amierian Mir.ioin). The (hief of the Anierical,
Mi.,iol. de.,igiiued by the lresident of the United shatvg. will repIe-
.Mint tlie ( om el'-lilint of the I'ited il StItes oil itattirs relatijig to te
i..'',i-tsilte fui'.,hed under this agreement.

Amiriu 4

The Chief of the Alilericll Mid iol will dtermiiiiie. in coinultation
with repelentliat iV%( of the (overnmneit of (riree. the terns alld con-
ditijis tlion whlh sip'iied amsi.sltuitce shall from tiie to tilimp be
furnished under this AgimIent, Under tile (lirevtilt (if (ie Chief,
ht. MiSmioll will provide ut'll advisory n1,'ai.tance alid will exeli.e
m'ih flltitioils as irv itece~alr" and prolier tIo tissis le (loverlitinent
of (Gre.e to make thet,- eto 'fctiA v use of any assistance furnished to
(re.C* by tile United Statt alid of (reece's own rt, urves ald thereby
to ldtlanic( iecon.in rilti liol sl an ure recovery ii (ireefte am o111 al
ji~l.ue,,. Certaini of these fuletions are coniiailied ill the n easur'es
IiI.xl00,d [IV (le Goverl-iiielit of (ireece int its note of Junle 15, 1947.

Aim(cu 5

'lhe (uoverimlenit of (Gl'tce will furnish all practicable amiistaltee
to lile Amierican Mi.sion to facilitate file llerformiianice of ils fune itns,
tile movement of Mission personnel to, in or from (reece, the elioy-
nient of Greek natio(ials and residents, (le alql4UIbhion of facilities
id service, and the iarforlnanee of other activities of tlie Mision.

hile peroin.l of tie American Mi~si(Ii .nil the plmIrt~a'y Of tile Mis-
s'iOt an(1 of its lst',iotiel shall enjoy in Greece the salte privileges

td iuiintiiies ai are eijoved Iy (lie persoinel of the United States
Euiabussy ill G.ece11 a41 dlie properly'. of the Eaba.sy and of its
lw S4. ll'el.

ArTILK 6

T'le GroveI jileun tit of Gleee will permit the IIIeiieii'I' of the A iericaia
Mission to ilbserve freely tile litilizat ion of assisitce fiurnlished io
(rreee by tile United States. The Covermnent of (Iret'ce will mainl-
tainh 111OCCOllllt8 finid re'ons. and will furnish the Apnrican lMission
sitt'h reports and in format ion, as the Mission mtiy request for tle
performance of its functions and responsibilities.

Am'CLE 7

The (Governnieit of Greece and tle (wovernient (If (lie lniled
States will cooperate iii isiing the peoples of tie United States and
Green e full information, collistent with the s ,eurity of (lie two
countries, concerning tie assistant e fumnishd to Gre.e by tie United
States. To this end-
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(1) ipiv.:enlaativ. s of tie pr.s alld radio of tile Ulnited States
will be pe.rinitted it) ob.i've fr,.I? ail Ito report fully reg lrding tie
IltiliVaw io of Rut1r a.talive; I'am

(2) The (G;'mi'rmnwut of (i' will afford the Amiaerjian M ,..iola
:pm.rt amity for, md will coowrmae with it ill plovitliag, full amid
,olatiiolatas publicity within (ice, inluding perIodic reports by the
• Mi.S.,ioa. as (ii actiities uler this Agrriainent and tie purpose. S4111a114e,
th']ratte~r , jull illaitSl9 alld iri'eu of Such s' a.,itce.

AIrrilri. S

The (imPrnme'mt of (iveeee will nmke such pro'Visiols as may Ie,
required by tlie President of (lie United States for the security (if any
alr ti.e. sel'vi ce. or information io received lpuarsti Ull to thIis Agi'elalaelli.
It will not transfer, withot tie (on-lit tf the Pr'sident of the
I'iitt'd Sttes., title to or i)4r.i,,,siom of ilt%, such article or ilfornia-
fitll ior permit. without ,uch con.emat, the'ue of ayi Nuch article or
tlip use or (limlmuil of Buiy sli information by or io alyona ll Ill I
Oficelr, enlplo'ee, or agent of lie Oem-auaeut of (iece or for anly
,lrpo.se other than dtht for which the article or information is
urnished.

Ajirru 9

The (Qovernmmet of (ireet will not u.e ins, part of tile pirm .-q-41s
of any loan, credit, grinit, or other form of ail rendered Ipuasuunt to
this A greement for tie making of aint, pii'laiemt on account of tle
principal or iliterest on any loan male to" it by iay other foreign
government.

Tile governmentt of leece will not, exclt with the a; jaroval of
tie (lovernlient of tile UTlaite(I ,tllteq, Illlcte Ily fillimds or iluke
available aly foreign exchanitlge for paymiaenat of priiipilm or iaterit
fill tie foreign indebted,,, ,ow In S,-1iel,. (if lie U(ovellillaella (if
Greece ll(if all public ad iri ate debtors.

Aimt'L. 10
Ally or all assistance miutorized to ie provided pIllla.,l11t to this

Agreentt will 1w. withdrawn-

(1) If reqaas"ted Ily ile (ioverme it (if (Gireep represcluataag i
majority of (ile (ret;k o)ple;

(21 If the -secrll'ity ( ou:ail of (lie 1United Naitious ilud.( (with
re.,pect to which finding the 'nited States waives the exercise
of ay veto) or tie (eneral Assemuably of the United Niations
finds *that act ion taken or a:.sisMtane -furnished by the UTnited
Nations make the count inU ce of mu sislallice by tle (11overlleit
of tie United States pursuialt to this Agreemaienit ututiece suay or
Uln(hesimrible;

(3) U1'nder anty of (lie other circumstances specified in section 5
of tie aforesaid act of Congress or if the Prisident of the United|
States determines that such withdrawal is in time interest of tle
United States; or

179



180 THE E|'&OPIA. REL'UVLlr liOUAM

(4) I1 the (overnenii t of (Gireet' dm, not take ri. .onible
MtJs 14) *ir.eciae tho-' Jlie Ine."ti pi..Xu.d inl itt IILt of Julie
1,. 1047, 41. ..t6i-h ilvtly aigrved 1i351ll WIich tre 4ash.ellitl to

rtemInsti iol anid tri'oVt-l''y i (irevtve.

Amci 11

'i16,4 agiv'ent slhll take effct as from this day's (late. It shall
4ol)ilIune iII ftorce 1 util a (late to [it, ligited UJJlI by the two (overn-
fllellfiA.

Airrici': 12

This ucgm-'eewnt qall heg .el-d with tle I'clited Nact ions.
Done in dilate, in tile Ellgli.-h anad ( 'tek languages, sit Athens,

this 2thtI day of June 19417.
For the o v'rnznellt of the United Stat c* of Americat:

,iUl l M.ile'Vagh.
Llix'tuu.1 MACAVLAUiI,

A in ba aldor Extraordifoary wid PIh inipoti ?totiar.
For the (GovernUUelnt of the Kingilu of (ire'e:

('Ocstalt ill TS11ducI8.

Pe puty Irinse Vliii-tNIr uad Miaise.er for Foreign Affaira.



16. CONTROL, POWERS NOW IN EFFECT IN THE UNITED
STATES

Controls over the cotjillIly which are flow in effect retiresent onl, a
small lport ion of thozm, which were in effect during wartime.' During
the Eightieth ('|iagross legibiation was enacted to eliminate or reduce
to a nminum the wartime controls over exports, inlports, domestic
)r(luction, (listribution, prices, tranlsJwrtation and shipping. Pur-
-mant to th clearly cxpresed will of the Congress, the executive
hrianeh has um-d sp aringly the controls which were left on the statute
hooJks. There follows a brief outline of such controls as are now pro.
vided by law and the actual use that has leen made of themi with
particular emphaisia on those controls that affect United States export
trade.

Commas RIATnO mO Eiomrs

Export controls are now being used to determine the total quantity
of the exports of ilarticular coniotlities which leave the country, to
direct the flow of exlrts to particular countries and in somie instanied
to particular end-uses within those countries. and to determine the
distribution of export business among United States suppliers and in
some instances amoig procurement agencies and foreign consigners.

At present A)pro)ximately 20 penvent of totati exports are affected by
export controls, the rest bc'iig itnIconttoled. 'liihe iidf lI)urlo.vivlhiiad
these coitrols and their chief etfect is to protect titl domestic ecoitlIV
by littaiting tihe total amount of sWtlce conIIlitie--those included
in the so-call d positive list -which ltave lie Coutnt Y. It has IXenI
ettiniatecl by the Department of Comnmer'e that withbout limitations,
the export of these cotnmodities would have bien twice as great as has
actually beewi the case. However, in the actual i!sueiiwe of licenses
within tie over-all (liotml; which him been set's Sulprt is given
to United States supply (onlilitillents' to I 1tu air countries,
nnd limits ate placed upon; exports to certainly collitrlies such as Spain i
and Russia.

A ver" limited iiititnlt- of controls over the distribution of domestic
pr(ohictlion are exercied in order to force exports which would not 110

Net e-ieheiertIlol In pt'all here to C' iiilti *e eti ey itad creit or -.{introit; exrrebioil
throgith mttlin or tariff ecntles.

I This list Includes mt-at., edible oils aud fats. butter, graists feeds, litaeesito oils slid
fAt 1, fli.-ra. umali. r, Ifelt ol#1 , i r. It ii Id ei0i. ull41 iemacae., ueaife-rraeaa i n!,,ile. mat,-Iiaaiory
rAlltAir carl, al lace prledeilp iho-'d h u nilusl. r ll tia. fertitixirs. aitd is ,mp.

,Lportit of (onaraoditie-a on ti e pooifilT 1i1 are controlled for all countries except ranada.
Q Qllclia Arv, gelin-riall) "at oia l qua arl, y Imilll. .

4 More than tile thirds of lite oeilorlit of cummoeihq-e on tho poslk- ijit tot-,ell to
Euri-i In .uly 1941: whi-reas only one-fourth of the i-xports of eomaodlitle not under
control was 8h10i0l a ton) ,iIw.

I All .ipuerls to Spain require a .pecille itCen. llut In practice screening has not been
parihularly severe except for Ilema for military end uzio.
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itttth' withltt~i (t'ot rlas. Tile only in.,t slices of thlis itre tilt lilate, ntitrog-
(1t1011 feililizer, id nmuchiirvet for the production of tin plate in
I tdoie.ial-a large portion If which is impjorted illto the United
States.4 However, the existence of limited powers to force exports has
iii sonte iimstalntes etiabled the Deplrtmenit of Commerce to expedite
-xjJ01 Qlhil)lllenst on a voltntury basis.

A conider halie influence ovr exports is exerci,,e4l hv direct United
States (I'overnutent Iluwt1tett for exPI rt. Aithoug h governmentt
I)tll-ll...A are not large except for w ieat, they may he expanded

within the limits of fmtids provided for foreign relief. Export
quotas tire .1 to c.me (On't-rm1,t In't purchases ais well as )rivate lr-
(IO.'S for export. IIn the c.,m- of (h-vern.memit pIUrchasing, however,
anl export llota ))light he Illet Wlhich cohlil not othel'rwipe be Itet
except through tile lisp of ,llocat ti powers. sice tile governmentt
as a purchaser has sufficient funds to procure well in advance of
iwads 1and generally is in a IOsitioi to extract a larger quiultity of
Cotiiuiotit ies from' the domestic iiarket than would result uier
commercial export o.rat ions. However, Goveritmenit procturetlemet
for export is lillilte itt practice t hroil t the pstablislhmjent of over-all
xport quotas by comolllities and the break-down of these qLIott into

Utalited States "Government procutreument, foreign government pro-
ctllIiellit, altid (oitin teriial i)ro(uutmejtt. 'rlip (io'erilett ailellie.
which aire clainimtttts for exi)ort (10 iot have the fital say as to these
export. (qulotam or what portion of the quotas fixed will'be procured
by United States Government agen.ies.

Under existing legislation, complete authority to limit exports is
)rovided lby the Export Control Act of 1946 as amended.' The

tend IDe(mottrol Act of 1947' extended this authority to February
29. 1948. Authority ro allocate domestic production folr export pur-
Pl)'s is provided by title IMi of tlte Secotnd War Powers Act ' as
r1tri.te and limited by the Second Decontrol Act. 'l'his limits
export production allwati bs to till. Ilitrogentousa fertilizer. exlors
which will facilitate the production abroad of materials critically
e'ded in the United States. nd materials '0 ulon the certificate lioi

hV tile Secretary of State (1ii foliign-Ioli y grounds provided the
S'rearv of Colnier(e d(eides Such exlorts will Itot have all u.n(hulv
adverse effect ol tle I'nited States e('0oltolty. III j)raici(e, this Ilia
)p'ovuisOll has Iever beeii exercised anl, in view of its legilativ.
istor t. It probably' will iot be u.se-d except for ocasiottal individual

spot shipments of great ili)oilance.
Policy decision with i'esp)et to export controls are made by a set

of ilieterdepartontal committees includiung tle Advisory committee e
oil the Second Decontrol Act. the Review Commtittee, which is sub-
ordinate to tle Advisory Coinitt4'e, and i few vor.nodity rOl-
mittees. However, according to the law, the authority of thi Sec .-

4'1w S-w.4 5 l i control Art (P. L.. 1ho. 81mb cong.) aicifleally tim'hi- f.r ilnch

' .. ml:c. 7th 'naim. Jip 3.',I 11142 150 SFIn1 4113I.
'P. L,. 1hA. 80th (otig.. Jily, 1.1. 11147. l'rlneel In till Itlow.

'. 1, ioT. 79th Conx., aprored March 27. 194d (.5t Stat. 176).
E'Exc Pit foda. certain lhterd and cordage, and fertltlser.
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tary of Coliiert'e is final even with respect to gricullurad
cofliodfities."

With respect to Government procurement, there are several limiting
laws which are of interest. Revised Statutes 3709-3710 require com-
petitive bidding in Government contracts. But this restriction does
ntr apply to wholly owned Government corporations. The First War
Powers Act," which is still in effect, provides t ht the President may
authorize exemptions from this and other requirements of Federal law
relating to contracts "whenever lie deelns such action would facilitate
the prowcaition of tie war." U-nder this act the Presiden. hits all-
thorized Federal igetcies to purchase without comnpetitive bidding.
However there is considerable question whether pulrchase for export
under the European recovery program call be (lietqiied to facilitatee
the pr( secution of the war," s: that even tho'agh tile First War Powers
Act should remain on the statute iooks, consideration should be given
to the continuance of the exemption in legislation for the European
recovery Irogr 111 if it is considered to be important."

The BuyA merican Act of 1933 " provides tht only donieltieally
produced articles shall be acquired for public use, but tiis does not ap-
ply to articles acqu'ied for i.se outside the United Sti.tes.'$ However,
the Act for the Relief of Cotiitries 1)evastated hv War provides that
only 6 percent of the purchases for exlport under tlat at may be made
outside the United States." The Buy-American Act is made appli.
table to Irocureinient for stock-piling Inurposes by the Strategic aind
Critical Materials Stock-Piliig Act of 3947," t" lit he exi'el)tiols cili-
tinled in tile buiv-Anerican Jaw are technically adequate to perniit-
foreigni purc selA4 where to u-4 domestic supplies would result ill de-
pletion of United States resources."

lMI'or$ .A, i) DlsTrnitLrrJON or Im' , u! rli'I.q

Under section 22 of tile Agricultural Adjuistiaent Act i a.luliided,
authority to Control inillts is provided where nei-ded to protect pro.
gramsn tiltlertakett under tie Soil ('oliNrvtition Aet of 19137 and the
export subiidy provisions (sec. 32) ,of the act of Auigit 24. 1931, as
uiiIen(led. At )resenit import qiaotas utieie.r li authority v of these. acts
Il'e i n effect on ly for cotton and wheat. The Sugiar Act (if 1)48 1 pro.
vides for import quotas antl the allocation 0f thee (l11u1as I1liIaug
dOlest ic refinerit but these xwvers are not being exercised.

lhe Secoid W.ill- Poweria Act its tli hlnended by tile Secolod l)evolt rot
At of 1947, provides for authority to limit inll)orts of the following:
tilt anl(l tn products,'" antinwly, cinchonia bark, qllillillie.1 and11 fluilli-

am F j ' t o for isi.( If it- in m 4.ltui anll nareoi, s. hilltll if11i. I t
iTle law piru s fiii'w l Pie nieition where tlo neall inte ,Itirvet) Ill remItilred.

Al st .41.I-. ~iA3
' It 11110 , t" ., 41 ,ilif-11 iI 1 1 I i I miah i (h m P . S, /54. fii (.' l,. )btie'f Ito ('41alitri ,.i

i ,'ai1ni66n l br war. ariti n e ,l l aiml faill tiri o..-am a|aains aitdea r Itsa. no Iutorlty ia
that act.

14 47 Slat. V:0 a i);3).
Mt hlIa.r rxemil flh.m are wi,r. flip dtu eaflr tartie ia gmnrl''aliamit|ie. a'haaa IN 111 m 11y In

tnad.'luat, or where It In lieid It be In the ubi itt latteret to lnrwure oalltjide tle t Itleft

It 1. L*. A 0il uh Color,
t9 ISO stat. ill|.

n liiw,.e .r. It woutlfh I* advioiah, to matke fill ,xladi t In new legiatmiaion wh.u mljar-ea.,.
pt. r. A l ah (O- ra.

so ko; it-s-io f r Ifrm and li v i i I l i' est fi.
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dine purchased by government agencies, fats and oils, rice and rice
pioducts, nitrogenous fertilizers. Tie Rubber Act 0 provides for im-
port'controls over rubber and rubber products. The authority over
imports carries with it authority over tie domestic distribution of
imported supplies. Responsibility for exercising these controls is
exercised by the Secretary of Commerce advised by the same inter-
(lepartmeniital committees referred to under "Controls Relating to
Expolls."

I)omxswric ALLOCATION OF DO)ItTICALLY PRotouuw MATERIALS AND
PRoDUrs

Controls over domestic distribution are of interest in connection
with the European Aid Program because, in the case of tight coin-
inodities, the meeting of a particular export commitment may result
in domestic shortages. In the case of rubber, antimony, and tin there
is control authority over the domestic distribution of such domestic
production as exists. The only instance where controls are authorized
over items which are primarily domestically produced is in the case
of tin product& The only such control that is pese4itly in effect is of
the conservation type. Responsibility for this contr, is vested in the
Secretary of Commerce advi.,ed by the same interdepartmental corn-
initt'es referred to under Export Vontrols.

RAILROAD TRANSjiTA~iON

Under the Second Decontrol Act, the priority and allocation powers
over transportation and shipping of the Second War Powers Act are
continued only with respect to 'the use of transportation equipment
and facilities by Iil carriers." 23 The President has conferreed such
pwers on the Office of Defense Transportation which has exercised
them sparingl,. The chief formal orders of 0. D. T. provide for full
carhoding, advance conmitnments for )rom)t storage or si;plioadi... .
in the case of shipments to ports in the interest of quick turv-srou d
time, and regulations of the use of several hundrni high-praisu,, ,t k
crs." 0. D. 'r. ]ums set Ul) an Advisory Carriers Committee. Tihroug:h
this Committee and through the American Railroad Associntionl,
0. D. '. attempts to secure voluntary steps on the part of the roa ds
to meet transportation bottlenecks. 'However, such efforts have not
Irevented serious transportation hold-ups ii rail movenmints of both

coal and wheat to ports for export.
Although the I. C. C. po,-sses extensive powers over the use of

rail transportation equipment,3 and issues service orders, there is
question aw to whether its procedures are sufficiently speedy to enable
it to deal effectively with acute rail bottlenecks.

*p. 1. 24, 80th Conjr. This act explres March 1948.
Such powers ezplre February 29. 1948.

SSeeO. D. T. Orders NoL I ,Ia.
* gets' 1 10 114 115 of the IC. C. Act as amended. 1. C. C. has power to do virtually

everything tbat 0. B. T. ha done.
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SHIiPPING

Such cojliltjl over ocean shipping as is now Ibing exerciA'd, is
(treictuatedl through Government ownership of Iotwtois. Aside from
tile 10) merchant ships olUtried by ti , Unitedl States ,1rmy
Transportation Corps, app)roxiniately 1.700 United States owted
vessels are now being operated under charter or on a cost-plus basis.
In -Addition 300 tanker. are being olx-rated on an agency basis.
Although the Government has no direct control over the routing of
chalrered biips, it is unlikely that the charter parties or operators
wtluldi refuse to ac.ontino ate the Goverinent on urgent export,
shipments. However, the Merchant Ship Sales Aict of 194636 pro-
vidles thut all .ships not sold by March 1, 148921 should go into the
Fleet lte',rvt' from which the'v ttgjmilit operate for coii"'o ercitkl pur-
1ow. Further, appro)riationi for salaries and administrative ex-
pIss in connection with charter hire exl)it* March 1, 1948.26
Without the sile of ships presently owned by the United States
Government to either United States or European shipping lin.s, or
the extension of authority for the operation of United States ships
wider charter agreements, a serious shortage will result.

Existing legislation requires that exports, fosterpd by loans ex-
tended by any United States agency shall be carried exclusively in
United States bottoms provided they are available at reasonable
ratis.30

M1j'S' LANEOUOS CONIHOLS

Other control powers still in effect are-
1. Limitation. of agriultumil production exerciA by virtue of

the Agricultural ,Market i! . Agiveneent Act of 193?, the Agricul-
tural Adjustment Act of 1938, or the price-support laws. Such pw-
ers aite not now being used to any considerable degree.

2. Increases of agricultural production thrmogh the price,-bupport
prigrauts. Such powers are not being used to any greal, extent.

3. Controls over agricultural prices exerci.d through the various
Iprice-support and j.tnrhctin-control programs. These powers are
not iow ing exete'ised to uny great extent.

4. Export subiidies in the case of domtstic surpluses.?
5. Regulations of trading on the counniodity exchanges under the

Coinltdlit.y Exchauge Act.
6. Power to rmquisition ships for the defense of the United States

or durig an eniergency." I his power is not now being used.

"P. L 321: 79th Cong.
The originat date was extended h P.L. 2O, 80th Cona.
I'. l,. 209. Stith 01 ieg. July 11. 1447.
4R Stat. 500 If U34)
? U. 8. C.. 1940 i. 612c: 56 ktat. 775 (1944).

m See. 902 of Merchant Marine Aet ot 1936.
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CrrATIorr o LAwS

Extract from act of July 2, 1940, as amended Iii act of Jute 30,
1942 (58 Stat. 463), sometimes referred to as Expoit Cotrol Act:

Srac. & (a) The President Is hereby authored to prohibit or curtail the ex-
portation of any articles, technical data, materials, er supplies, except under
such rules and regulations as he shall preerlbo. $ *

(d) The authority granted by this sectivi shall terminate on June 30, 1944,
or upon any prior date which the Congres by concurrent resolution, or tho
President, may designate. * * .

Extract from title III of Second War Powers Act, 1942 (56
Stat. 176):

TITLE III-FRIIOaTIBd POWEUR

Naa. 801. Sub action (a) of Section 2 of the act of June 28, 1940 (514 8tat.
67). entitled "An Act to expedite national defense, and fir other purposes,"
as amended by the Act of May 81, 1941 (Public IAw No. 80, 77th (ong.), Is
hereby amended to read as follows:

"Knw. 2 (a) (1) * * *
"12) l)eliveries of material to which priority inay be assigned pursuant to

paragraph (1 i shall Include, ii addition to deliveries of material under contracts
or orders of the Army or Navy, deliveries of material under-

"(A) Contracts or orders for the government of any country whose
defense the President deems vital to the defense of the United States under
the, terms of the Act of March 11, 1941, entitled 'An Act to promote the
defense of the United States';

"(i) Contracts or orders which the l'iesident shall deem necessary (r
appropriate to promote the defense of tite United States;

"(') Squbcontracts or suborders which the President shall deein ne es-
sary or appropricte to the fulilhmuent of any contract or order as specified
In this subsection (a).

"'Deliveries uader anyl ontract or order specl$rd in this aubsection (a) may
be signed priority over dellreriee undtr any other cmtract or ordcr; and
the Prreldcnt muwy require aeceptunce of and performance under such contract
or orders to pref rcenee to other contracts or orders for the purpose of assuring
sech priority. Wheneptr the Presiden* is satisfled that the fulfitlment of,
requitrments for the defense of the Uniar I states will result in a shortage in
the supply -of anly material or of any filitt'i for the defense or for private
acotwut or for exrport,.the President nmag allocate such material or facilities
its swh manner, upon such conditions, u.ed to sch extent as he shall dem
neessary or appropriate in the public interest and to promote the national
defense."

*This date was extended several time--on the last oeeaston by the Second Deoutrol
Act (Public Law 188, 80th Cong., see below).
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[PUUo LAW 18-80ni Conaosm]

[CnAi n 248-ht Smow]

[H. B. 8847]
AN ACT

To extenm certain p werd of the President under title III of the Second War
Powers Act and the xport Comtrol Act, and for other purposes

Be it t iwtod by tMe Senate and House of Repm entatives of tk4
Uitied Statee of America in Oosigre.s asembled, That this A&, shall
be cited as the "Secotd Decontrol Act of 1047.

FINDINGS or N T!iN OF NQI) C"

Sim. g. .() Ce i materials and facilities tinue Bi short supply
at home and ad as a result of the war.. continued exercise
of certain li emergency powptrsJ required to co lete the orderly
recouvers of the dom c economug a wartime a peacetime
basis, to tact the ht , safety.,andwel re If the Ameican people,
andto pprt tli eignpoli 4the ted StatL f

(b e it herebyde titis eral pl icy of the
unit States to e rariJe ntrols of materials
exce to the minimum t1to tect the domestic
eco my from the injury ch ould m
of aterials Xdhi e I c i t ,uep .; (2) to promote
Suction inthe ouit r, is of expkhe ion and

t4 ttenanice of prodlc~pn i triematerials, ritically
ne, in the nited te; (o. available to tries in
n 'consisten with t 0 Unted St!=s those
corn ities W u IUesti Ltoi ons would not
be ap priate; d (4) to i in c ng out t policy of
the n States.

Sxc. 8. T ectuate the policies set forth in ~n 2 hereof, title
XV, section 1 of the Second War Powe 1942, approved
March 27,1942, as ed, is amended to a :L.' a S c . 1 0 1 . ( a I ' - AL -d1e d u t e e n c t e d
during the Eightie0 ne ding e Firs trol Act of
1047 and Public Law Nuinbered 145, approved June 1947) and
except as otherwi 4 rovided by subsection (b) of this r;ction, titles
I, .1 Ill, IV, V, VII, and XIV of this Act and the amendment. to
existing law made by such titles shall remain in force ouly until Marh
B19 147. After te amend nt mad by apy such title *w to bi in
form, any provisions of law amended thereby exceptt sub oatio (q)
f section 2 of the 4.t exitld 'An Act o expdt. national defni

mnd forothe Ps a pprovedJuts 28. IV , asname t sa'l
Mein fulforce ana " mlowth thiv owcbad'noe beenac

"811-4r---18
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"(b) Title Ill of this Act and the amendments to existing law made
by such title shall remain in force until February 29, 1948 for the
exercise of the powers, authority, and discretion thereby conerred on
the President, but limited to-

"(1) the materials (and facilities suitable for the manufacture
of such materialss, as follows:

"(A) Tin amid tin products, except for the purpose of exer-
cising import control of tin ores and tin concentrates;

(B Antimony;
"(C) Cinchona bark, quinine, and quinidine, when held by

any Government agency or after acquisition (whether prior
to, on, or after July 16:1947) from any Government agency,
either directly or through intermediate distributors, proc-
esors or other channels of distribution, or when made. from
any of such materials so acquired;

"(D) Materials for export required to expand or maintain
We production in foreign countries of materials critically
needed in the United States, for the purpose of establishing
priority in production and delivery for export, and materials
necessary for manufacture and delivery of the materials
required for such export;

(E) Fats and oils (including oil-bearing materials, fatty
acids, butter, soap, and soap powder, but excluding petroleum
and petroleum products) and rice and rice products, for the
purpose of exercising import control only; and nitrogenous
fertilizer materials for the purposes of exercising import.
control and of establishing priority in production and delivery
for export;

"(F) Materials (except foods and food products, manila
(abaca) fiber and cordage, agave fibei md cordage, and ferti.
lizer materials), including petroleum and petroleum products,
required for export, but only upon certification by the Secre-
tary of State that the prompt export of such materials is of
high public importance and essential to the successful carry-
ing out of the foreign policy of the United States, for e
purpose of etablishing priority in production and delivery
for export and materials necwsay for the manufacture and
delivery of the materials required for such export: Provided,
That no such priority based on a certification by the Secretary
of State shall be effective unless and until the Secretary of
Commerce shall have satisfied himself that the propose
action will not have an unduly adverse effect on the domestic
economy of the United States; and

"(2) The use of transportation equipmert and facilities by rail
carriers.

m(C) Notwithstanding the extension through February 29, 1948,
m e by subsection (b), the Congress by concurrent resolution or the
President may designate an earlier .&ime for the termination of any
power, authority, or discretion under such title III. Nothing , sub-
section (b) shall be construed to coitinte beyond July 15, 1947, any
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authority under paragraph (1) of subsection (a) of section 2 of the
Act entitled 'An Act to expedite national defense and for other pur-
poss', approved June 28, 1040, as amended, to negotiate contracts with
or without advert ising or compet itive bidding; and nothing contained
ill this secti(,i, ni amended, shall effect tile autthority conferred by
Public Law 24. Eightieth Coiigre Ls, approved Marrdi V, 1947. or the
Sugar Control Extension Act of 1947."

T"31rmIARY EXTEiMoN iF (LRTAIN EXINIRT (bNThIIL.%

Six. 4. To effectuat the Imlicy .wt forth in section 2 herof., .wtion
( (d) of the Act of July 2, 1940 (14 Stat. 714), as amnenied. is amended
to read as follows:

"(d) The authority gratited by this section shall terminate on Feb-
ruatrv 29. 148, or any prior (late which the Congriss by concurrent
Me4ofltim or the Prpident may designate."

EX:.Ue'ml'l FROM ADM IN INIATMVE I*KOtVVJIKUE Atr

Ste. 5. The factions exercised under title III of the Second War
Powers Act, 1942, as amended includingg the amneidlients to existing
law made by such title), ald the functiols exerciwti under section 6
of s chd Act of July 2, 1944), as amended, shall be excluded frnm the
operation of tile AdTinitrative Procedut e Act (60I Stat. 237), except
as to tile rmquimments of Stwtiois 3 and 10 thereof.

AIM INI SfATION BY 14F"ht'TA (IF XIMtt'Y

S.t'. 6. (a) The SecretAry of Conimuerce, subject to the dir etion of
tie President. shall haRe Pow0r to eStablish IoliCies 1nl J)rograniw to
effectuate the general jli'iies set forth in section 2 of this Act. aid
to exercise over-all contrl, with re.ptect to tie fructiois. imwers. and
duties delegated by tile President under title III of the Smonl War
Powers Act, 1942. as amended, and section 6 of the Act entitled "An
Act to expedite tile streingtheniig of the tuttional defense". approved
July 2, 140, as amended. The Secietary is further authorized, sub-
ject to the direction of the President. to approve or disapprove Amv
action taken under such dtelegated authority, and{l inay t)ronllgat'e
such functions at, are neceNsary and proper to assist the Governunent,
form the functions, Iowers, and duties impowed upoli him by this
set ion.

(h) The Secretary shall make a quarterly rlmrt. within thirty
days after each quarter. to the President and to the ('Cmgret of his
operat ions under thtv -;,thorit v conferred on him by titis sect ion. Each
such replm shall contain a recoinniendation by htln as to whether the

olntiohs exercised under title III of the Second(I War Powers Act. 1942,
As amnended. and section 6 of the Act entitled "An Act to exedlite the
strengtlhening of the national defense", approved July 2. 194, as
amended, should or should not be continued. together wiih the current
facts and rasons therefore. Elch such teprt shall also contain
detailed inforniiation with respect to lieminig Iriteqh'ies tnder such
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Acta, allocatimuq anid priorities under the &Lt-ond War Powers Act
1942, as aniended, ard the allocation or tionallocation to countries ol
materials jad courmodities (topither with the reaas therefor) under
section 6 of the Act entitled "An Act to expedite the strenigthenig
of tie national defense", approved July 2, 140, an amended.

riEMwz N LL

SYAw. 7. Notwithta ding iny other law to the t intrary, peironell
engaged in the performranve (if d utie, related to fmictiolir, iawers, arid
dutw. delegates ly the ]'reardeit ud,'r the SKcond War ownerss Act
of 1142, as ansentild, aid section 6 of the At el~titled "Anr Act to
expleite the strengthening of the national defense", aplinjvtd July
2, 1940, as amended. anid wh(e einployueit was terminated, or who
were furloughed, in June or July 1947, may be reeiuphed to performs
duties iII cotllifiom with the fwictioui, powers, anid duties extended
by this Act.

APP 1 PRIATIONN

Sr,,. A. There is herpby authorized to 1* appro 'iratel, out of ary
inoney in the Treasury ioiit otherwise ap iriat ed such suris as inay
be jieepsary to carry (ut tie purlxw.s of this Act.

I flr 2 DATP.

Sr,'. 9. 'lais Act shall take efet on July 16, 1H47.
Apiprved July 15, 1947.
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17. BASIC ASSUMP'IJONS STATED IN THE CEEC, KRUG
AND NOURSE REPORTS

In making ebnisates for 0 p.iod in the future, it is frequently
jieteahry to do so on the basis of assumptions which are often Mated
explicitly.

a. ('4,MminTz OV Evit'IA. EtONXoiC (OUi'MEATIt)N

Certain asuptions made by the Committee of European Eco-
noimic Cooqration in their Genural Report, volume 1, are as follows:I

In making the "Tentatie Estimate of the Net Balance of Paymients
of the Participatinig Countries, their Dependent '%'errituries. est-
ern (enany !948-41", the asmnlptions are:

',/that their proIuctio will nervase greatly,
that the Inijortis required for this will le available.
that a state of full emiaoyimalt and full usae of protli e resuurma will tie4-0111111101111Y iy iftlllited.
that anla itreatisg iaart tif tae nee(d of the participating countries ald Western

Germnai) v.ae, he obtaliml from Eatern Europe. and trom outh.Eaut Asia,
that the g, ods which the particlpating uintrim (sati produce for export can be

sold to the Anerican ostlnete and to the rvat of the world,
tilat ther, will be. a ;r-gremlve reduction In the prk of imjiurts In relations to

the price .4' eximrts, and
that iompartkipati og couitri will so far an neceewwry be able to pay for such

goexi in dollars 1 * ,ip. 112). //
Comnienting on (ie terms of trade, 1948 calculations of import and

export values are iade at the prices ruling on the first of July 1947.
For 1949, 1930, amd 1951, the aaiumptioms made iln the report are:

fa) 'hat for ..rp'ort, there will be 'o chmnge in prices am eamsared with
t.ine ruling at first of July 1947;

(b) That for imports, pru.es will be r-dws,'4!. h i,% 'cimpud with first of
July 147-

In 1t40 hy 74 pr-ent.
In 11150 by 10 percent.
In 119il toy 12% Ierent.

1w amumplfon that the prices of exitsrt will be untlwuged aund that the
prices of impvrtx will be reduced Is made In order tIt put the matter in a
simple form. Iu fact no doubt the pr*.%s of both exports atid imports will
vary; but what matters Is the relative chanp In Import prkvcs and export
prices (pL 122).

In drawing lp the "Estimate of Balance of Payments of the Partici-
pating Countries (Excluding their dependent territories) and Western
Germany with Nonparticipating Countries," since not all countries

I Jr, to p retJinr "Magntslde of the Program" for Wrlais coMmente on th1.asualal
tine mad to "Appendix oa ths Uftimatios of Mapaitude, In t00 cosmp. "1Pon. Pan Iriat the Bsims Committe.

19t
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pro'vidhed estimates of their itlliolis and eXlNolts for tle while periwi
194S--51, to reach total e.limates, it has I*zi a.suned:

I ') Itat Iota lilnsorhli died eIsptsot of tell Itarti'illattig (ionutiie will
liiiiige i the *wmne ratio nt flip total jIjilisirti tend exIkirt sito flip siiiitriPa

whili haive given their e timalivts. for I014 I)I: Altltria, 'raiive. (reece.
|tily. Ntlaierlllda. Quilted Kingdo ,erwmaiy i-Y ssl)-whihh tqgisgtir
itteiittilt for early 73 iernlrnt of tipe folt Imports aid e.ixorts it flip
artl ietiliti usitllrit n :

IbI that the greigritl la ll distributions u :uilorip aul .ximsrts tit all lair.
l.Jlijstiig oiltrisi' will si.huge (llli Jlug 104I-W.l in flie muaiw pii il.tis sit

the o.fiiate'd lltrili,,iln Olf flie iilisirt antud elaort (of t li, e -ouit'ies
which have provided imllales for tliime yesrs.

illi) Inrioibhf It ns: The niet Intlatse with s'ush (.urniry arim in
ininei it) 'lialigs' front 1148 ti 11051 Ili tie meie ratlio o lile Iiet balance

uft ths( emiutrise whii.h 'uve glvena e istluhaees for theme yearm.

The Tlable for 'J'echliiiel] ('alillmittee ('4pfN i: ba&; l sat. on uie ,.p-
)lied by (''liillittet-4 for eaci yeart ( Iqa. 126-2h).

1j. N. tll.tl liI: itt'ES, .AnD FIimEI1 Al)

(s'Pllill II-. UllllI)ftills sialed ept.Xlicitly iii Ithe RKiug Rejirt'" a:e as
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Rl8 STATEMENT OF THE SECRETARY OF STATE BEFORE
TIlE JOINT SESSION OF THE SENATE COMMITTEE ON
FOREIGN RELATIONS AND THE HOUSE COMMITTEE
ON FOREIGN AFFAIRS, MONDAY, NOVEMBER 10,194?, AT
10: 30 A. M. EASTERN STANDARD TIME

The 1o ig s in the cobnilag uetwiojn will be called upon to make
decision which, although lea spectacular and dramatic, will be no
less important for the future of our country and the world than those
of the war yeas. Your responsibilities as members of the com-
mittews directly concerned with our foreign relations are accordingly
very great.

It appears unueeswary to elaborate for you on the somber picture
of the world situation. You all I am sure, are fully aware of its
gravity and the inunense responsibilit) which the course of events has
placed upon our country.

The President will lay before the Congress the program of his ad-
ministration for aid to Europe. My duty as Secretary of State is to
present the reasons for this program; thi reasons why I profoundly
believe that the vital intmet of the United States is directly involved.

In concetarating upon the problem of aid to Europe I do not ignore
the fact that there are other areas of the world beset by economic
problems of tremendous gravity. But the very magnitude of the
world problem as a whole requires a careful direction of our assistance
to the critical areas where it can be most immediately effective.

The tiro for tour a*unait# in the European area io real and it is
urgent. The report of the 16 iiations repreaweitted on the CAuuiitiee
of Lurpear. Evowiomw Cdqwration hetb this forth, I think, in a voin-
Valac'lug nuilalter.

As a result of the v% ar. tlw European community which for c.Jturie.
had btn oae of the iwit pmaductive and indeed creative Irtions
of the nhaiuted world was left prostrate. This area. despite its diver-
sity of atihonal cultures and its .wries of internecine coaudicts Aid
wars, ioiiethelez.s enjoys a coiuiami heritage and a colmlla civili-
sat ion.

The war ejided with the armxies of the major Allies meeting in the
heait of third oanmawmity. The policies of three of them have been
dimcted to the restomution of that European community. It is now
clear that only one power, the Soviet Union, does not for its owns rets-
Sols llare this aim.

We have become involved iu two wars which have had their origins
in the European coutilenut. The free peoples of Europe have fought
two wars to prevent the forcible domination of their comiuuity by a.igle great power . Such domination would have inevitably men-
aced the stability and security of the world. To deny today our in.
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terest in their ability to defend their own heritage would be to dig-
claim tile efforts itand sacrifices of two gelerationls of Aillericails. We
wish to " tilis ('Ollllllllltit y e.ttred is (:f the jilhrs of worstil
S elrity; ill a positlioll to relew its contriliution to I le advacliemenit
of nilnikind alid to tile develoinnent of a world order listed on law
and Iect for tile inldividual.

The word of tile endeavors of the United States governmentt to
briig Itsiut, a restoratioi of tIhe whole lf that Eill'opean1i (-olllllilunit V
is (lear for all who wish to see. We Ilust face lit ficlt, llowever!
that despite our efforts. not all of the Eiurpenn tn ion s have been left
fre- Io take Iheir pl e ii the comnity (f whi ilihY folnn a natural
part.

Thus the geolgra)hic wole of liar I'covel's irograill is limited to
those notions which are free to act ill ecciordauca with their na-
tiontil traditions and their owin estimates of their latiollal intere, t.
If thtre is any doubt as to this situation. a glance at the present miap
of the Europka continent will provide the answer.

The pie.le line of diVi:vioi ill El4 r-It. is roaugll" tlie lille upon1
which t he Anglo-Americani orinies coming from the west met those
of tIme Soviet I nion colinlg from the est. To flip we.t of lint hue
time llatiolS of the contilneltlal European .ouilmunlity hlnve ,illp-
plillr with tile vast and difficult problem reslllill from file war in
conformity with their owm national traditions without pressure or
memm.e fiom the United Stutes or (reat Britain. I)evelopcenits in
the Emror*aPmn countries to the estit (if that line bear the nlinimisakable
mp rint of an alien land. All the nttiolls of Eurole. 16 in number,

which were in a position to exercise free cliowe gave a jrlirtl 1 t and
energetic response to the simple suggest ion nidnd at Hamrvard on June
r last and thereby an impressive (leniolstrntion of the ((litilliiug
vitality of European civilizat ion.

It would be well. therefore, to deal brieflv wth what the area en-
compassed by those 16 nations plus western t'erlliany his meant to us
tend has meant to the world. This comn tyity before fth war ae-
counted for nearly one-half of the world's trade. The'v owned nearly
t'wo-thirds of the world's shi)ping. Their industrial prMuction in
tennis of the basic commodities of coal. steel, and chemmicals was before
the war slightly greater than that of the United Stautes. 'iheir econ-
oflly was highly integrated, each part depending uIlxn the efficient
working of the other.

I think that the figures 'ited will indicate tile imltalle, evenl fronm|
it purely economic oiiat of view. of the 1t; lltions who live joinedtogether to develop a program for their mutual recovery. Their re-
spome to our suggestion of June 5 was a remarkable cooperate ive effort
in a postwar world in which that element has hitherto bwen distress-
in y lacking.

olgress will wish to go into the objeetives and tle details of the
European recovery program at -ome length, but I feel that a brief
stiuninary of the tentative conclusions we have reached may serve tho)
useful purpose of making clear the distinction between the long rangt
recovery program and tile stop-gap program, which we refer to as
interim aid.
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lhe C ointtee of Eurolpe an Econtgnic (ooperatioim, iavetinii in
Paris p rodced a recover' .1mrgirnn extendingover 4 yearsI. After the
most careful checkihig, with the assistaiwe of experts drawn front
nlially goleimnlmeltal ageliie's, we luare .olijluded that the Paris 11-
poll correctly idenitithis the cour.ies o(f action nIecte.ary to ilothi'e
Icovery alnd iiildi(ates an approximate order of niagnitude tif the
cost for the full 4-year program. On (lie basis of pretailt indi'atiolu,
the estimated codt to our Treasury of this progivmi niny be of the
order of magnitude of 16 to 20 billi;in dollars. We fei. however, that
the uncertainties of weather ild crops, supply availabilities, prices,
et etvira. injtt a dt-git of a.-uniiption w hich iakes tle total cost
imnp.ible to forecast with uccura y at this tine. I therefore will
not re-onimend to the Pr .,,ideut thit the Conigres apipQ'jbriale for
the full 4-year perit.

I feel. however. that we .an estimate with reismalde accuracy
and assurance the suit required for the first i-tage of the rwovery

l'ogirali, which will cover a l5-inothi period from April 1, 194 , to
une 30), 10419.
Our tentative e.st iumte of the cost, subject it tiumal clit'ks in tile light

(if the Ilarrinian report. is something under 1.. Iillioln." for the last
3 niotiths of the 6i.4Hi year 1948 and mimewhst les than 6 hilions for
the fi.,scal year ending June 30, 1P49. Tlie filindigj contained in the
Krug report, the Nourqe relol, an1d the Harriman reporl, together
with the studies made by our interdepartmental colinittees, make
it clear that a prograam'in this order of nnagnitude can be safely
undertaken by this c(ountrv. I blall therefore recom umnend to the
President that the United States support the Eurolean recovery
program and that an amount lie appropriated for the 1-nionth period
ending June 30,1949.

It is of cardinal importance that an able and effective United States
administration niiiage the funds which way be made available by
tle Congress. How best to achieve this and the other essential ele-
iments of an organizational and adninistrative Rtructure for the pro-
gram of aid to E'ropea reevery is a matter whit h the omigress
will wish to examine with great care. There are several important
principles which I believe should determine the iature of this
organization:

(a) The operation of this )rogramn will in niany ways define and
express the foreign I)licy o0 the United States in the eyes of the
European countries and ihe world. Therefore, the operation must
fully aWord with the foreign .policy of the President as expressed
through the Secretary of State.

(b) The organization, if it is to afford successful and dynamic man.
agement to the complex recovery program, must be granted the widest
practicable flexibility both in its operations and in the use of the funds
placed at its disposal. The program of United States support will
achieve its objective only if it is kept responsive to changing situat ions
and varying supply conditions.
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i (e) Full use should be made of the existing governmental agencies
in carrying out those parts of the program which fall within the scope
of their present activities. The JieJ)artiiieiiti4 of Commerce, Treasury,
Agriculture, Interior, the NatioDal Military Establishment, and other
aencies are we.ll-equipped to perform many of the necessary func-
tions. The National Advisory Council and other competent inter-
departmental agencies will have important parts to play.

(d) Strong central administrative direction is essetial in a com-
plex and varied program of this kind. There must be a high degree
of integration in our operation, both in the United States and-overseas.
Unity of command, rather than diffusion of authority and responsi-bility is required.Te President will submit to the Congress his recommendations

concerning the administration of the European recovery program.
There will be important functions for the United States to perform

in Europe. Much of this work will be negotiation with governments
of a nature constituting essentially an extension of the conduct of the
entire relationship of the United States with the participating coun-
tries. Such niatteis are now handled through our embassies and
legations and clearly should continue to be. There will be certain
additional functions arising directly out of the operating program,
such as screening of specific import requirements, arrangements for
furnishing technical ateistance and other similar specialized activities
which will require the appointment of qualified men who can devote
their full attention to such matters. These men in their dealings with
participating governments should work through our Ambassadors
because it is essential to maintain a single channel of responsibility
for United States negotiations with other governments.

For general coordination of the operations in Europe and for central
representation in the continuing European organization which the
participating countries have decided to eviablish, consideration should
be given to the designation of a special United States representative
for the European recovery program, with ambas.adorial rank, ap-
pointed by the Pipsident with the advice and consent of the Senate.

As a general principle, aid should take the form of grants or loans,
df pending in each ease upon the capacity of the particular country to
repay and the efect which accumulation of additional external debt
would have upon sustained recovery. The precise determination in
each case should be made by the administrative agency with the advice
of the Department of State and the National ,dvisury Council. In
practice it is felt that. where need is clearly demonstrated and where
repayment cannot reiasonably be expected, impotUs of supplies which
are quickly consumed. such as food, fertilizer, and fuel, of indis-
pensable items of capital equipment for immediate replacement and
repair, and of essential raw materials should be financed by means of
grants. Loans should be made to cover imports of capital equipment
and raw materials which will directly produce the means of repay-
ment and where such repayment can reasonably be expected. At the
sanie time every encouragement should be given to early initiation
of private financing so as to eliminate as far as possible the necessity
for direct assistance from the United States Government. Use should
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also be made %of the resources of the International Bank whenever in
the opinion of the Bank the necessary and appropriate conditions
for ,Jans aLn be met.

It is obvious that the basic responsibility for European recovery
rests on the European countries themselves. However, this Govern-
ment must have assurance that the aid it provides is effectively utilized
for the achievement of European recovery as rapidly as possible.

It is contemplated that, to this end, bilateral agrements will be
inegotiated between the United States and each of the countries par-
ticipating In the recovery prognun, setting forth the reciprocal under-
taking relating to American Assistance. -These'agreements will vary
in form and content as between countries, depending upon the nature
of the aid to be furnished anid the conditions deened important in
teteh case.

The commitments should include undertakings to adopt monetary,
fiscal, and other measures to maintain stability in price and cost struc-
utres; to develop production to reach targets set by the lArticipating
countries and in particular, to increase the production of coal and
basic foods; and to cooperate in reducing barriers to trade and pro-
moting increased interchange of goods and services. Many other
ioints and more detailed provisions to be covered in the agreements
will be pIvreited and discussed durbig the hearings.

Assistance to Europe will, to a considerable extent, take the form of
commodities. The proposal to be submitted to the Congress contem-
pllates the use of funds provided under the program for purchases out-
side the United States of commodities ndt readily available in sufficient
quantities in this country. This policy will tend to protect our home
economy against inflationary price movements which might result
from concentrated buying in our markets. It seenis clearly in our
interet that the greatest possible amount of these supplies be obtained
for Europe froin other countries. Such countries should be en-
couragd to contribute directly as much as they can to the recovery
prograin through grants-in-ai'd or by extending credits for exports
to R'urope.

ErrF rs oN WoRLn Ec(,,L:omy

I havo so far confined my remarks to ihe Eu ljan recovery pro.
gram itself. But the econiinic effects of this program will extend far
beyond the boundaries of the 16 countries involved. It is in one im-
portant sense a world recovery program. The delay in European
rveovery has created serious problems for many countries which
normally supply the European market with raw materials and other
commodities. Where Europe's trade with the rest of the World
would normally have been balantced by an equivalent exchange of
goods and services, the low level of E9uropean production andthe
limited availability of exports has drastically reduced sucl payment
rossibilities. Furthermore, the habitual triangular trade patterns
have almost disappeared, whereby Europe met its deficit for gods ob-
tained from the Western Hemisphere by means of balances ob-
tained from other parts of the world. Similar patterns of triencuiar
trade used to provide certain other countries in the Western Hemi-
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spheliv with balances from Euroe which were used to purchasee goods
in the Anierican market. Witli the break-down of these trade pat-
terns suppl)ying countries, to a substantial degree, have had to accept
nonconvertible currency or extend credit in order to sell in the Eu-
ropean market. Neither of these l)roetluivm 4as given them dollars
with which to purchase in the American market. The net result has
been that trade continued around the world in large part on the basis

of American grants or credits which made dollars available to other
countries to meet their import requirements. TIhe diminishing supply
of dollars is restricting trade everywhere.

The European recovery program will be quick'-, reflected in other
cot tries, if the inipmrtan't element of tkxibility in) purchasing is pro-
vided. To the extent that supplies for Europe are procured fromi
noui rt icilat ing countries for dollars. the trade position of these comi-
tries with the United States will be iniprovrd. In this way we feel
that the problems of the other Western Hemisphere countries can be
met through a combination of the European recovery program pur-
cla.ses, and normal Ex port-Imlx)rt Bank transateionis.

More important in a fundamental sense, with increases in production
in Europe such as those contemplated in the Paris report, exports
from Europe will increase, and the necessity for the various supply-
ing countries to accumulate nonconvertible currencies or to extend
credit will diminish. Just as the progress of each individual country
anong the 16 will affect the progress of the other, so the recovery of
Euarope will inevitably be a significant link in a chain reaction creating
or maintaining economic activity in other countries.

The situation in China continues to cause us deep concern. Tile
civil war fas spread and increased in intensity. The Chinese Coin-
munists bv force of arms seek control of wide art-as of China.

The United States and all other world powers recognize the Na-
tional Government as the sole legal government of China. Only tile
Government and peol)he of China can solve tleir fundamental prob-
lems and regain for China its rightful role as a major stabilizing
influence in the Far East. Nevertheless we call be of help and, in the
light of our long and uninterrupted record of friendship and in-
teniatiotal cooperation with China, we should extend to the Govern-
,neait and its people certain economic aid and assistance. A definite
proposal is under preparation for early submission.

I do not have to tell you that this foreign economic program of the
United States seeks no special advantage and pursues no sinister pur-
pose. It is a program of construction, production, and recovery. It
Ilaebaces Ito Omle. It is designed specifically to bring to an eitl in the
s],,rti4 lxwii)le time the dependence of th6e countries tpmoi aid front
the United States. We wish to see them self-siu!vortin'.

This is certainly not the program of a tomitry seeking to exercise
dominant ion or to influence uuidily any foreign country. The nations
and 1xilitical groups which have now declared their opposition to
the nigmlu apparently wish to block for their own reasons the re-
viral of Western Europe.
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INTERIst AI PROGRAM

I have gone at some length into the major features of tie long-
range plan for European reconstruction and the part that the United
States can prudently and wisely contribute because I fully realize
that the speedy and adequate consideration of the interim aid pro-
gram which will be the first item of basine.m presented to you cannot
be dealt with by the Congress without understanding its relationship.
to the program of long-range reconst ruction of Europe.

I would- however, urge upon you the necessity of a speedy decision
in regard1to the interim aid program. What is immediately needed
is aid to maintain the status quo in food and in the material necessary
to keep the wheels turning and people at work.

It will do little good to discuss tie imerits of a recovery program
for Europe if in'the meanti.ne political and economic conditionshave
deteriorated to a point where such a program could not possibly suc-
ceed. The problem of overseas payment hias become particularly acute
in the case of Austria, Frtace, and Italy. It is clear that the peopIe
of these countries in the absence of imnlediate assistance will, during
the next few months, begin to suffer from a lack of food and other
necessities of life and the whole economic md social life of the people
will be seriously affected. Within a short time these countries will
have exhamisted all of tihe dollar resources which they can muster
to maintain the flow of essential supplies.

Austria, whose economy is carr ing the weight of a military occu-
pation of four power;, has been abe to survive in reent months largely
through the assistant -e rendered to her under the United States for-
eign-relief program. These funds will be exhausted shortly after the
beginning of the year. The dollar resources of France will permit her
to procure essential food and fuel from abroad only until the end of
December. Because of her rapidly dwindling reserves, she took steps
at the end of Atgust to reduce sharply the placement of contracts
for most other imliorts. Italy's financial situation is even more seri-
ous than that of Austria or Fmalice. Last ,June the Italian Government
took steps to eliminate the purchase of most of the raw materials
and supplies which site required for the operation of her economy.
The Uited States forcign-relief program has been able to provide
food and coal until the present time. lFunds are not in sight, how-
ever, beyond the first of December to maintain the flow of these neces-
sary commodities.

In order to meet this emergency, I recommend that you give im-
mediate and urgent consideration to bill authorizing the appropria-
tion of sufficient funds to provide the supplies necessary to permit
the people of these there countries to continue to eat, to work, and
to survive the winter. This is not a recovery program. It is de:
signed to help provide the essentials of existence to the people of
these three countries.

To accomplish this purpose it is recommended that the Congress
authorize an approriation of 597 million dollars. Of this amount
Austria needs 42 riillion, France needs 328 million, and Italy needs
227 million dollar. These funds should be sufficient to meet the situa-
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tion until March 31,148, before which time we hope that some decision
may have been taken by the Congress regarding a broad recovery pro-
gram. In the absence of a recovery program t1e problem of main-
toining existing levels in Europe rapidly becomes more complex after
March 31. Additional countries will by that time practically have
exhausted their dollar resources, and the cumulative elect of the un-
certainties as to the future and the continued low levels of produc-
tion and consumption will have serious consequences throughout
Europe.

The program of interim aid would be concentrated laigely on such
items as food, fuel, fertilizer, fibers, seeds, and medical supplies. With
such resources as they can make available, the countries should be
able themselves to procure other imports needed to prevent economic
deterioration. The program should be sufficiently flexible to take
account of such changes in requirements and availabilities as may
occur.

Interim aid should be given t9 these countries render agreement to
make efficient use of the commodities which we would supply. The
bilateral agreements would also require that the local currency equiv-
alent of the value of the commodities which we supply would be
used only for such purposes as we and the recipient. country might
agree. They should also include a provision that the receiving
government make known to its people the purpose and source of our
supplies, and that it would make available full information concern-
ing their di.tribution and use.

The operation of a program of the type which is proposed can be
handled exlpditiously by existing agencies of the Government. The
procedures and machinery which are being used in the current relief

program have been set up in accordance with the relief bill enactedlat summer.
The urgency of the situation is so great that I recommend that'

no new agency be. set tip to handle this interim program. The time
required to organize such an agency, to hire personnel, and establish
new procedure would defeat its very purpose. Whatever agency
might be created to administer the long-term European recovery pro-
gim could, of course, take over the operation of interim aid as soon
as it comes into existence.

I have endeavored to present in broad outline the long-mngre Euro-
pean recovery program and, in somewhat more detail, the interim
aid program. The proposals will be presented in full to your
respective committees.

CoNcLUmjoNr

In considering them I know you are aware of the momentous im-
portance to the world of your decisions. While we are dealing at
the moment with the -'Arab though vital facts of economic life, they-
carry with them fateful consequence.

There is one further element with respect to interim needs. It is
my understanding that the Department of the Army will be present-
ing certain additional requirements for funds for ocupied areas
above the present appropriations available for this purpose during
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the current fiscal year. I am told that these will be on the general
order of $50,000,000 of which slightly more than $300,000,000 will
be for additional requirements in western Germany.

The automatic success of the program cannot be guaranteed. The
imponderables are many. The risks are real. They are, however,
risks which have been carefully calculated, and I believe the chances
of success are good. There is convincing evidence that the peoples
of western Europe want to preserve their free society and the heri.
tage-we share with them. To make that choice conclisive they need
our assistance. It is in the American tradition to help. In helping
them we will be helping ourselves--because in the larger sense our
national interests coincide with those of a free and prosperous Europe.

We must not fail to meet this inspiring challenge. We must not
permit the free community of Europe to be extinguished. Should
this occur it would be a tragedy for the world. It would impose
incalculable burdens upon this country and force serious readjust-
ments in our traditional way of life. One of our important free-
doms-freedom of choice in both domestic and foreign affairs-would
be drastically curtailed.

Whether we like it or not, we find ourselves, our Nation, in a world
position of vast responsibility. We can act for our own good by
acting for the world's good.
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19. CHRONOLOGY OF THE EUROPEAN RECOVERY
PROGRAMS

June 5,1947--Secretary of State George C. Marshall in Harvard
University commencement speech outlines basis for the economic
recovery of Europe, since called the Marshall Plan.

June 11-President Truman in Ottawa address restates Marshall doo-
trine and emphasizes that initiative lies with Europe.

June 1&-Foreign Ministe Ernest Bevin of Britain hails Marslaft
Plan as "a real attempt 0 * * to (create) a healthy
world 0 (and produce) cooperation between Europe and
the * Western, em phere._

June 14-French Foreign Ministr Georges Bidault invites Bevin to
Paris to discuss propeaL

June 15--Pravda offical Soviet Communist mouthpiece, in editorial
assails Marshal Plan as "President Truman's plan for political
pressure with dollars" and "as a program of interference in the
internal affairs of other states..

June 15-Ez-President Herbert Hoover, in letter to Senator Styles
Bridges, chairman of Senate Appropriations Committee, sent at
the Senator's request, without mentionimg Marshall Plan, raises
questions about a need for limitation of ai4 to foreign countries.

Points out: (1) United States cannot reconstruct world alone;
.(2) in 2 years we have expended 29 billion dollars, provided 18 bil-

.lions in relief, and are comfmitted to 6 billion expenditure in coming
year. Russian obstruction has cost the United States billions; need
to coordinate all relief, credit, and export activities, prevent excessive
prices and export, modify consumption at home, and in return for
our sacrifices require ssistance to the United States with stock-piling
strategical materials obtainable abroad for national defense.

June 17Z-Talks open in Paris between Foreign Ministers Bevin and
Bidault, accompanied by experts.

Subjects: (1) Making raw materials accessible on equitable bases;
(2) elimination of tariff and trade barriers; (8) fiscal and currency
reforms ;(4) priority of aid for basic areas.

June 19-in s in House of Commdns, Forei Minister Bevinwarns that Britnis prepared to go ahead with Marshll Plan, with
or without the Soviet Unon.

June 19-Paris talks broken of and invitation sent to Foreign Secre-
tary Molotov to loin Bevin and Bidault.e -20-The Soviet press reports that the U. S. S. IL wishes further
information on the conditions of the credits to be rated by the
United States and the relation of the plan to the United Nitions
Organization.

e 2--Presdeni Tr aoits a committee of specialists within
the Government (Kru committee) to study the stte of the Nation's



THE EUROPEAN RECOVERY PROGRAM

resources with a view to determining the ability of the United States
to supit the Marshall Plan.

June 22-President Truman appoints Council of Economic Advisers
(Noure committee) to study "the impact on our economy of aid
to other countries."

June 22-President Truman appoints 19-member advisory committee
(Harriman committee), consisting of financial, business, and farm
leaders, to study the broad aspects of the aid program and to advise
the President "on the limits within which the United States may
safely and wisely plan to extend such assistance."

June 23--Forein Minister Molotov accepts invitation to Big Three
Conference scheduled for Paris June 27.

June 24-Poland agrees to cooperate with Marshall Plan.
June 26-President Truman gives Marshall Plan unqualified endorse.

meant and through his National Advisory Counil on International
Monetary and Financial Problems sends report to that effect to
Congress.

June 27-Paris Conference opens with Foreign Ministers Bevin and
Bidault opposing Foreign Minister Molotov in several major issues.

June 27-Anglo-French plan calls for immediate creation of a steering
committee consisting of Big Three and other states.

Function: To coordinate subcommittees charged with surveying
resources and programing to meet the Marshall Plan. Russia
proposes that the United States be asked the exact amount of help
she would be willing to grant, and that each nation should make its
own survey and estimates; regards steering committee as meddler
in domestic affairs of nations.

June 20--Tas attacks European aid program as American inter-
ference in Europe; then calls for aid program on broader basis than
the Marshall Plan.

June 80-Pope Pius endorses Marshall Plan for European recovery.
June 30--Paris Conference deadlocks over Foreign Minister Molotov's

refusal to accept basic principle of Marshall Plan-that European
nations should first make a common effort to aid themselves.

July 2-The Soviets oppose any over-all economic organization for
Europe.

July 2-The conference of the Foreign Ministers of France, Great
Britain, and U. S. S. R. ends. France and Great Britain reveal in-
tention to push Marshall Plan without Russia.

July 2-Secretary Marshall announces conditions ot recovery Ian as:
(1) Any United States contribution shall be effectively use4'for the

purpose for which it was intended, (2) it should not be expended to
serve foolish economic or political interests; (3) it should be em-
ployed specifically in economic rehabilitation; (4) it should serve a
great purpose in restoring hope and confidence among the people
concerned that the world will know peace and security in the future.

July 8-Foreign Ministers Bevin and Bidault issue joint communique
invitinig 22 additional European nations to meet in Paris for further
discussion of Marshall Plan.

Program calls for committee of cooperation to prepare report by
September 1947 on available needs of Europe for the next few years
and availability of resources.
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July 5-Invitation of Foreign Ministers Berin and Bidault accepted
by 10 nations for conference to meet July 12.

(Italy Portugal, the Netherlands. Sweden. Denmark, Ireland,
Greece: Poland, Austria, Czechoslovakia.)

July 7-Tass. official Ruwian news agency, reports Poland, Yugo-
saria, and Rumania cannot attend. V

July 9--Runiania. Bulgmria. Poland, Yugoslavia refuse invitation.
Premier Clement Gottwald of Czechoslovakia flies to Moscow for
instruct ions.

July 10-Czech Government withdraws acceptance when Krenlin in-
structions are telephoned by Premier Gottwald to Czechoslovakia.

Reason given: "Acceptan'ce of the invitation might % construed
as 2n action against the Soviet Union."

Hungry. Albania. and Finland send refusal.
July 11--Secretary Marshall meets with Senate Foreign Relations

Committee to explain his plaii.
July 12-Conference convenes in Paris. Forty-eight diplomats rep-

resent 16 nations. In attendance representatives of Austria, Be]-
gium, Denmark. France. Greece, Iceland, Ireland, Italy, Luxemn-
burg, the Netherlands, Norway, Portugal. Sweden, Switzerland,
Turkey, United Kingloin. Not repremnted: Finland, Poland,
Hungry, Rumania, Bulgaria, Yugoslavia, Czechoslovakia, Russia.

Door left open to Russia and satellite states to come in subse-
quently if they desire.

July 12-Premi er Clement Gottwald and Foreign Minister Masaryk
bring back 5-year trade pact with Russia.

July 12-Bulgarian Cabinet completes 87-million-dollar trade agree-
ment for 194748 with Soviet Russia.

July 14-Secretary Marshall warns that United States must help
nations of western Europe rehabilitate themselves or see them drift
into Russian orbit.

July 15-Working committees set up to prepare reports during sum-
mer and to reconvene in Paris to complete report for submission to
United States on September 1,1947. After 4-day session an over-all
operating committee to direct the report and four subcommittees
created to deal with (1) food and agriculture, (2) iron and steel,
(8) transport, (4) fuel and power.

July N- ew directive issued to United States Military Government
in Germany ordering It. Gen. Lucius D. Clay to take all possible
steps to increase German production; and United States and Britain
reach tentative agreement on plan to double German production.

July 17-Hungary signs trade pact with Russia.
July 18-Supplementary appropriation bill carrying additional $1,-

353,024,90 for all foreign aid, and relief funds for Poland and
Hungary cut by 18 millions, favorably reported by voice vote front
House to Senate. House refses to adopt Dirksen motion to dny
aid to all nations that fail to cooperate with Marshall plan. •

July 21-Secretary Marshall maeots with House Foreign Affairs Cqm-
mittee in closed session to explain his plan.

July 21-President Truman says Marshall plan for aid to Europe lies
"at the core" of United States foreign policy. Lasting benefits
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make it profitable to endure temporary short es. The ct' of effec-
tive foreign aid, he state will C only a small fraction of the cost
of winning a war.

July 22--House decides to make own inquiries into foreign needs dur-
inig recess of Congrets and instructs Foreign Affairs Committee to
direct investigation; also sets up new 19-man committee to make
sixecial inquiries.

July 25-France indicates willinguess to participate in Three-Power
conference on Gerumn problem.

July 26--L'O&servature Romano, Papal newspaper, urges Western
European statesmen to pay attention to Russian fears that Marshall
Plan might represent danger for sovereignty of European nations.

July 27-Moscow grants Albania a smalll credit" for machinery.
July 28-At a meeting of the United Nations Economic and Social

council the Soviet representatives again reject a French plea to
participate in the Marshall Plan. They state that the United Na-
tions has not officially been informed of the plan and further, that
the plan calls for the reconstruction of Europe linked closely to
German economy.

July %9-Soviet-Yugoslav barter ahd credit agreement in a:,nounced
in Moscow.

July 29-Speaker Martin appoints Representative Eaton to head 19-
member group, with Representative Herter to head the group when
it goes overseas.

August 8--Bulgarian Premier Dimitrov returns to Sofia after conclud-
ing agreements with Marshal Tito for customs union, abolition of
visas, and coordination of foreign policy.

August 11-France accepts invitation to confer with United States
and Britain in London on raising level of German industrial output.

August 14-United States cancels 1 billion dollars of war claims
against Italy; unfreezes 60 million dollars in war assets; signs over
to Italy 28 ships seized during wartime; redeems 10 to 15 million dol-
lars in script issued to Italian war prisoners in the United States;
trims United States claims agaumst Italy to 5 million dollars; agrees
to sign friendship pact with Italy. A second pact covers return of
prewar American property in Italy and retirement of 186 million
dollars in prewar Italian bonds. A third pact covers disposal of
German external assets.

August 28-Herter committee sails for Europe.
August 29--As result of 6-day conference in London, France, United

States, and Britain announce plans for restoration of German in-dustrial production to 1936 levels.
Talks held in spite of Russian protest. Fail to provide guarantee

that France will receive all Ruhr coal and coke shenedsU France
assured (1) German recovery not to be given priority over demo-
cratic countries; (2) demilitarization of Germany the primary ob-
jective; (8) any new United States-British plan Will e so dawn
up as not to allow the Ruhr to serve aggressive pr. e _London
decision subject to change by Big Four foreign Ministers in Novem-
ber London meeting.

208



THS KUROPMAN RICOVN9RY PRtOGRAM20

September 3-Secretary Lovett says western Europe's economic plight
is getthig worse faster than expected due to "acts of God," incJuding
drought and damaged food production.september 0Scretary Marhall tells news conference Europe faces
"intolerable hunger and cold" next winter unless emergency food
and fuel are provided.

September 11--Secretary Harrimn states Marshall Plan will involve
additional government controls over exports.

September f-French Foreign Ministry announces study of a cus-
toms union will be made by Austria, Belgium, Britain, Denmark,
Ireland, France Greece Iceland, Italy, Luxemburg, the Nether-
lands, Portugal, Turkey, Rumania; 10 other eastern European coun-
tries will pro aly be invited, including Russia.

Moscow warns dinavian nations against creation of reginal
customs unions and voices suspicion that northern Europe is-ing
included in western bloc now sponsored "by reactionary Anglo-
American sources"

September 12-Participants in Paris aid conference accept 6 basic
conditions suggested by Secretary Clayton, namely: (-) tota
immediate steps toward financial and monetary stability; (2). to
guarantee its production program; (8) to agree to reduce trade
barriers; (4) to make allowance in total requirements for capital
needs which might be financed by World Bank; (5) to form con-
tinuing organic ztion and check expenditures uider it; (6) to recog-
nize common objectives and responsibilities.

September 1---S0viet Deputy Foreig Minister Vishinsky in UN
assembly meeting charges United States with warmongering.

September 20-Senate Appropriations Committee meets to discuss
American financial policies abroad with respect to occupied areas.

September 22-Volume I, General Report of Committee of European
Economic Cooperation signed by the 16 nations participating in
European conference presented to the United States.

September 24-Harriman Committee makes special interim report on
gram export policy.

Sep-tember 26-Members of Senate Armed Services and Appropria-Stions Committees leave for Europe.
September 20-President Trumai meets with congressional leaders

and requests Appropriations and Foreign Relations Committees of
both Houses of Congress to "meet at the earliest possible date"
President states that long-range Marshall Plan impossible unless
United States provides food and fuel to help France and Italy to
"survive this ciftival winter as free an4 independent nations.*

October 1-President Truman requests Apropriations and Foreign
Relations Committees of both Houses of Congress to meet at earliest
possible time on stopgap plans.

Senate and House Foreig Affairs Committees to be called in
joint meeting November 10..

October 6-Senate Appropriations Committee. is called for meeting on
November 18.

209



THE EUROPEAN RECOVERY PROGRAM

October 6-Moscow. Cominforn. new version of Condntern, repre-
senting the Communist Party of nine nations (Russia, Yugoslavia,
France, Italy, Pohnd, Bulgaria, Czechoslovakia, Hungary, Rd-
mania), organized for all-out fight against Truman Plan, Marshall
Plan and T'United States imperialism." Declaration to this effect
issue in Pravda. Organized at Warsaw meeting; Belgrade selected
as headquarters.

October 7--Soviet Government agrees to November 25 as dAte for
London meeting of Foreign Ministers Council to write a German
peace treaty.

October 7-Krug reprt states America has natural resourcm, indus-
trial capacity, an agricultural means to extend Marshall Plan aid
to Europe without. damaging our own economy; takes an over-all
look at power and transport capacities, and recognizes scarcities in
wheat, steel, coal, fertilizers, various types of machinery.

October 7-Washington conversations. begin between European and
United States aid technicians. I

October 10-Herter committee returns and chairman states, "We are
convinced that no program of American aid can achieve the objec-
tive desired unless each country sets its own house in order * * *
and cooperates with its neighbors * for the fullest use of
existing or potential resources."

October 21-American-aid mission in Greece reports 75-million-dollar
hoard of goods uncovered.

October 22-Speaking for Cominform, Zdhanov calls upon Com-
munists everywhere to wreck Marshall Plan as an instrument de-
signed by the United States to achieve "world domination by Ameri-
can imperialism."

October 28-President Truman, at conference with congressional lead-
ers2 calls special session of Congress for November 17on foreign aid
and living costs.

President states: "There are two compelling reasons * * *
the continued rise in prices * * * and * it is also nec-
essary to meet the crisis in Western Europe."

October 2 -President Truman confers with Cabinet on aid to Europe.
October 27-One hundred representatives of industry labor, ariul-

ture, and general public confer with.Government officials at White
House on Marshall Plan.

October 27-Emergency Food Council told v.-orld's food output to fall
of this year.

October 28-President Truman's Council of Economic Advisers sub-
mits report to White House on the impact of foreign aid upon the
domestic economy.

November 1-United States queries "Canada on her ability to help
Europe"

November 1-Joirt Congressional Cnmmittee headed by Senator
Harry F. Byrd. chairman of the Committee on Reduction of Nones-
osfttial Federal Expenditures, estimates United States aid to foreign
countries since outbreak of Second World War at 10 t0 20 billion
dollars
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November 2-Secretary of Commerce Harriman announces he has rec-

ommended to President Truman that the initial aid to Europe should
be 8 billion dollars as an outright gift.November &--The House Select Committee on Foreign Aid n.eet&

November 6-The President's Committee on Foreign Aid (Hariman)
submits its report to President Truman.

November 10-The Senate Foreign Relations Committee and the
House Foreign Affairs Committee meet in joint session to begin
hearings on the Recovery Program.
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