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THE EUROPEAN RECOVERY PROGRAM
Basic Documents and Background Information

INTRODUCTION

This is s collection of facts, official statements, background data,
and reports, both of individuals and Government agencies, on the
Marshall proposals, dealin'; with the Europeun recovery K:ogmm
It has been prepared joint ({ 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.

e 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 for the committees themselves and for the in-
dividual Members of the Congress. In view of the forthcoming Re-

rt 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,

v
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PART ONE: SUMMARY

L THE DEVELOPMENT OF THE EUROPEAN RECOVERY
PROGRAM

BAckGRroUND

The background of the Eutopean Recovery Program, in addition
to its humanitarian features, is partly economic and partly political.
Economic.~The war killed off millions of J)le 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, sgricultural production languished, and transportation
and power systems everywhere were disru[)ted. To helg Europe and
the liberated areas, the United Nations Relief and Rehabilitation Ad-
ministration (UNRRA), in which 44 members participated, was es-
tablished in November 1943. But UNRRA was not able to set Europe
effectively on the roed to recovery; and on June 30, 1947, it ceased to
exist. Its dissolution was p ed by a winter of extreme cold, and
followed by a summer of severe drought, both of which intensified and
magnified the European recovery problem.
olitical—To cutward aspeamnoes the relative harmony which
existed among Allied states during the war, lasted up to and t.hron:ﬂ
the San Francisco Conference. The shape of things to come, in
way of serious diverﬁ?noes 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-
gnm. After that, wartime unity decreased noticeably and an ever-
widening rift occurred in Soviet-American relations. The weakened
condition of Europe left a grave dangr that the world might be di-
vided into two rower systems. The Russian system was committed
to an ideological revolution and a communism which it aitempted to
spread to its neighboring states. Russian expansion ca 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 eocnomic 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 disap ce would leave a serious
vacuum which could not but affect the destinies of this country. The
experience of the last three decades has clearly demonsirated that the
1
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security of free institutions thipughout the world is linked to the
health and strength of Western Europ.

DeAN ACHENON'S STATEMENT, May 8, 1947

The first cflicial pronouncement of what was later to become the
European recovery program was made by Under Secretary of State
Dean Acheron, substituting for President Truman as speaker before
the Delta Council at (‘leveﬁmd, Miss,

Mr. Acheson outlined a five-point pr« .ram implementing American
international political and economic policies.  He mentioned the relief
and reconstruction measures already undertaken by the United States,
saying thac they had been adopted “in part” for humanitarian pur-
})osrs, but pringipally because the distance is so short “from food and

uel either to'peace or to anarchy.” He demonstrated a clear-cut ap-
pr:ciation of the implications o¥ any program of United States aid
fo: the world and stated,
* & ¢ paxgreat as ir our supply of commoditiex and services to the world during
the -urrent yedar, It ix stiil far short of what the people of the world veed if they are

to <at enough to maintuin their physical strength and at the same time carry
on essentinl weasures of reconstruction und become self-supporting.

Later,on June 16, at Princeton, he called for the assessment 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 etfective in building world political and
. economic stability, in promotiu,i human freedom and democratic insti-

tutions, in fostering hberal 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,
trun?ortmion, and exportation of commodities upon which our secu-

e

rity depends.
Tae MarsuaLL STATEMENT AT Harvaro, June 5, 1047

‘At the Harvard Commencement on June 5, 1947, Secretary 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-

t American readiness to assist Europe without having his overtures
mterpreted as “dictation from Washington,” he took occasion in the
Harvard address to say that if the European countries wished to plan
and cooperate in 8 ;})jrogram of reconstruction, the United States stood I
ready to consider what assistance it could provide for such a program.
Pertinent passages from Secretary Marshall’s speech follow.

It is logical that the United States should do whatever 1t is able to do to assist
in the return of normal economic nealth in the world, without which there can
be no political stability and no assured peace. Our policy Is directed not against

any country or doctrine but against hunger, poverty, desperation, and chaos, * * *
It is already evident that, before the United fitates Government can proceed
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much further in its eiforts to alleviate the situation and help start the Buropean
world on its way to recovery, there must be some ngreement 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 effoct to whatever action may be

undertuken by this Government.
It would be nelther fitting nor eficacious for this Government to undertake to

draw up unilaterally a program designed to place Europe on it feet economlically.
This is the buslness of the Europeans.

The initiative, I think, must come from Europe. 'The role of this country
should consist of friendly ald in the drafting of a Buropiun programm and of
later support of such a program so far as it may be practical for us to do s,

W I¢ will be noted from this that the so-called Marshall Plan was no
plan at all but a general statement tha! the United States would look
with sympathy upon European requercs fos »id and rehabilitation, piro-
vided 3Europe examined her own rescurces.and her abilities to meet her

. needs, and outlined an appropriate program of action. 7/
WesterN Eonore’s RerLy

At the outset, only brief references were made to the speech in Euro-
pean papers. On June 13, 1947, however, Mr. Bevin hailed Mursha'l’s
statement as “a real attempt * * to (create) a healthy wortd.”
On the next day the French Foreign Minister, Georges Bidnurt, 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 Hoover 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

reparcd to go ahead with a program, Soviet Union or no Soviet
nion. On the next day, June 20, the U. S. S. R. asked for further
information about the credits the United States planned to grant and
the relationship the Marshall Plan bore to the United Nations organi-

zation.
Tne Prestoent's STUDY COMMITTEES

On June 22, President Truman appointed three committees to ex-
amine the more pertinent asp :cts 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 the Government
under the chairmanship of the Secretary of the Interior, Julius A.
Krug. Itsduty wastostudy the state of the Nation's resources with a
view to determining the ability of the United States to suppoit 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.”* 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-
m and to advise the President “on the limits within which the
nited States may supply and wisely plan to extend such assistance.” 2
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 £8; and the Harriman Committee on November

Tur Bia Turee CONFERENCE

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? at the United States be asked to specify the
exact amount of he g 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 a¢ a meddler in the domestic affairs of in-
dependent nations, '

y this time Russian opposition to the recovery plan was rapidly
crystallizing. For example, Poland, which had agreed on June 24
to cooperate in the plan, later decided not to articipate. Pravda
editorially glune 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 propagundists expected to occur at
any minute in this country. Tass (June 29) warned that the con-
ference should not attempt t6 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

1Dr. Edwin Q. Nourse, chalirman ; Leon Kellerllng. and John D, Clark.

3 Hiland Batcheller, president, Allegheay-Ludlum S8teel Corp., Pittsburgh, Pa.: Robert
Earle Buchanan, dean, Graduate College, Iowa State College, Ames, Iowa; W. Randolph
Burgess, vice chairman, National City Bank of New York, New rork, N.Y.: James B. Carey,
secretary-treasurer, CIO, Washington, D. C.; Granville Conway, president, the Cosmo-

litan Shipping Co., Tnec., New York, N. Y.; Melville F. Coolbngg. olden, Colo. ; Chester

. Davls, president, Federal Reserve Bauk, Bt. Louls, Mo. ; R. R. Deu ree, president, Procter

Gamble Co., Cincinnatl, Ohlo; Paul G. Hoffman, president, the Btudebaker Corp., S8onth
Bend, Ind.: Calvin B. Hoover, dean. Graduate School, Duke Universi . Durham, N. C.;
Robert_Koenig, president, Ayrshire Collleries Co,, Indlan Ind.; BEdward 8. Mason,
dean, School of Pubdlic Administrativn, Harvard Universit ambrld:% Mass.; Geor,
Meany, secretary-treasurer, American Federation of Labor, Washivgton, D. C.: Harold G.
llonuon:,'pmldent. the Brookluge Institution, thln{ton. D. C.; William 1. Myers, dean,
Oollege of Agriculture, Cornell Uniyersity, ltha% N. Y.: Robert Gordon spronl“pnaldent
annult{ Californis, Berkely, Calif.; Owen D. Young, Van Hornesville, N. Y. ; Robert
M. Ia Fcl)l };m. Jry Wul'lln‘ton. D. C.; John L. Collyer, president, B. ¥, Goodrich Company,
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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-
(t:i::t proposal, Secretary of the Treasury, John Snyder, pointed out

¢ ¢ ¢ ]I 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. 8. know how much is wanted.” :
Six days later, Secretary Marshall told the Women’s National Press

Club in Washington .

¢ ¢ ¢ Al the United States wants ®* ¢ ¢ {g that che aid be used for the

purpose it 18 Intended ; that it should not be expended to serve selflsh economie

or political Interests; that it should help to restore hope and confldence among
the peopie concerned, that the world will know peace and security in the

future.
Tur Meerine oF THE 16 EuroreAN NaTIONS IN PARIs

On the day following the break-down of the ~onference of the Big
Three, brought about b%Rnssia’s veto on any concerted action, Forei
Secretaries Bevin and Bidault issued a joint communiqué invitin
additional European nations to meet in Paris on July 12 to consider
a recovery plan. Czechoslovakia, which had at first agreed to partici-

ate in the conference, after a visit of Premier Gottwald and Forej

ecretary Musaryk to i{oscow said it would be impossible to accept the
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: Austria, Bel-
t'gll;um, Denmark, France, Greece, Iceland, Ireland, Italy, Luxembour,

e Netherlands, Norwa ,Portugnl.Sweéen, Switzerland, Turkey, an
the United Kingdom. the other hand, not represented were Fin-
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 Committes for European Economio
Cooperation (CEEC). After 4 days of sessions, 4 subcommittees
were established, name(lly for food and agriculture, iron and steel,
transport, and fuel and power. This was the organization under
which the reports of the 16 European nations were to be prepared
for submission to the United States in September.

Tae RussiaNn RepLy—THE “MoLorov Pran”

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 oslovakia. On the same
date Bulgaria completed an 87 million dollar trade agreement with
Russia for 1047-48. 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 tmnsﬁmrt, and territorial adjustment pact. On July 27, Russia
ranted Albania a small credit for machinery. On July 29, the Soviet
vernment, and Yugoslavia aunounced a barter and credit agreement
in Moscow. On August 3, Bulgaria and Yugoslavia signed an agree-
ment covering custoins, visas, and general foreign pelicy. 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 result of 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.

CominrFgry CreaTeD To Oprose KuRoPEAN RECOVERY PLAN

In her opposition Russia spoke for the Communist world. Any ques-
tions on this scare evaporated when, on October 6, Pravda annou. -ed
in Moscow that a new organization representing the Communists of
nine nations, namely those of Russia, Yugoslavia, France, Italy, Po-
land, Bulgaria, Czechoslovakia, Hungary, and Rumania, had organized
for an all-out fight against the Truman Plan, the Marshall Plan, and
United States imperialism. This was the Cominform, a new version
of the supposedly defunct Comintern. Hendquarters 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 un instrument
designed by the United 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—
* ¢ ¢ the Manifesto will carry to new lengths the distortion of United States
colicy ¢ ¢ *. The parties and governments associated with this program have
made clear their intention to prevent, if they can, the economic recovery of

Kurope.
Tue House or REPRESENTATIVES SELECT CoMMITTEE ON FOREION AD

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 Committoe, under
the chairmanship of Mr. John M. Vorys. This report, which brought
together the existing studies of the J)roblem and made an analysis of
its probable masnitude, 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. 208, 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. Itsaim 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

us the Select Committee on Foreign Aid, was set up on July 29 to make

special inquiries It sailed for Europe on August 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 7.4 The members of this committes were di-

vided, for purposes of more thorough study and coverage, into five.
subcommittees : A subcommittee on Great Britain, whose chairman was

Mr. Kunkel; a subcommittee on Austria and Germany—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
und 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 needs; and any or all measures
which might assist in assessing relative needs and correlating such
assistance a8 the United States could properly make without weaken-
ing its domestic economy. .

Tue SumMer or 1947

Closely related to the recovery program were a number of events,
On August 14, the United States cancel'ed 1 billion dollars worth of
war claims against Italy; released 60 1million 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 f»risoners in the
United States; trimmed United States claims against Italy to § million
" dollars, and agreed to sign a friendship pact with Italy later in the

ear. Other pacts between the two parties covered 136 million dol-
ars in prewar ltalian bonds, and the disposal of Garman 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 Rubr coal and coke she might need for her industries.
It was also agreed that German recovery should not have priority over

35t was headed by Representative Charles A. Eaton (chairman) and Kepresentative
Christian A, Herter (vice chairman). The membership of the committee wan Representa.
tives Thomas A. Jenkins, Charles A. Wolverton, August H. Andresen, Francis John
lané Macy, Richard M. Nixons,

C. Kunkel, John M. \'orsrld Charles W. Vursell, W. ll%t
E. E. Cox, James P, Richards, Francis E. Walter, Harold D. Cooley, George H. Mahon, Over-

ton Brooks, RBugene J. w. and A. 8, Mike Monroney,
¢ Bee nummar‘;, 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 words, so as not to allow that area to
me 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. Luxemi)ourg, 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 & union
would be regarded by the Soviets as yielding to the western bloc now
sponsored {ereactionar 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,
fl 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
Vishingky rose in the United Nations Organization to accuse the
United States of “war-mongerini”

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

Tuz Rerorr oF Tiie ComMrrrrE or Eurorean Econoxtio
Cooreratron (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,

WasHINGTON CONVERSATIONS OF TECHNICIANS

Conversations opened g)ctober 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.

Tuae EvroreaN SrroatioN WoRSENS

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, ‘ '
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The various committecs of Congress visiting Europe saw for them-
selves the conditions which existed there. In addition to the House
Select committes on Foreign 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.

n 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 Committes .
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 ero-
gram. He invited 100 leaders of indust%,hllabor agriculture, and the
general public to confer with him at the White House.

Tur PresmenT Meers Wrra CoNgRrEssioNAL LEADERS

As the food prospect in Europe became increasingly bleak, Secre-
taries Harriman and Marshall both warned of starvation abroad un-
less help was forthcoming fromn the United States. The President’s
advisors enfnged in an intensv 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 Appro&riations and the Foreign Relations Committees
of both Houscs of Congress to meet “at the earliest possible time.”
After informing the congressional leaders that he would consult with
them again as to the necessity 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 profum
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 appr(:rriations 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 joint session on
November 10 to begin hearings on the aid program. Iive days later,
the Senate Appropriations Committee scheduled its meetings to begin
on November 18,

Trae PresriENT SumMmons CONGRESS FOR A SPECIAL SESSION ON
Novemper 17, 1047

But more definite action on interim aid seemed to the President
to be necessary in time to stave off starvation and suffering in Euro
No long-range recovery Krogram 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 Congress into session on November

17, There were two compelling reasons, namely, “the continued rise in
prices * ® * (and) * * * the crisis in western Europe.”



1I. THE CHARACTER AND THE CRISIS OF EUROPEAN
ECONOMY

Backarounp or Tue EurorEAN Crisis

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 t;'(lf)le 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.
It%ms an inland region, Germany, rich in iron ore and coal, which sup-

rts & great concentration of factories. We have a similar inland
industrial and raw-material area in the Pittsburgh-Chicnp‘o region,
Behind the industralized seaboard and stretching around the inland
industrial area of the Ruht 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 Zar 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 of'the present European crisis.

The parallel to Euro(f)e would be closer if the 16 States comprised in
the New England and Middle Atlantic l.(froupa plus Ohio. Indiana
Illincis, Louisiana, 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 devastatod 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 restorinf their
production and standards of living are like the problems whick: 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,

67782—47—2 1
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Italy, Luxemburg, Netherlands, Norway, Portugal, Sweden, Switzer-
lamf: 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:

TasLe I.—Self-suficiency in food production—Prewar?

Percent of Aome-produced Percent of home-produced
Country Jood to total food condumed Country Jood to total food consumed
Austria 75 Norway 47
Belgium 47 Portugal ]
Denmark . 100 Sweden 90
France 83 Switzerland - 7
Ureece 79 United Kingdom . v 32
Netherlands 62

1 Source ; Food and Agriculiural Data for Belected European Countries, pp. 1-8, Average
for food years 1933-34 and 1037-38.
* Bxcluding imports of coffee, citrus fruits, tropical foods, ete.

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 ability of these countries to feed themselves
at least in gart has been still further reduced by sevcre summer
droughts and severe wiater freezes, by spring floods in England, 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 an Eaper, rubber, petroleum, and tropical products, such
as oils and heavy fibors. 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 fored to export so as to earn the necessary funds for purchasing
abroad. Table IT shows the per capita value, converted in dollars,
of the foreign trade of the chief western European nations as comparetf
with the United States in the year 1937.
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TasLE I11.—Per capita imports and ezports, 19371
{Converted ints dullars at 1037 rate of exchange)

Country 1lmports Exports

AUBIIR oo eceiicieiicaenmeecittreevitantnecnreneconstneaasasnenrnaas $4.% $37.10
Belgiti. ... .t iittriecitecieecsasenccseaniarannnas 108.28 90.00

k... 99.90 .00

...... 40. 50 2280
Netherlands. 98.80 3.2
Norway..... 110. 45 .25
Sweden. . ... 88.10 81.10
Switzerland. ... 98.76 70.58
United Kingdom.........cooueeennmnnnannnn.o. . R 108.20 54.80
United Blales. ....c...conncimceaicciecuncteenan e rennnrcennanas 22.90 28.10

1 SBource : Foreign Commeroe Yeardook, 1938, p. 427, as corrected.

It can be seen-at & (flance 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 monef spent by tourists
in Europe, etc. But exports paid for the great bulk of imports into
western Europe and even before the war’ it 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? 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 sapped western Europe’s
ability to raise Eart of its own foodstuffs, so too has 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 damage .
The physical damage to and destruction of mines, factory buildin

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. Shortages

World-wide shortages of raw materials and industrial and trans-
pertation 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. Business relationships

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 &
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 reducod western Enropean 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 ?rewar by reason of the greater mortality
among and disappearance of young men. Pegchologxca]ly, 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 guods on which to spend their incomes. The result is
a vicious circle—the lower the productivity, the less there is for con-
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 impossible and operating through dema-
gogy and sabotage, was met by the natural reactions of the Right—
which certainly did not help atters—and by the inability of the
Center and Liberal parties to control the economic and political fuc-
tors which could produce stability and recovery. Since the Con-
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 jndustrial 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.
GrruMANY

Germany is no longer the chief single market for and supplier of
the other western European: nations. In 1929, 53 percent of Germany’s
total exports were consumed in the 16 countries of western Europe.
In the snme year 35 percent of Germany’s imports for home consump-
tion came from those 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. It is unlikely that
western Europe can find or create without the utmost difficulty an ade-
quate substitu'e 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-

P ‘2?3"'“: Computed from figures given in Foreign Commeroe Yeordbook, 1980, vol. I,
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ard of living to the level of 1938, much less to that of 1929, without
serious drain on the economy of the United States.

EasTerN Evurore

Before the war, the European area east of a line from Stettin on the
Baltic to Trieste on the Adriatic was one of the chief sources of the raw
materials, especially foodstuffs, required by western Europe. But
since the war, the food-producing countries of eastern Liirope, es‘)e-
cially Poland, Hungary, Rumunia, and the U. 8. 8. R., have also
suffered reduced outputsof food ¢ ~  same reasons as noted above in
the case of western Europe. S: st barvest, however, relative
exportable surpluses have appeared 1. .crtain eastern countries, but
there are difficulties which must be overccme before they can be bought
by western Europe. Chief among these are the inability of westera
Europe to supply, as formerly, desired manufactured goods to the
castern countries and the serious ideological and political gap between
east and west which makes trade negotiations difficult.

UNITED 873128 350 OTHER DoLLAR ALEAS

In place of their pi- var sourcss -  uply in (rermany an¢ istern

Europe, the 16 nations of western I va been forced to turn to
the United States. Our exports to E: il he three times as great
in 1947 as in prewar times, Not only . hipning vast quantities
of food and industrial preducts to Europe, - vill supply western

Europe with some 40,000,000 tons of coal in 1947, A commodity never
before imported from outside Europe. Western Eu.ropean countries
have also been forced to expand their purch: ses in Canada and Latin
America, where they must pay in dollars or acceptable goods for all
imports. While, therefore, world shortages and the loss of German
und 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
compared with prewar. Before the war, Europe sold less to us than
she bought from us. and now the difference is much greater because
of the shortage of acceptable exports .com western Europe. For the
L)::t 2 years, western Europe’s trade deficit with the dollar areas has
n 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 “the 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 also 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,
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foreign currency, especiaily dollars, earned by or loaned to the 16
nations buys much less than prewar in terms o . 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
export and 1t pays much more for goods it must import. ’

CURRENCY INCONVERTIBILITY AND TRADE BARRIERS

Even before the war, Yestern 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 ag import and ex})ort quotas, barter and coinpensation
agreements, blocked currency funds, etc., has been continued and
strengthened since the war, It will be dificult 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 or ForeroN INvEsTMENTS, ETC,

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 part of its foreiﬂ\ investments in order to finance
necessary imports during the war. Great Britain, Norway, the Neth-
erlands, and Italy no loanr 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 rmﬁts from their nverseas 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 lg
nations of western Europe have anythinﬂ like the degree of self-
sufficiency and independence of foreign trade so fortunately possessed
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by the United States. The war and its aftermath of political unrest
and world-wide shortages have only aggravated to a crisis western
Europe's organic inability to support itself, without the naturs! flow
of food and raw materials from eastern liJurope. To & 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 t

1f Europe is to recover, particularly if western Europe is to recover,
without mutual assistance from an esstern Europe dominated by Rus-
sia, exports must be increased far beyond prewar levels, colonies must
be better developed and 0})8!1 to general use, and barriers to internal
as well as external trade for the 16-nation groug.mduced as raqidly
as possible.? 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 manufacturcs and equipment for the rest of western
Europe. Under suitable exchanges for raw materials and safe polit-
ical couditions, western Germany could also greatly aid the recovery of
Eastern Europe,

1 See pledges, part 11, No. 4.






III. EXTENT OF RECOVERY IN EUROPE

PzopucTiON

Europe has come & long way on the road to recovery since the Allied
armies Jiberated 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 grougsoomprising France, Belgium, and the
Netherlands, production stands at approximately 80 to 90 percent of
1937. InItaly, however,dproduction 18 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:
Indes of industrial production
(1937100}
17
148 | 1048 ) Tob.
ary | rusry | March | Aprid | May | June
Austria L | 1 SRR AR IR R RS SR
BelRIUM. ..o oo ecneianaeraeanaees 31 7 86 e & &8 87 (3
Denmark. ... Ll d u o6| 108! 108 % W] 100 100
France ! ” 88 "% 96 102 102 ”
Germany: §
{J:{ml States Zone........oceuesfoucnemes ;'ll g g ?o g a 4
Ire o e % w07f........ 13 NN I ST B
Tyt oo, 81 4 ] .7 ) IO ISR AR
Netherlands ... .00 oo..oo. 3 ] 88 80 % 90 80 [
Norway 100 00| ms| ns| ny| 12|......
............................. 83 107 168 107 107 1 108 108
United Kingdom. H11, ) WU SNSRI NESRR IRt RERINA
11038 =100, -
11936100,
’ 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



20 THE EUROPEAN RECOVERY PROGRAM

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

Bteel production in the partioipating countries and western Germany

1Millions of metrie tons)
Country 1038 Mid-1948 | Oolober i 946
§ SRR i { B wW o on
oountries
3. Western Germany. 2.0 2
(% Grand total 4“8 15.3 2.8

Bource: CEEC, Technical Reports, p. 10.
Progress of hard-coal production in the participating countries and western

Germany—Annual rate
| M (llions of metric tons)
Country 1938 July 1045 May 147

Ui Kingdom.
P B I i ¥l o
Otber participating countries. .. - 81 n ]

‘Total participating countries...........ce.eeeeeneeaene. % 73 203
Western Germany 183 4 ”

Souros: CEEC, Technical Reports, p. 9.

Agricultural production in Europe as & whole ig 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 gevere winter of 194647
culminating in early spring floods, froze ssed 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 uniform over the whole area. The
countries’ own efforts were surported by considerable assistance from
the rest of the world. The following tablss are of interest:

Production and total cuppuc::& basic foodstufls in the participating countries

western Germany
[M1llions of metrie tons)
Domestie production (ln-
Total avaflable supplies mdudod‘ in avallable sup-
103438 94548 1984-38 04848
{average) ! (sverage) 1
‘Wheat and rye. 4.9 0.6 u.0 24
Al coreals. 2.8 0.7 %) @1
Ofls and fats ! 60 3.0 28 1.9
68 44 4 24
Meat, 10.6 7.1 9.0 (3]
Milk 2, [ ¥ 5.9 s 829
! Including butter.
? Liquid milk.

Bource: CEEC, Technioal Reports, p. 3.
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Indem of agrioultural production
[1888=2100)
Austria 51
Belgium ; 85
Denmark ———— 10
France. ™
United States Zone. ]
United Kingdom Zone 60
Italy 84
Netherlands ™
Norway. 84
Sweden 101
United Kingdom 120

CoNSUMPTION

While Europe’s production has recovered more than is generally ap-
reciated in the United States, consumption has lagged far behind.
n 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
growlth‘during the war years and from large scale movements of
ulation.

B nsumption in food has on the whole been sufficient to sustain life.
In cortain countries, however, it has not provided the population in

neral with the food needed to provide the enel?y for active living,

tioning 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 for 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

ined. Destruction of cities, growth of populations, influx of

goes, 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 scarce. 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.

Someﬂgrogress has 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 theother. However,
stocks of clothing in the average family continue to dwindle, havin,
been stretched out over the war and the 214 years following withou
substantial replacement. Or.e 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 194748 are more in the nature of consumption per head
implied in estimates of requirements, the table below is of interest.:

Food consumption per head
{Kg. por haad per yoar)

1934-28 104748

Bread gralns. .. .. .oy ittt iete ettt eas 192 160
) o Ty PN F o) ]
Sugar.............. .4 0
Meat...... .......... 4.9 0
Fats (vllequivalent)...... ...t aeriiiiereneeioaiaanaas . .1 17.0

Sourco: CEEC, Genaral Report, p. 48,

Exrorrs AND IMPORTS

More than any other ragion of the world, Europe is dependent on
trade for its economic well-being. Altliough 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 and the 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, doraestic re-
quirements have absorbed the bulk of available suppiies. Import
needs have been enormous. While production has exceeded consump-
tion in most countries of Europe—though possibly not in Italy,
Austria, and Gemlang;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
0N 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-
terioruted taachinery and to expand capacity in certain lines. Im-

rts of raw materials—textile fibers, nonferrous metals and ores, and

eather—have been less than they usually were in peacetime. Nor-
mally, 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-
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pacity. in these lines operating fully, whils capacity itself has shrunk
through the destruction of war and the depreciation of machinery.
A particular factor has been the difficulties encountered in reassem-
bling machinery which was cleured out of civilian-type factories to
make room for armament machinery during the war. Textile plants
were Ti fayoxiite cho‘i:iae of G;lnnan armamelll;d officials an;iousdboth to
ex airplano and geners] armawment production and to disperse
sml:)l:n production away from Allied bombardment.

The total value of imports has been increased not only by enlarged
requirements for food, coal, and steel but also by large increases in
impo:tefrices. These increases have exceeded those in the manu-
factu nﬁﬂs which western Europe normally exports, -

A fu new item of cost in dollars has been shipping. Because
of tremendous wartime merchant marine losses, shipping which was
carried formerly in Europesn bottoms ig now transported by the
United States merchant marine. American shipping costs are high.
Coal sold st a western Pennsylvania mine for $4 to $6 and $7 to $9 at
sn Atlantic seaboard port costs rpproximately $18 to $18 lgid 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 million 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 a ton for wheat.

In 1938 the world looked to }Jarticipating 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 ?ﬁenditum of dollars
on acquiring ships built in the United States. The following table is

of interest: .
H 4
Tonnage owmed by the participating oountries in 1938 and 1947
[Tonnage Agurcs In millions)
Bod 1938 Mid17
Type of vessel -

No. |G.R.T.{D.W.T.] No. |G.R.T.|D.W.T.
Passenger® 000 8] 20 200 Ls|. a0
...... \ s 1 . X
T —— pal ) il o a0 4
Total...... 8,600 8.7 #3| 640 2y 0.6

*For the purpese of this repert, vessels dﬂ a8 “Pessonger”’ v&uhlngpdeonl those witich bave no
sdétantisl . 0. R, T, Register ; D. W, 'l‘.-seqd 'onnage.
Oerman tounage excluded, 8.3 million D.. W.T. Sotrce: cﬁmm Reports, ,.Zﬁf"‘ T

The economic recovery is linked with the strength of the inland
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 administra-

tive machinery.
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Volume of trafio in Belgium, Franoe, and Netherlandes

[Mfllions of metrie tons)
Traffic 1008 194 1946
Rallways. 2826 1.1 arl
Waterways 1323 40.4 .0
Parts 1358 al 0.8

Source: CEEC Teshnical Reports, p. 333.
EcoNoMIc INTERCOURSE

Apart from 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 T{ a serious dete-
rioration in the normal ways of doing business. is is applicable
both to trade within and among the countries of Europe.

Prior to the war, the economies of Europe, with certain obvious
exceﬁtions as in the case of Germany, were in principle based on the
mechanism of price and profits, and the distribution of goods 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 attem;])t 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, rationin
allocations, priorities, and labor services necessarily have been retain
in t" ing degrees in certain secters 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 system re-
quired to distribute &oods in the absence of the price system has been
inadequate to the task. Inflation and black markets exist in France
Italy, Germany, Austria, Greece, disturbing the normal division of
labor between farmer and city dweller, disrupting the flow of scarce
supplies into griority 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 %ooda
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 tc.tally
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,

e 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 confidence in the currency in use,.
from barter, and black-market trading.

In international trade the normal sattern 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 lccai
economies gradually picked up, international trade was resumed un &
barter basis or through bilateral agreements between two trading »1-
tions. Currencies were inconvertible and for the most part hav - re-
mained so, Foreign monies were made available by governments unly
for approved imports or for import transactions undertaken by gov-
ernment cies. Obtaining access to foreign materials or selling
domestically produced goods abroad involved aa 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 (o 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.






IV. UNITED STATES ASSISTANCE TO EUROPE
JuLry 1, 1945, 10 June 30, 1947

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

loans and property credits.
A. INTEREST-BEARING LOANS AND CREDITS
The interest-bearing loans and credits have been of the following
t

ypes:

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 million,

2. Export-Import Bank loans for reconstruction purposes. The
largest single recipient of this type of assistance has been Fran
which received two loans, one of $550 million in September 1943, a
one of $650 rillion in June 1946.

8. The sale of United States surplus gfoperty abroad and surplus
merchant veesels on long-term it, the countries of Europe,
France and Italy received the largest surplus pro ;? credits: France
a credit of million and Italy a credit of 5? million for the
purchase of surplus property in Europe, and each a credit of approxi-
mately $42 million for the purchase of merchant vessels, '

4. Lend-lease suttlement and “pipe line” credits. These lend-lease
credits were established in’ full settlement of obligations ariain’liout of
the war on account of lend-lease and other wartime claims. are
essentially gro})erty credits for the value of civilian-type lend-lease

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 establishé:g 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 which present in detail s break-down of the figures
showing our aid to all the countries of the world. These tables are
taken 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. 1t will be noted that there are separate tabu-
lations of Export-Import Bank and other loans and property credita.
Except for the United Kingdom and some non-European countries,
27
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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
Jily 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. '

'Th%ro%mms comprehended in this group are the following: .
.}, UNRRA.—The United States Government appx:fxriated $2,700
million for rélief distribution to the war devastated countries of
Europe and Asia through the agency of UNRRA. This contribution
amounted to 72 percent of U '8 Oﬁmting budget. Italy ard
Greece were the largest recipients of UNRRA aid among the Paris
Conference countries, which altogether received United States assist-
anc¢e through UNRRA amounting to approximately $700 million.

2. United States Foreign Relicf Program.—In May 1047, in antici-
Pption of the expiration of UNRRA, Congress authorized the provi-
ston of further relief assistance to certain s;f)eclﬁet_i needy countries, and
in July 1947 ap‘!)ropricted $832 million for this pm}m{e~ Austria,
Italy, Grreece, and Trieste are the European recipients of this assistance.
%‘ onation of $15 million was made from the appropriation to the

ternational Children’s Emergency Fund.

3. Greek-Turkish m‘d.—Conﬁress also eppropriated $400 million in
1947 for special civilian and military aid to Greece and Turkey. Aidto
Givece under this appropristion is prgﬁmnmeq at $300 million of
#hich approximately one-half is for military assistance; aid to Tur-
Roy is Igrogrammed at $100 million, solely for military assistance,

' &, Reliof of occupied areas—Since July 1, 1945, Austria, Italy
and Germany have been the recipients of relief under the “disease an
ynrest” program of the War Department. The most substantial ex-

enditures in -this program have been made for Germany. Relief
expenditures for Italy and Austria under this pro diminished con-
sjderably after the first Bear and are curpont.l'y negligible, '

"8, Lend-lease aid—During the period July 1, 1943, and VJ-day,
when straight lend-lease assistance to our European allies was termi-
nated, several countries in Europe received lend-lease aid. Although
this ‘assistance was subsequently settled for in the establishment of
fer:({)erty credits under cong'rehensxve war settlement agreements, the

nd-lease aid received by European countries in the period after July

1,1945 (amounting to million), is recorded in the attached tables
ungler Grants and Other Relief.
" In the period July 1, 1945, to June 30, 1947, the United States Gov-
ernment authorized assistance under the five programs listed above of
some $1,943 million allocable to specific Paris Conference countries,
further $767 million allocable to German relief, and a further $481
million not allocable to specific countries in Europe but intended almost
en'tlxlri'ely 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 Germs..y authorized in the period July 1, 1845,
to June 30, 1947, totaled approximately $10.5 billion. Of this amount
roughly two billions of do had not been utilized by the recipient
countries,

0. PRIVATE REMITTANCES

Apart from the assistance which the United States has rendered
Europe through Government channels it should be kept in mind that.
sid from private sources has not been inconsiderable. In 1046, ac-
cording to Department of Commerce estimates, vjmsonal remittances
to Europe in the way of money orders, food, clothing, etc., totaled
$2685.8 million. Remittances from voluntary agencies during the same
year reached a ﬁlgum of $218.3 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 Ayctic Ocean to the Mediterranean
and from the Atlantic into the Near East. In some the basic political
forms have been developing over tae course of centuries, others have
existed as nations for only a comparatively short time, The cultural
traditions of Greece were old when much of northern Europe was in
a primitive state. Yet, in spite of thuse divergencies, they belo.
to the main stream of what we know as western civilization, the civi
-ization of whch we are a part.- Though varying in the forms of their
governments, they adhere to the principles of representative consti-
tutiona] democracy. Governments derive their powers from and are
responsive to the electorates; the rights of the individual, including
the rights of political minorities, are recognized and protected. - -
Political developments in these conntries show a similarity of trend,
though differences in application. Generally, there has been an in-
crease in the responsibility assumed by society, through the state, for
insuring certain basic essentials to the people. This has taken not
only the familiar forms of social insurance, public health, etc., but also
" has shown itself in an increasing tendency towards nationalization of
key industries and enterprises. The dislocations of war accelerated
this tendency. The immense problems of restoring war-torn economies
to ing order seemed insoluble except in terms of governmental
action. The political and economic theories which can generally be
deségated as thoee of the Social Democrats have come to the fore and
to the extent that a common political trend can be singled out, it is
the into s position of power of the right wxﬁsocuhsu
sup by strong trades unions as exaxppliﬁedl_-lﬁy the Labor Gov-
ernment in the United Kingdom. A few indications of a move away
from the planned economy of the Social Democrats may be observed
in some countries, but any widespread reversal of the trend is not
likely in the near future, as was shown by the acceptance by the British
Conservative Party of many of the nationalization measures taken by
the Labor Government, - .
Most of the 16 oountn‘;s{, and of course German belong to the
category of industrialized societies, as distinguished from the more
cqltutx‘;al countries otth ensternh n Europe. ‘;I‘hersf,ore Dtll:l::: a%ecditq:
em in the same way, though in va an
location are not to be memnu'edug in plg-?egnl (mion alone, but also

1This section Is based on information obtained from the Department of State.
: 33
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in the invisible disorganization which can so seriously disrupt a highly
industrialized society. . .

Short anllg'eses of the various countries are found below ; generaliza-
tion about them is difficult. Jowever, they have basical y common
problems against 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. ough local differences are great, 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
recognized by the four oecugying powers on January 7, 1046. It is
s coalition Government in which the Peorle’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 & f:mg political tradition 1n 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-class
g.oupe. They hold 161 out of 165 seats in Parliament with the People’s

rty having 85 and the Socialists 76. Both parties, despite pro-
, matic differences, have cooperated closely as dominant partners
1n & Government which has a noteworthy record of internal stability,
resistance to communism, and devotion to democratic reconstruction
and national independence, The Communists have 4 seats in Parlia-
ment and 1 member in the Cabinet on the basis of 5.4 percent of the
total vote. Since Austria is under Allied military ocoupation, the
Austrian Government is subject to certain controls exercised collec-
tively by the 4 powers as represented in the Allied Commission for
Au:;,lr:f' and individually in the 4 sones by the respective commanders
in

Beworux ano Loxeusousg

The present Spaak government in Belgium is a coalition of the
Socialist and Catholic 'rrues 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 sunported by the two major trade union fed-
erations. The Government’s program is emntiaily one of favori
free enterprise and progressive reduction of the remaining cantro
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 Spask
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 pos-
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 wage-price relationship. The Communists, although
extremely vocal, are not important politically, but they do exert &
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-Resistance 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. .

DENMARK

A minority cabinet of the rian Party was formed in Denmark
following the 1945 elections. is 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 gains for the Social Demacrats and Agra-
rians and losees for the Communists and Conscrvatives. 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 Wu’md to participate in the new cabinet.

ile the new Cabinet may inaugurate special economic policies
peculiar, to some extent, to its political oomgoxion, it is probable that
whatever policies are ado will be within 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.

France

Since May 1947 France has been governed by a middle-of-the-road
coalition of Socialists, Popular Ropublic, and Radical Socialists, ex-
cluding the powerful unist Parlg' and the Right. The country-
wide municipal elections held throughout France on October 19 and
26 involved national rather than local issues and their results, while
not technically affecting the composition of the Parliument, revealed
an important change in the sentiment of the electorate. While the
Communist Party’s losses were slight, General de Gaulle’s new Rally
of the French people, campaigning largely on an anti-Communist
platform, obtained a popular vote approschﬁl;ﬁim percent, hrfely ab
the expense of the Popular Republics and cal Socialists, two of
the center parties which compose th:dpresent 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 &
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 1948, The constitution can be amended by & two-thirds vote of
the Assembly or by a ma'orit.{ vote of the Assembly ratified by a
referendum. General de (’}aul e, who now holds no official position
and who has virtually no representation in the Parliament, has insued
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 consideved 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-
anied by inflation, a flourishing blackmarket, and a slowing down of
industrial recovery. Like its predecessors the present Government
has had only moderate success in meeting these problems. '

Greece

The current Greek Government, formed in September of this year,
'ils'h ba?d o;x_ a coalition betweel? tiwo historichreekl political parties:
e Populists, representing the largest single parliamentary grou
and the Liberals, Sxe partygwhich hrfdeshim lgd the pnrligng::arl;’
opposition. Formation of this Government was welcomed by the
nited States as a movement toward national unity demonstratin
the desire of loyal Greek political parties to subordinate partisan dif-
lfqerences and to work together in accord for the welfare of the Greek

ation.

Greece is confronted with serious military and economic problems.
The Communists, aided by neighboring countries to the north, have
endeavored to uate economic and political chaoe in order to dis-
cradit all non-Communist regimes and to prepare the way for the es-
tablishment of 8 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 Greek'
peasants and villagers, the dissemination of vicious and vociferous
pr:gas:.nda within and without Greece and, particularly since March
19 e 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 magnitude of war-induced destruction, the Greek economy has re-
mained in a critical situation despite assistance from the
British Government, and, particularly since May 1947, from the
United States. Progress of the American Aid Pro, has been, in

eral, satisfactory but.its ultimate success has jeopardized
y the continuing guerrilla warfare and serious adverse weather con-
ditions resulting in Eeatly lowered production.

The program of the Greek 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 economic 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, & national
gxard is being organized to protect inhabited localities and to free the

reek National Army for offensive operations against the guerrillas,

IorranD

.. The present Government of Iceland is a coalition of Conservatives,
Progressives, 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 October

1946, :

The Icelandic Communists account for 20 nt of the voters of
Iceland—the high;:tdpemntage 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 princlgsl economic l;::l')oblam of Iceland is domestic inflation
which keeps the price of Icelandic fish 0 high as to make them uncom-
petitive in world markets. 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 desl firmly with
this inflation,

IrerAND

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 ita success in maintaining neutrality during the war. The
rincipal o gosition party, Fine Gael, has no effective leadership and
seems unlikely that James Dillon, the priucipal independent, could
unite opposition: parties and seriously challenge the Government.
However, there has 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 1ts intention to call u general election early in 1948,

IraLy

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 regarded its terms as unduly harsh.
Coincident with this growinﬁlpohtical unrest, there was a gradual
deterioration in economic conditions, The cost of living rose steadily,
food supplies remained at a low level, and unemployment incnuei.

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 & program of moderate social and eco-
gomic reforms as proof to the Italian people that they stood for real

emocracy.

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 Socialists, ‘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 essential imports can be maintained.

NETHERLANDS

The present government in the Netherlands is a coalition government
of the two major political parties, the Catholic Party and the Labor
Party. In the elections in 1946 the Catholic Party (moderaho rig:ot-
wing to liberal) returned 32 members to the Estates General, Labor
elected 20, a scattering of members were elected by the various rigl;;.-
wing parties, and the Communist Party elected 10. The total member-
ship in the Estates General is 100.

The main tglooli!:ical issue in Holland st present iz 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 of an autonomous federal state in the Net.herlanés East
Indies, to be allied to Holland in a Netherlands-Indonesian Union un-
der the Netherlands’ €rown, 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-
bor 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.



THE EUROPEAN RECOVERY PROGRAM 39

Itisnot antictigoud 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 Europs, 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 Communist 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 Li: 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 numericall stronf.

Immediately following liberation all the political parties in Norway
adopted a joint program for economic rehabilitation. This calls for
extensive investment of capitai 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 this use of foreign exchange resources will pro-
duce the maximum return in terms of increased productive and earn-
ing catgacity. It has been frank in stating to the Norwegian public
that this program involves some hardshr:rs and the foregoing of
present improvements in the living standard,

Porruear

Portugal is governed by a strong and highly centralized govern-
ment wlgzh 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 wqm.

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 and foreign exchange holdings to finance improvements
in its economy. The (lovernment has undertaken long-range pro-
grams to improve the transportation system, to develop hydroelectric

wer, for industrial modernization ahd expansion and to increase
its merchant marine. In addition, the (Qovernment has initiated a
large-scale development program in its colonies, particularly in

la and Mozambique,
ile there have been some recent inflationary tendencies in Portu-
al, there is no immediate threat to the stability of the Portuguese
aovernment from political or economic causes,

SwebeN

The present Cabinet of the Swedish Government is Social Demo-
cratic. This E:erty has a slight majority in the Swedish Parliament
which it will keep at least until the elections in September 198, 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 B:lities, and that a coalition government, ;_)ossibllvl
between the Social Democrats and one of the nonsocialist parties, wi
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 eiect.ions, bm'inF unforeseen developments.
The other parties show signs of increasingly firm anti-Communism.

As regards economic policy the present Cabinet follows a policy of
State planning, social welfare measures, nstionalization of enterprises
where it can be demonstrated the enterprises affected would be more
economical than under ?rivate ownership, state control of foreign
trade (though leaving actual purchase, sale, and distribution to private
enterprise), sud measures to control inflation. Its approach to these
problems is basically “sound” and rarely doctrinaire,

SWITZERLAND

The national parliamentary elections recently held in Switzerland
resulted for the most part in a retention of the traditional nsarty 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 middie 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 e unions, Communism is not a

t problem; the party has only a handful of seats in the Federal
%ly, and even in the trade unions it exerts little influence. Swits-
erland is essentially a country of the conservative middle class, proud
of its independence, li;:lous of its neutrality, and heartily in favor
of free enterprise. re are no apparent internal political or eco-
nomic problems that threaten the stability of the Swiss Government.

Torssr .

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. 'Fheae

rinciples have not always been adhered to in practice, but since

orld War II there has been-a general tendency toward democratiza-
tion along accepted Western lines, within limits imposed by consid-
erations of national security. 1946 an opposition party of
substantial strength came into being which has violently criticized
gome of the government’s domestic economic policies, while supporéing
the nationa forei¥n policy. '

The present political regunz headed bg President Ismet Inonu is
fundamentally both stable and secure. Subjected since 1045 to an
unremitting war of nerves by the Soviet Union, the Turkish Govern-
ment has steadfastly ref to submit to foreign domination, and in
so doing has thus far been successful in opposing certain major Soviet
moves. Russian demands include bases in the Straits, territories in
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Eastern Anatolia, as well as press and radio clamor for the overthrow
of the “reactionary, fascist” Turkish Government. L

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

Since its %hysica eoonon(xly suffered no damage during the war, the
Turkish problem is one of development rather than recovery.

Unrrep Kinapox

The Labor Party came inaopower July 1845 with a parliamentary
majority of 393 seats out of 640, a clear majority of 148 over all other
parties combined. L :

Although there have been 30 byelections since the Laboxi_fovem-
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 Party’s principal sup comes from the trade-union
movement althougl{ large sections of lower and middle income groups
also support the party. The Labor government recently imposed
additional nusteritly: 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 %mgram is characterized by economic plannin
within the framework of parliamentary democracy to achieve fu
employment and a prosperous economy with some redistrjbution of
gunchasing power. It includes the nationalization of certain key in-

ustries and services which when completed will include an estimated
20 nt of British indust?v.
here 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 prtzgmm acctging some of
the nationalization measures thus far adopted by the Labor govern-
ment.

WEeSTERN GERMANY

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 Euro cooperation for recovery.
Each Land has a democratically el 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 Democmticir and the government O?Schleswig- olstein
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(entirely Social Democratic). The Communists 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 Party, represanting chiefly business interests, and
the Christian Democratic Party, which draws its chief st fiom
the middle classes, the agricultural population, the former Christian
trade-unions, and the Catholic hierarchy, are qenemlly for a conserva-
tive social and economic policy, although the latter party has gone on
record for the socialization of certain key industries.

The Social Democratic Party continues to be the major working
class party in the western mnes,ralthough it attracts a considerable

ent of middle class voters. The party is committed to a socialist
policy, but insists that such a policy be executed by democratic means
ox:‘lg. 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 1s 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.



.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
States 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 indicing the Soviet Union
Yo join them in this invitation and the Soviet Union subsequently stated
its belief that the proposal of the Secretary was “altogether unsatis-
factory and in le of yielding any positive results”. -

There follow some of the more significant expressions of the gov-
ernmental attitudes of the participating countries toward the European
trﬁeo‘v;i? program, together with the views of the Soviet Union and

e UN.

Avusmaia

On July 1, 1947, the Austrisn 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 coo&emtion, 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- .

tic}ga ing country. L .
o radio address on this subject on September 24, Foreign Minister
Gruber stated that the economic recovery program dis based upon the
realization that collaboration and wﬂlmgm to extend aid constitute
one of the most essential functions of dem and that America
wishes to give aid and not doles or annuities.” Dr. Gruber also said,
“it i8 not clear why such a new form of international collaboration,
based upon magnanimous American aid, should constitute the forma-

tion of a bloc.”
Briorux

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

1 This section is based on information obiained from the Department of State.
67782—aT—4 43
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officer of the American Embassy in Bruseels that failure to make the
Marshall plan effective would be. both an economic and political
catastrophe for Europe.

Denxarg

The first indication of Denmark’s official attitude toward the Mar-
shall Plan was given by Prime Minister Kristensen in s speech at a
Danish-American Fourth of J ulﬁee:lobution. He said that “hardl
anybody could be in doubt that Denmark will go in for these ideas.
The invitation to the Paris Conference was accepted promptly and

Francs

without reservation.

In s letter to the French Ambassador in Washington M, 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
thehermsof_hiss;f)eechatHcmrd. It agrees with him, in his belief
that any policy of Euro reconstruction must be based on & pro-
&ram of cooperation.” The President of the Council and other Cabinet
members have also made puvlic statements in support of & constructive
recovery program based on sel{-help measures and mutual cooperation.
éél of the purtig: in the lllatl;?aal xmemmbg{, with rua:ed ion of p?;':

mmunists, who are violently op Ve exp: su
for this program. General de Gaulle, while virtually without xl;pm-
sentation in the Assembly but having a 40-percent mnlity in the
recent municipal elections, has likewise indicated his full support.

Grxxos

The official Greek reaction to the Marshall Plan was contained in
a communiqué issued tz'loint:ly by the Prime Minister and the Forei
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.”
Ioziano

‘While there is not available an official statement concerning the atti-
tude of the Government of Iceland toward Secretary Marshall's
pro , Jceland 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.

InELAND

The Government of Ireland responded enthusiastically to the pro-
Is for Eurl?ean reconstruction made by the Secretary of State in

is speech at Harvard., It welcomed the opportunity to participate
in the work of rebuilding Europe. 'When Prime Minister De Valera
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;igne%thorepodofCEEOonbehlfofluhndonWﬂﬂ
0 881a ¢

We should be very grateful to the American Secretary of State, whose speech
at Harvard University gave our aations this great opportunity for ecming to-
gether in mutual help. We are all plessed that *he vppoctanity has deen o
well avalled of. May I express the hope that the cooperation sow se significantly
be{_un will continue long ioto the future.

0 seek from anotber what ove could supply by oue’s own efforts is always -
unworthy. lthdoublynwbenlh.n!ﬂamhmﬁfmlmm

has proved himself generous repeatedly.
1 am happy to sign this report on behaif of Ireland © © ¢,

IraLy

Speaking before the Constituent Assembly on June 20, Italy’s For-
eign Minister, Count Sforza, praised the Marshall Plan and
Italy’s cooperation in its fulfillment. In sn earlier interview,
Sforza had said “® ® * the proposal * ® * is & great step
towards peace and ity * ® ¢ . The United States do not
intend to im their plans for European reconstruction; ratber,
thoyoxpec& t Europe should achieve it spontanecously, with their
sasistance.

Neruaranve
Response in The Netherlands, both official and in the press, to the
European recovery program and t conferences in connee-

tiﬂoix(:i atlf;emvith ln? been overwhelmingly thgnvonble Gonm#al:

¢ are generally o istic regarding CEEC Report. 1
ublicity resulted in t and Center endorsement, some moderate
ft-Wru:g criticism and bitter condemnxtion.

In a radio broadcast on August 8, Finance Minister Lieftinck ex-
pressed “admiration” for the recovery program. ' More recent state-
ments of Mr. Lieftinck have centered attention on the need in the
velatively near future for tun&:nry balance of payment aid which

the expect throngh the Marshall Plan. . .
ini zof'l‘nmroﬁ,  the Economic Congress of
the Labor Party, | to alleged “political couditions” for Eure-
aid. He said conditions involving coopera-

reco rogram
_g:n': withml surrender of national sovereiguty in the ew.oomir
field, were acceptable, but warned sgainst any endeavor to i »
acondiﬁonforaidthablcckmgoisocul&wmmhmhadm
democratic process in The Netherlands and elsewhere.

Noawar

The Norwegian Government indicated carly interest in the Marshall
Plan by requesting available information following the §
Harvard speech. Norway promptly accepted the British-French
invitation to meet in Paris; upon announcing this acce the Nor-
wegian Foreign Minister noted Norway’s view that the administra-
tion of the plan should not interfere in the internal affairs of any
country or with normal trude relativus. He expressed 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.

Porruaar

The Portufu_ese Government has, from the beginnin%,‘ supported the
basic principles of the European recovery Srogram. The Government
has stated that it will not request financial assistance and that it will
cooperate with other Eurcpean 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.

SwepEN

The Government of Sweden has stated that: it deems the earliest
possible economic reconstruction of Europe as s vital need of Sweden
and hence is prepared to consider any plan which offers hope of
achieving that objective. It believes that the most desiruble approach
to a solution of the problem should be on a Europe-wide basis prefer-
ably through an agoncy of the United Nations. It, therefore, looks
upon the adhesion of only a group of European nations to the Euro-

recovery d)wr:gram as a defect in the Erogmm as it now stands,
Eevertheless, en will participate in the program if it seems to
offer reasonable prospects of achieving the economic reconstruction
of a large part of Europe without necessitating the alienation of
Sweden from nonparticipating countries,

SWITZERLAND

The official attitude toward the European recovery program as ex-
ressed by the 8wiss Government reflects its belief that, while Switzer-
and 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 Switserland. Consequently, Switzerland accepted the in-
vitation to participate in the Paris discussions hut with three
"1, That Switzarland would undertake no engsgemen
. That Switzerland would unde: no en t incompati-
ble with its traditional status of neutrality; pet
“2. That resolutions affecting the Swiss economy would not be-
come binding on the Coufederation without its consent; and
“3. That Switzerland reserved the right to maintain her present
trade agreements and negotiate new ones with nations which would
not be taking part in the Conference.” -

Turxey

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

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 saine time leaving the door
0 or Russia and countries under Russian domination to coms in
if they ever want to.”
rkish Foreign Office official stated to an American Embassy
official that the President of Turkey was interested in the recovery
Lrognm. Ho also stated that the Turkish Government realizes per-
ps better than other governments the necessity for the success of
this plan. It would, therefore, be & great triumph for the U. 8. 8. R.
if the program were not supported by the American people.

Unrreo Kinopox

British official reaction to the Secretary’s Harvard speech was
Elx;ompt and enthusiastic. Mr. Bevin took the initiative and flew with
is 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 meetings
the British delegation provided initiative and leadership. Mr. Bevin
speaking in the House of Commons June 19 stated“®* * * we
. Marshall’s offer as a great opportunity for Euro}{)e. Itisa chauce
that His Majesty's Government will not miss,” He stated that the
British “will seize this o sortumty 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. Anéhox}%{!}den speak-
ing for the oppusition in the House of Commons said, “That momen-
tousoffer * * * has brought new hope to Europe and to the world.
It is, indeed, ’:r%anerous action, and one which deserves to rank with
‘the most un-sordid act in history.’”

WesTERN GERMANY

Bocause of the nonexistence of a central government, public opinion
in Germany is expressed chiefly by the major political parties. Re-
action to the European recovery program is overwhelmin%}y favorable
in the western zones. ‘The various expressions indicate the hope that
the program will strengthen the economic and p;)litical position of
Western Germany by integrating it into the orbit of the Western
Powers, and that 1t will provide an effective instrument for promoting
economic reconstruction and combatting Communism. A pprehension
has been expressed by the Social Democrats that tha program may be
used for imposing American commercial and political interests
(chiefly dprovention of socialization) upon Germany. The Com-
munists denounce the program as & device for subordinating Europe to
American “monopoly capi n s

Sovier Union

The Soviet Union has not only officially refused to participate in
the European recovery program but, through the Soviet Foreign Min-
ister, Mr. Molotov, has criticized it as being “altogether unsatisfactory
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and incapable of yielding any positive 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 “the Governments of Great 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
opposite results, which have nothing in common with the real interests.
of the peoples of Europe.”

The failure of certain eastern European countries to rsarticipate
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 Karticipate in the Paris Conference
withdrew its acceptance, with the statement that “Czechoslovakia’s
gartici ation would be interpreted as an act directed against our

riendship with the Soviet Union.” "The official communique stating
that there was “no possibility” of the Finnish Ge.vernment’s participa-
tion in the Paris Conference said that the Marshall Plan “has devel-
oped into a cause of serious conflict among the gneat powers,” and
attributed Finland’s nonparticipation to a desire “to remain outsider
the political strife of the world.” Prior to the Polish Government’s
refusal of the invitation, the Polish Foreign Mirister indicated to the
United States Ambassador his personal conviction that Prland would
participate and would be present at the Paris Conference.

In addition, the Soviet Union, acting through the All-Union Com-
munist Party which, according to the Soviet Constitution (art. 126
is “the leading core of all organizations of the working tﬁw&le’ both:
gubhc and state,” has initiated active efforts to prevent the Marshall

lan 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 meetinﬁ states
“The Truman-Marshall Plan is only a farce, a European branch of the
genetal world plan of political expansion beu}g realized by the United

tates 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. 8. S. R,, it will make all
efforts to see to it that this plan is not realized.”

UnNrrep Nations!

In the annus! report of the Secretary General on the work of the
United Nations Organization the following statement is made:

At present important dlscussions are still in progress with regard to the eco--
nomie problems of Europe and thelir relation to assistance from the United States:
of Ameriea. It will be possible to evalyate these problems fully only when the-
discussions have been concluded. ’

1 See “International Organisations and the Recovery Program” in part 11, No. 11..
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Thers 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 Commission 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-
ﬁntion further expressed the hope that the European countries who

qﬁ tlhus 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 United 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 quicklf and efficiently so
that in the future it would be in a position to handle any calls placed
upon 1t

During the Paris Conference, and in the report from the Conference

par. llg, vol. I), the countries members of the Economic Commission
or Europe also expressed their desire to use that organization, where
possible, 1n furthering the objectives of the European recovery plan.






VII. EUROPE’S NEEDS AS ESTIMATED BY THE COM-
MITTEE OF EUROPEAN ECONOMIC COOPERATION® .

The report of the Committes 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 estimates
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-
3uimments would be consistent with the aim of reducing the dollar

eficit of the countries by 1051 to that manageable thereafter without
special external assistance; and (4 tlmt,gl uction and consumption
would be at levels consistent with “high and stable employment.”
For some commodities expected to be in short sup(rly relative to im-
port needs, such as cereals, meat, and timber, the datd used were the
estimated available supplies rather than the impor¢ requirements,
The statistics over the entire period were converted to value on the
b;sis oflpz;i’ces 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 gment of total
commodity requirements will come from the Western Hemisphere (35
percent from the United States and 26 percent from other American
countries), compared with about 45 percent in prewar years.
suming a gradual resumption of imports of goosg 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 48 tpercent 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 1051. Import

18¢0 In part 3, No. & detailed of CEEC report, and mATy rrima
ropore andi PRlsgBltoss of (e Prosiom ey 1 eng e, *ad ssmumazy of Harriman
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requirements of the participating countries and western Germany, in
billions of United States dollars, are estimated to be as follows:

1948 1040 19%0 1961 Total
URHOA BIMOS. ..........-eeeevemesonenenemnaranenees ao| s8] e8|  a3| s
moeriean countries. .........occocelacaccenes 33 3.9 a 39 1.8
g'ahlaAm ..... 47 [ Y] [} (¥ 23
.Total 139 4.6 4.8 1.4

Dollaz shipping.... .6 @ 4 .3 LY
In term of value, requirements of the participating countries and
western Germany for foreign are expecm to consisy primarily

of food, fuel, and fertilizer, which together are estimated to amount
to 78 percent of total imports dunnﬁ the 4 years 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 l?emisphem are expected to consist principally of food and
fortilizer (59 percent) and other raw materials (35 percent).

Foop, Frxosrurrs, ANp FerTrazers

The need for large imports of food to maintain standards of con-
sumption in the ;mrticipating countries during the period agricul-
tural production is being restored is emphasized by the committee;
because of the increase In })opulation, however, the consumption of
food per c:f)ita by 1950-51 is expected to be still somewhat below
prewar levels. Substantial imports of feedstuffs and fertilizera are
also considered necessary to achieve the projected levels of agricul-
tural production. Total import requirements of these goods for the
four crop years 194748 to 1950-51 are estimated at 1.8 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
imperts are considered to be as follows: (ggendent overseas territories,
6.2 billion dollars; United States, 6.7 billion dollars; other Western
Hemisphere countries, 8.8 billion dollars; and rest of the world, 10.1

billion dollars, ‘
Coar anp Oreres Souw Foxis

During the period of the recovery program, requirements for solid
fuel are expected to increase from 585 million tons in 1948 to 620
million tons. (65 million tons, or 12 percent, above the 1938 Ievel) 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
* becausa of the long haul, will not be required.
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PerrorEum Provuors

Total requirements for petroleum products in the 16 European
nations and western Germany, including necessary imports, are ex-
pected to increase materially during the period 1948-51. Import re-
-quirements of crude oil in theee years 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 dollsrs, Imports of refined products are estimated at
166 million tons, valued at 3.5 billion dollars; of this 62 million
tons, valued at 1.9 billion dollars, is expected to be needed from dollar
‘sources, .

IroN anD StEEL

To achieve the planned production of crude steel, to utilize fully
steel finishing capacity, and to supply certain requirements of finished
jproducts, the participating countries estimate their import needs of
iron and steel products during the 4 years 1948-51 as follows: Steel-
-making materials (excluding coke), 446 million dollars; crude and
semifinished steel, 662 million dollars; and finished steel, 330 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.

Trveen

The available supply of timber during 1948-51 is not expected to
be sufficient to furnish all the important requirements of the partici-

ating countries for softwood, or for pit]props, pulpwood, and poles.
5uantitles expected to be available, including import requirements
of hardwood, are estimated to cost 2.4 billion doliars during the
4-y¢:1t:e£eriod 1048-51, Of imports of timber, about 15 percent is
exg to be available from the United States, 26 percent from
other American countries, and 59 percent from other nonparticipating
.oountries, :

EqQurpMENT

‘To achieve the planned production program, the participating
:countries and western Germanx anticipate the need for importin
various types of machinery and equipment, Total import needs o
equipment for the period 1948-51 are estimated at 5.2 billion dollars
.virtually all of which is expected to be required from the Uni
States. Of the total amount, 500 million dollars represents electrical
equipment; 555 million dollars, petroleum equipment; 400 million
dollars, steel plant _equy)ment; ,188 million dollars, agricultural
machinery; 220 million dollars, mining machinery; 400 millioa dol-
lars, inland transportation equipment; 57 million dollars, timber
equipment; and 1,800 million dollars, miscellaneous equipment.
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MarrmMe TRANSPORT

To assist in the replacement of wartime losses of merchant tonna
as well as in the expansion of their maritime transport capacity,
participating countries propose to purchase from the United States 3
million dead-weight tons of ahippi.nﬁl at an estimated cost of 300
million dollars, in addition to 500 million dollars already purchased.
During 1948-31, 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 130 millica
dollars in 1951; total costs are expected to be 1,220 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 1931; total costs of
tankers are estimated to be 485 million dollars,



VIIL. FOREIGN AID AND THE UNITED STATES DOMESTIC
ECONOMY *

Although in comparison with the ate resources and real in-
come of the United States the estimated 22 billion dollar deficit of the
16 cooperating European countries for the next 4 i“m is relativel
small, the furnishing of the scarce commodities which are most need
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.

Paobvorive Caracrry

The United States emerged from the war with & productive capacity
far in excess of anything csmviously attained. Since VJ-day our in-
come, measured in physical as well as in monetary terms, is vastly in
excees of what it was tg:;ior to the war. The gross national product of
the United States in the first half of 1947 reached the staggering total
of 224 billion dollars (annual rate) and, even though the export sur-
slus in the same period was at the high annual rate of almost 18 billion

ollars, 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.

PrrsoNar Incous

That the tremendous increase in the national product is not merelly
a phenomenon of rising prices is indicated by the fact that disjiosable
semnal incomes, on a per capita basis and expressed in terms of 1944

ollars, are now only slightny lower than in 1946 but consicerably
larger than in 1939. The following s show that disposahile per-
sonal incomes in 1947 compare favorably with those of recent pre-ious -

years,
Disposable personal income on @ per capita basis?

Current { “1944”
dollars dollars
1920. (2] (]
1983.. 83 49
1900... 8% [1d
e -1
1048 e ok
SEASONALLY ADJUSTED ANNUAL RATES
First quarter 1947. 1,184
quarter 1047..... 1,188 5
Third quarter 104/, 1,98 m

1 From Report of the President to the Council of Economic Advisers (the Nourse report), October 1047,

- 1Sesalso part 2, Nos. 5, 6, 7,and 9.
56
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Measured in terms of physical units, Americans are consuming, g)er
rson, %5 percent more of the leading foodstuffs than they did before
the war. :
Notwithstanding such aggregate abundance, the complaint of risin
prices and high living costs is heard everywhere. Pent-up deman
and money is so plentiful, that we are already enmeshed

are 80 f"“‘z ; !
in the familiar wage-price-cost inflationary spiral.
Exrorr.

A sometimes convenient, but altogether inadequate, explanation of
our inflationary difficulties is our rapidly increasing export surplus.
Before the war, from 1936 to 1038, exports were running at the rate
of about 4 billion dollars a . Imports during the same period
averaged about 3.6 billion dollars, leaving a net export surplus of
approximately one-half billion dollars. y 1946, due to enormous
Bentgxf demands throughout the world and to the continuance of

nited States foreign.aid, exports had risen to around 15 billion
dollars and imports to around 7 billion dollars, leaving & net export
surplus of around 8 billion dollars. In 1947 exports are at the rate
of approximately 19 billion dollars and imports aiound 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 Enropean countries could do to pay us for a part
of the food end raw materials that they have required from us. Only-
36 percent of our exports in the third quarter of 1947 went to Europe,
in contrast to 41 percent in the correapondjng 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 gianting them these figures would be still lower,
for thus far in 1947 Europe 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 Sercent in the 193638 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, ﬁndm%it impossible to secure manu-
factured goods from their accustomed European markets, have turned
to the United States. In consequence, United States exports—prin-
cipally of manufactured goods—to these areas increased from 432
million dollars per quarter in the 1936-38 period to 2.2 billion dollars
in the third %uarter of 1047.

To deny that exports of those few types of goods that are in seri-
ous short supply has added to the price-lifting pressures on such
would be to dodge an anno miz 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

national product from 90 billion dollars before the war to 218
gillion dollars in 1945, and to 224 billion dollars in 1047 it is difficult

1 1bjd., 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:
ing 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 through-
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 in 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
Confercnce Report as their Q‘oint of départure the Council 6f Economio
Advisers concludes® that “the export surplus resulting from any
future foreign aid program will at no time qual, and for most of the
time will be substantinllx 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 & new foreigr aid program revolves
around the question of the desirability or undesirability of continuing
exports at roughly their preserit rate. )

ptimistic though the picture is, so far as the basic we. .i1 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 s 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 abroad are the most serious; namely, food (principally grains),

coal, fertilizer, and iron and .
Coumoprries 1N Liasrrep 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. en consumers find their living costs mountin
higher and hifher, and manufacturers similarly are confronted wi
rising costs of production, the pressure for higher wages and higher
selling prices breaks beyond the resistance point. Unless the iar
wage-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 sid 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 goods in tight supply to have unrestrained
impact on the limited supplies of those . This impact is out of
all proportion in its inflationary effects to the dollar volume involved.

8 October 1947 report, p. 74,
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Foop

Current foreign food demands on the United States are ubnormal,
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 500
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 products 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 poorest harvest in decades in the important westarn Europe area.

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

SreeL

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, steel 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 stecl shortages are due, in part, to the failure of the
industry to expand at an aggressive rate and indicate the belief that
steel calgsc‘lg i8 not ufficient to handle even the domestic requirements
of the United States aconomy at full emYloyment. Current shorta
of scrap and pig iror are further complicating factors. Even if this
jndgment on the complex factors as to steel expansion and demand is
reasonable, the temporary expansion of steel capacity in the United
Stats 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 CgEC
figures seem to show, a great part of?ho added stvel requirements from
the United States are for reexport. .

Maximum demands of the participating European countries for
steel are estimated at about 4 percent of current United States produc-
tion, which compares with about 2.8 percent in recent years. A major
portion of steel exports is now going to other than European countrive
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 consequently can easily generate rises in the prices of
many other products. . .

The Council of Economic Advisers,* mlnunﬁo food and steel as
the really tight areas, observes that “w r the domestic situatiom
worsens considerably or progresses satisfactorily depends upon the use
of vigorous, affirmative measures to assure distribution to the most
urgent uses and to prevent » spiraling of prices.”

Coav, Perrovzun, Frarmazax, anp Inovermian Equirnzsr

As a result of war shortages of transportation and othee
equipment, aad labor difiiculties, Europe’s production of coal has been
critically short. In 1846, 18 million tcns were shipped to Europe from
this country and it is estimated that 37 million tons will be shipped in
1947, Since domestic production is ing at the rate of 660 million
tons this means that only about 7 percent is being exportec. E
demnndﬂmllbengmtorgmtetinlmdhrwhichtimuuhwﬂ
taper off,

e coal problem in the United States is essentially a tr i
problem rather than one of mining enp.citi. availabilities
“&?&W}Rﬁ“{,‘w‘" ages of crtain types of coul st oy
S8 8 g certain ¢ of cosl a
times will almost surely resu unhnmmxamofdlouﬁmuﬂ
delivery is devised. inflationary pressure of the foreign demand
fgzd is not apt to he nearly so dangerous as in the cass of steel and .

food. .

Though the shortages of petroleum products do not assume the same
im rt:%heo in dollar volume, their imll:)ediato impact on an extremely
tight position for petroleum supplies in the United States and par-
ticularly for distillates may be very serious. This is also in part a
transportation problem, for the inoment, but it is on the longer-run re-
quirements submitted by the CEEC more a problem of the rate of de-
velopment of petroleum supplies and of refining capacity. The world
supply picture does not present any reasonable of meeting the
European requirements as stated up to 1951 il country” goods
and steel and refining equipinent can be made available in much greater
amonnt from Europe and espeially from Germany.

Nrmoasx Feernazrs

Although world prodaction of ni fertilizes is above prewar
levels, demand has increased so y that there are sericus defi-
ciencies in Europe and elsewhere. uction in the United Statse
has ahout tripled but consumption has increased ~t about the same
rate. United production in 1946 was 900,200 tons while domes-
tic demand was estimated at about 1 ’ tons. Relatively little
nitrogen is now being exported doraestic channels. Two hun-
dred and twenty-five thousand tons were produced in Governmu ord-
nance plauts and will go through Army :hannels to occupied “reas.
European requirements for the next 3 yeats are consi 7 larger

€ October 1947 repert, p. 7.
67782 —47—38 '
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than our current exports. Thereafter, European producers are ex-
pected to supply the major portion of their requirements.

- Exports o mt:gsen are, of course, much more economical than the
exportation of food. In addition, the sacrifice involved in expanded
exports of ni is much less, and the inﬂntionalz pressures small
sompared with the expansion of food exports. Such expansion could
be met in part Ly a fuller conversion of wartime nitrogen faciliti
yet it appears that without some curtailinent of domestic use an
allocation for ex‘f)ort there scems little hope, because of the enormous
domestic demand, that we will export in & volume sufficient to alleviate

the nitrogen shortage in Furope.
' EquiruenT

Of vital concern to the European economy are industrial equipment
uirements, most important among which are gondola cars, mining

and electrica e%l:ipment, and certain types of agricultural machinery.
Production of these items is closely tied up with the supply of steel.
Furthennore, domestic demands for these products are intense, The
Hifference in degree of inflationary pressure on the sulpplies of food
and steel un the one hand, and on supplies of industrial equipment on
{the other, however, i8 to be found in the fact that industrial equipment
is'itself nearly an end product. Hence price increases are not
) rily felt throughout the whole economy. :

hi: .
Inpacr ox Exuausrion or Nacunrar, Resources

i
y! Though the volume of foreign aid in itself does not seriously drain
the econoinic resources of the United States, it is nevertheless in a few
m,l_lor items a matter of sume importance. :
«:lhe expansion of acreage for wheat cultivation beyond the normal
ngeds for the United States or its ordinary export markets, if long
ponutinued, would constitute a serious drain on our soil resources, The
axtension of wheat cultivation into the dust bowl area has certainly
een encouraged by the extreme need for cereal products. It is there-
fore of critical i:(lrortance to Eet 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 move,
s¢ross the Great Lakes may bring this deposit to lower IZields in te
of iron ore content before effective measures can be taken to cushion
she change. The whole location of the steel industry is involved ih
the matter of accessible transportation unless the timing of foreign
‘igh-grade iron ore imports and the improvement of domestic re-
sources can be made to coincide with the exhaustion of the high-grade
dres from the Mesabi range. '
. *If the Evropean requirements for petroleum and petroleum products
were to be met, the United States resources would have to be heavils
tapped. It has been indicated that they cannot be met without deyel-
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opment of foreign oil sources at a more rapid rate than is presently

rojected.
P ’l’ho export of our best grades of coking coal does not reduce the
60-0dd years of estimated supply by a serious amount, but it is an un-
necessary export in view of tﬁa possibility of more rapid and sdequate
Bn;dll:lctnori of both German and British coal and the availability of
olish coal.

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

Taz ScerLy or MoNEY aAND CrepiT

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. o _

he 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 p;licy of protecting the Government
securities market by offering to buy at par, ail Government securities
with the result that the government securities held by banks (currantly
four times their 1940 holdings) can be easily converted into cash for
reserve requirements; (3) the steady influx of gold, stemmm%efrom
our export surpluses and which in 12 months end:g September 30,
1947, amounted to 2.7 billion dollars allowing a credit expansion of
several times that amount; (4) a large increase in currency and e.(:?
& widespread, vigorous, and effective demand by businesses and real-
estate owners created by the favorable prospects for profits; by con-
sumers, for durable lﬁgods, 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 brief a period
in the history of American banking.

Much of this expansion, occum:g 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 smly
perhaps the most significant at the present time is the heavy influx
of gold into the Federal Reserve System. So great was this movement
in 1947 that commercial banks were able to expand bank loans at &
record rate without having to sell any substantial amount of their -
holdings of (overnment 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 halt 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: o
* “The relative shortages of specific commodities re?uire 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 of foreign and domestic demand requires the continuance of
‘tax revenues at present levels, maximum economy in (Government
expeditures, stimulation of saving, and the enlargement and aggres-
sive use of messures to control dangerous expansion of credit.

“The proposal for new foreign aid requiree that we face with
greater wisdom and courage than ever befoie the dangsrs to our
whole economy that are now revealing themselves in the form: of rela-
tive sho and inflationary pressures at sirategic spots in the
economy. The foreign-aid program compels us to face certain
domestio problems squarely, but remedial and preventive measures
available to us are adequate if we have the courage to use them.”



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 number of the wartime regu-
lations, several wartime controls still remain over exports, imports,
domestic production, distribution, prices, transportation, and shipping.

Forrign TraDE

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;-)y distribute American export business
among those foreign agencies which St:’];pl the United States with
certain goods and pu other goo m 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 Government agencies, fats, oils, rice, rice products,
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.

AxvrvLocaTioN or DoMESTIC PRODUCTION

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

Ra1Lroap TRANSPORTATION AND SHIPPING

Priority and allocation powers continue with respect to rail carriers.
These are exercised spnring]:y by the Office of Defense Transportation.

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

1 8ee tuller report in pt. 2, No. 16, : 68
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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
S¥ates bottoms provided they are available at reasonable rates.

MisceLLaNEOUS CONTROLS

Control powers still in effect relate to limitations of agricultural
production, increases of agricultural production through the price
support programs, sgricultural 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®

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 instabilit{. :

The financial position of these countries has heen affected by the
following factors: .
- Sa) Severe losses in agricultural products, particularlﬁ‘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 rts to the dollar area and thereby re-
stricted the availability of dollars for these countries;

(c) The higher costs of essential imports caused f)y 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 n:fligible and her essential imports
at the pI"resont time are being supplied principally through the United
States Foreign Relief Program. Funds available for Austria under
tl;is 9;;rsogmm are sufficient to last caly until early in the first quarter
of 1948,

France and Italy have acted forthrighﬂy in scaling down the level
of dollar expenditures by taking all feasible measures to eliminate
supplies which are not. absolutely essential. In June 1947, Itely
stopped making dgovernmental 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 ce coal, and leum l]iu'oducl;s. Indications are that
before the end of December ce will have no funds even to buy food
and fuel. In the case of Italy funds will be needed early in December
‘tro procure food, fuel, and other essential supplies for shipment in

Anuary.

Tlml;y the program of aid to Europe possesses two aspects: (1) The
long ramge recovery program and ( 3 interim aid, whose purpose is to
tide over Austria, France, and Italy during the coming winter months,

3This section has 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 81, 1048. 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
Burope muke this winter a declsive time in history. All the progress of recon-
struction and all the promise of future plans are endangered. 1If European nations
are to continue thefr recovery, they must get through this winter without being
erippled 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 will 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 6N REASONS
FOR CALLING SPECIAL SESSION OF CONGRESS, 0CTO-

BER 24, 1947

I have called the Congress to meet on November 17th to consider
the problems of high prices at home and emergencf aid abroad.
These are questions of vital importance to all of us. I want to talk
to you frankly tonight about both of these problems.

ince 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 m?*ﬁt and courageous action.
Legislation by the Congress is essential. The need is too pressing—
the results of delay too grave—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 th:g have
in many years. nufacturers and retailers are enjoying record busi-
ness and record earnings. We are producing more gomﬁs for civilian
use than ever before in history. :

But these signs of prosperity do not tell the whole story. Although
production is high, prices are sbooti:ﬁ up. Although nearly everyone
18 employed, many people cannot afford essential items. ~Although
national income has reached a new high, the buying power of many
people is shrinking, .

A fow figures—and they are startling figures—show how the cost of

living is going usl. ,
Since the middle of 1046, this is what has happened : Clothing prices
have gone up 18 percent; household furnishings have gone up 18 per-
gt; fooct{ has gone up 40 percent. The average for all items is up
reen
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 1046,
textiles have gone up 30 percent; metals, up 35 %emant, 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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IncoMEe-Cost Gar INCREASES

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 ave already victims of
inflation. These families are using‘up savings, They-are mortgaging
their 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
clptilxms 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
i8 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 b;
a collapse. Businessmen and bankers will recall how they suffer
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 perceat higher than it was in
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 guins, if we use our economic strength wisely,

DnngANn 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 the blame upon our foreign-aid program, but this in not
borne out by the facts. ring 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, & far ter percent of our production is available for
civilian use. - With sound IE:g}i;;ies we can protect our own standard of
living and carry on a su tial foreign-aid program at the same
time,

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

n our free enterprise system, we place major reliance upon volun-
tary action by businessmen, farmers, workers, and consumers. That
is why I have repeatedly urged voluntary 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

people.

'lgxe 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 comfrehensive leﬁ'slution is necessary.

This, then, is one reason why 1 am calling the Con into session
on November 17. When it meets, I shall recommend & 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.

WorLp Neene Must Be Mer

Let me turn now to the other reason for calling the Congress into
session. ‘This is the problem of hunger and cold and human sufferi
abroad. It is the problem of men and women and children who loo
to us for help at this crucial time. ‘

We are following a definite and clear foreign policy. That policy
has been, is now, and slall be to assist free men and free nations to
recover from the devastation of war, to stand on their own feet, to help
cne another, and to contribute their full share to a stable and lasti
peace. We follow that policy for the purpose of securing tht:]peace an
well-being of the world. It is nonsense to say that we -eek 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 hun
and cold in iEurope make this winter a decisive time in history. All the
grogress of reconstruction and all the promise of future plaus are en-

an%ered. If Euro 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 danger exists in France and in Italy. If the economies
of these countries collapse and the people succumb to totalitarian pres-
sures, there will be no opportunity for them or for us to look forward
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. C¥‘op fail-
ures in France—the worst in 100 fyears-—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 shorta%ia Suel. Fuel suglwplies were depleted b
ar dama

last year’s severe winter. ﬁe to railroads, and the red
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
grices in the United States and in other countries where they must

uy have further reduced the purchasing power of their remaining
funds. They now face the coming winter without sufficient resources
to 'Fay for essential food and fuel.
he figures tell the story.

FrENOH, ITALIAN NEEDS

France can meet her minimum needs, with present funds, until the
end of Decomber, 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. 1taly
must have $142,000,000 to carry her until December 31 and an sddi-
tional sum of $143,000,000 to get through the first quarter of 1948.

Serious difficulties have also ixeen 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 prsition 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 food-
saving program. Dollars appropriated by the Congress cannot feed
hungry people if there is no food for the dollars to buy. There will
not be enough food unless we—the (f)eo le 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. Itisan earnest effort to meet the needs of humanity.

ClaLLeNGE ¥YorR UNITED STATES

" 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 discussins 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 of inflation at home, relieve hunger and
cold abroad, and help our friendly neighbors become self-supporting
once again.

I l:ngow that it is the heartfelt wish of the American people that
action be taken which will ov:rcome the obstacles to peace and pros-
perity confronting this Nation.

It is within our power to lead the world to peace and pleng.

With resolution and united effort. we shall achieve our goal.

October 23, 1947,

CONVENING THE CONGRESS
By TiE PresmeNT or THE UNITED STATES OF AMERICA
A ProcrLaMATION

Whereas the &ublic 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;
ow, therefore, I, Harry S. ’i‘rumnn, President of the United States

of America, do hereb proclaim and declare that an extraordinary oc-
casion requires the Con of the United States to convene at the
Capitol in tha City of Wasbington on Monday, the Seventeenth day of
November 1947, at twelve o'clock, noon, of which sll 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 Qctober,
in the year of our Lord nineteen hundred and forty-seven, and of the
Independence of the United S*ates of America the one hundred and

seventy-second.
) ' Harry S, TrumaN.
By the President:
RoserT A. LoverT,
Acting Secretary of State.
Ocroser 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 I 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-

ing first-hand information will have returned to the United States.

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

It is urgently necessary for the Congress to take le%islative action
desrifned to put an end to the continued rise in dprices, which is causing
hardship to millions of American families and endangering the pros-
ferit and welfare of the entire Nation. When the Congress meets,

shall recommend to it suitable measures for dealing with inflation,
high prices, and the high cost of living.

t 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.
.Ilt is clear, therefore, that congressional action cannot be delayed until

shuary. . . .

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 sﬁned a proclamation convening the Congress at 13
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 explammq why action by the Congress is necessary prior

to the regularly scheduled session in January.



2. TEXT OF SECRETARY MARSHALL’S SPEECH,
JUNE §, 1947

Evurorean INmmiative EsskNTiAL 10 EcoNoxMic Recovery

I need not (ell you gentlemen that the world situation is very serious,
That must be apparent to all ntelligent 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 1n the street to reach a clear appruise-
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 fubri¢ of European economy.
For the past 10 years conditions have been highly abnormal. The
feverish [t)rmpantlon 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

red into the German war machine. Long-standing commercial
ties, private institutions, banks, insurance companies, and shipping
companies disappeared, througgtloss of ca}}il , absorption th?:ﬁh
nationalization, or by simple destruction. many countries, conli-
dence in the local currency has been severely en. The break-
down of the business structure of Europe during the war was complete.
Kecovery has been seriously retarded by the fact that 2 years after
the close of hostilities s peace settlement with Germany and Austria
has not been agreed upon. But even given a more prompt solution of
these difficult px:olglemtl 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 & Ehase of this matter which is both interesting and serious,
The farmer has always produced the foodstuffs to exchange with the
cxt{l dweller for the other necessities of life. This division of labor
is the basis of modern civilization. At the precent 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
1947, and reloared 10 the Breas ob the sasse datee o 4¢ Hlarvard Unrersity °7'3""" &
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out. The farmer or the peasant cannot find the goods for aale 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 cultivation and is
using them for grazing. He feeds more frnin to stock and finds for
himself and his family an ample supply of food, however short he may
be on clothing and the other ordinary wms of civilization. Mean.-
while people in the cities are short of and fuel. So the govern-
ments 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 s very serious situation is
rapidly de\'eloli)ing which bodes no good for the world. The modern
system of the division of labor u‘i)on which the exchange of producis
is based isin d of breakinﬁ own )

The truth of the matter is that Europe’s requirements for the next
three or four years of foreign food and pther essential products—prin-
cipally from America—are 80 much greater than her present ability to
pay that she must have substantial additional help or face economic,
social, and political deterioration of a very grave character.

The remedy lies in breaking the vicious circle and restoring the con-
fidence of the Europnan people in the economic future of their own
countries and of Europe as & 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 not open to
question.

Aside from the demoralizing effect on the world at large and the
porzibnlities of disturbances arising as a result of the desperation of the
peapie concerned, the conseguences to the economy of the United States
should be apparent to all. LIt 18 logical that the United States should
do whatever it is able to do to assist in the return of normal economic
Lieslth in the world, without which there can be no political stability
and no assured peace. Our policy is directed not against mg.country
or doctrine but sgainst hunger, })overty, desperation, and chaos, Its
purpose should be the revival of 8 working economv in the world so
as to permit the emergence of political and social conditions in which
free institutions can exist. Such assistance, I am convinced, must
nat be on & piecemeal basis as various crises develop. Any assistance
that chis Government may render in the future should provide a cure
ruther than & mere pallistive. Any government that is willing to
s~ in the task of recovery will find g:ll cooperation, I am sure, on
the part of the United States Government. Any government which
maneuvers to block the recovery of other countries cannot expect help
from Gs. Furthermore, fuvernments, political parties, or groups
whi-h seek to perpetuate human misery in order to profit therefrom

wii.ically or otherwise will ercounter the opposition of the United
Males.

It 18 ulready ovident that, before the United States (Government
can prweed much further in its efforts to alleviate the situation and
help start the European world on its way to recovery, there must be
soine - greement smong the countries of Europe as to the requirements
of the mtuation 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 Government. 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 ig the busincss
of the Europeans. e initiative, I think, must come from Europe,
The role of this country should consist of friendly aid in the drafting
of a Eumﬁan program and of later su‘igort 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 essential part 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 of the problem and the remedies to be applied. Political
passion and prejudice should have no part. With foresight, and a
willingness on the part of our people to face up to the vast responsibil-
ity which history has clearly placed upon our country, the difficul-

ties Ihnsox&!med can and will be overcome.






3. SUMMARY OF THE REPORT OF THE COMMITTEE OF
EUROPEAN ECONOMIC COOPERATION (CEEC)*

“ In response to the speech of Sccretary of State Marshall, made at
Harvarfgn June 5, 1947, representutives of 16 European nations met
in Paris beginning on July 12 iv eramine their prospective require-
ments and resources during the period 1948-51 and to formulate an
economic recovery pri‘)gram. The countries represented were Austria,
Belgium, Denmark, France, (reece, Ireland, Iulﬁ Luxembuig, the
Netherlands, Norway, Portugal, Sweden, Switzerland, Turkey, and
the United Kingdom; western Germany was_also included in the
analysis and calculations of the Committee. #

ORGANIZATION

To prepare the CEEC report, a number of technicsl commiitoes
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 thosc of fond
and feedstuffs. The fuel and power committee considered the problems
of coal, electricity, and petroleum products, and, in addition, thosp
relating tg mining machinery, electrical equipment, and petroleum

uipmen
i e first concern was to obtain the nocessary statistical information.
For this pur the technical committecs 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-
ments Committes 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.

AssuxrTIONS

In obtaining the necessary basic data through questionnaires, the
technical committees requested the governments of the respective
count-ies to adopt certain assumptions, and presumably the same
assumptions were followed by the committees in the assessment and

1 Au officlal summary was released Scptember 22, 1847, by the Department of State
which released Gemeral Report on same date. TecAnical Reports appeared & few wecks

later.
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correlation of the statistics and information submitted. These assump-
tions were that: Sl) Forcign 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) impoit requirements would be consistent with the aim of
reducing the dollur 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 “high and stable
employment.” It should also be pointed out that for some commodi-
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 require-
ments. Finally; because of the difficulty of accurately predicti
prices, the technical comumittees calculated all values on the basis o
prices prevailing on July 1, 1947 “in the most likely outside source of

supply.”

g:ny the purpose of developing a balunce of payments, and thereby
determining the deficit in means of pnyment of the participating coun-
tries and western Germany with the rest of the world, certain further
assumptions were adopted which relate particularly to this section of
the CEEC report. These assumnptions were that: (1) Production in
the participating countries will increase greatly; (2) the imports re-
quired for increased production will be available; (3) an increasing
part of tl:e necessary imports can be obtained from eastern Europe
and Southeust Asin; (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 pny for imported from 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
prive of exports from those countries.

TuEe Rroovery Prourax

I The report of the CEEC outlines a program of economic recovery
for the sixteen participating nutions and western Germany based on
four lines of activn: ) L i

(l& A praduction program in the participating countries and west-
ern 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; o
(2) The crestion and maintenance of internal financial stability;
(8) The development of economic cooperation among 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; L )

(4) A solution of the doliar deflcit of the participating countries,

particularly by the expansion of exports.
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Inporr REQUIREMENTS

To carry ont 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
ve%l:red from foreign sources during the period 1948-51 ig estimated
to be 57.4 billion dollars, distributed fairly evenly among the 4 Koears.
In addition, requireinents of dollar shipping are estimated to be 1.7
billion dollars.

Because of the loss of supplies from customary prewar sources, the
18 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 estiriated that 61 percent of total
commodity requirements will come from the Western Hemisphere
(35 percent from the United States and 26 perceut 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 eartern Europe 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 tpercent in 1048 to 43 percent in 1951. Total im-

rt requirement3 of the participating countries and western Germany,
Il:;area, are shown in table I,

Tasix 1.—Total import requirements of participating ocountries (eaxcluding de-
pendent territories) and western Germany, by area

[In billions of U, 8. dollars}

1948 1060 1060 1081 Total
S 48 ] ) 8] nd
Total, Western Hemisphers......... 02 [ %] (Y} [ §] 3.2
Restofworld................... 47 84 &9 (¥} n32
Total, all countries. ...........e.o... 1o e 1.6 Y 5.4
Dollar shipping. [] ¢ 4 3 L7

In terms of value, requirements of the participating countries and
western Germany for foreign are expected te consist primarily of
food, fuel, and fertil‘zer, which together arp estimated to amount to
78 percent of total imports during the 4 years 1948-51. Imports from
the United States are anticipated to be chiefly food and fertilizer (28
percent of total imports from the United Sates) ; fuel (14 percent) ;
other raw materials (27 percent) ; and various types of equipment (25

rcent). Import requirements from other countries in the Western

emisphere 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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LasLe I1.—Estimated import requiroments of the participating countries (erclud-
ing dcpendcnt territories) and western Germany from the American Continent

Jor the period 1948-51
[Iu billions of U. 8. dollars}

Other
United
States Amer‘l'c:‘n Total
r::ld. foodstuffs, and fertllizars.............cccoevniimnciiiainnnnn. ag 8.7 u;
O i Prodiictgd T s B R o}
Iron and steel.......... 1.3 ol 1.3
Thober........ .4 .8 1.0
Equipment.... [ 9] .1 53
Other Lmpqpts?. 83 8.3 10.8
O UPORLS. :..eeveeeeeeeeearereeeeeeenaeeeeneereanans - 2.4 1.8 3.2
BBIPDIDE SEEVION. . coeeneannenniiieieieicenet s i acaees % RO L7

t Amount required from dollar sources.

Y Prunarily raw materisls, such as cottsi, wool, noferrous melals, woodpulp, bides and leather, and
chemicals, not covered in the studies of the tecnnical commitiees; alio includes 110 milllion dollars for seml-
manufactures, 1,39 milllon dollars for consumer goods, and 400 mililon doliars for ships and airplanes.

Assuming the fulfillment of the import requirements of the par-
ticipating countries and western Germany, the means of payment for
those im})orts of goods and services, without special outside assist-
ance, will be only partially available. The stated purpose of the

* recovery Smgmn outlined by the participating countries i8 to reduce
steadily the 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 tentatively 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 ir 1951,
and will amount to 19.8 billion dollars for the 4-year period 1948-51.
The year-to-year reduction is to be accomplished to s great extent by
increasing exports of goods which are expected to be valued at 6.5
billion dollars in 1948 and 10.8 billion doiiars 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
senod 1948-51, decreasing from 8 billion dollars in 1948 to 8.4 billion

ollars 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, & surplus in means of
payment with the rest of the world for the period 1948-51 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 thess statistics no more than indicate the prospective 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 frum the International
Bauk, the toial deficit could be reduced by as much ss an estimated
3.1 billion dollars. Loans from other sources as well as the expendi-
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ture 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 emgll%yod to reduce the
dollar deficit with the Western Hemisphere. The estimated net
balance of payments of the participating countries, indicating deficit
or surplus, 18 shown in tuble IIT.

TaBLE 111.—Estimated net balance of payments of the participating countries,
their dependent territorics, and western Germany, 1948-51

{In millions of United Gtates doliars)
1948 199 1980 1981 Total

With Unlted Btates ... .  ...ococ.ee -8,000 | ~4,332] =3338) -—2408] -18478
With other Western Hemisphere. ......... -],0H ~1,818 -1, W8 ~9s -5,07%

Total:
\\'ulm:, Hemisphere.....cooeoevnennnnen.. ~§,035 6,350 -4, 050 ~3,410 -2 U5
With rest of world... 22270 340 4260 |  +1,000| 41,800 +3,810

Total—Al countries................. ~8,275| -6100] -36%| -t610] -1968

Norz. - indicates deficit; + indieates surplus. Data [ur 18 were calculsted on the basis of prices
ruling on July 1, 147, Data for 1949-51 were adjusted for estimatad chungvs in the relation hetween the
mtonnyuumd fﬂmo(axpomlnd. benoce, are not & mparable with other stalistics. See General Report
of the CKEC, vol. 1, pp. 131-22.

Evrorean Sevr-Herp

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 t» solve the problem of the dollar deficit, the CEEC
report sete forth certain fields whorein additional mutusal effort would
be of benelit to the recovery program. First the Committee of Eco-
nomic Cooperation points out that for “increased production in the
area tn make its full contribution to the restoration of the European
sconomy and the redurtion of abnormal demands on the rest of the
world, 1t must be accompanied by a freer movement of goods and
services within Europe itself.” Consequently, the participating coun-
tries resolved to remove as soon 88 possible abnormal restrictions on
their mutual trade and, as bet ween themselves and the rest of the world
to work toward the adoption of a multilateral trading system envisag«‘
in the draft charter for an international trade organization, To the
end of expanding their mutual trade, 18 of the 16 participating coun-
tvies created a study group to examine the problems inyolved and the
stclsps to be taken in the formation of a customs union between them-
selves,

The Committee also recommended collective action in cectain specifio
fields. Among tluese were the cooperative exploitation of electrio
power resources (summarized below in the section on electric power),
standardization of equipment such a8 mining machinery and freight
cars. *~olin nrmngiexuents of freight cars, and interchange of infor-
matic on the development and modernization of steel industries to
avoid auplication and overexpausion.
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Coumrrree or FINANCIAL EXPrrTs

The report of the ('ommittes of Financisl Experts recognizes the
necessity of internal financial and monetary stavility to the success
of the European recovery program. At the Paris Conference, decla-
rations were made by representatives of 8 number of countries, includ-
ing Austria, Belgium, Denmark, France, Greece, Italy, the Nether-
Jands, Norway, Portugal, Sweden, Switzerland, and the United King-
dom, relative to monetary conditions wi*hin 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 assistance 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 attemnted,
the total amonnt of such financial assistance required was tentatively
estimated at 3 hillion dollars.

After internal financial stabilization lias been achioved and can
be successfully maintained, the 18 European countries have pledged
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-
lems of making more flexible inter-European payments agreements
to the end of acsisting the development of their mutual trade. , y

Rr.corts or THE TeCHNICAL CoMMITTRES
1. FOOD AND AGRICULTURE

The food-production program of the participating countries and
western (fermany includes the restoration of prewar levels of produc-
tion of bread grains, coarse grains, fats and oils, and milk bv the crop
year 1880-51. The output of sugar by 1950-51 is expectad to be 15

reent larger than in prewar years, while the production of meat

s anticipated to reach only 90 percent of nrewar levels. Because of
the increase in population (estimated at 278 million persons in 1951,
compared with 270 million in 1947 and 248 million in 1988), the con-
sumption of food per canita hv 1950-51 is exnected to be still somewhat
below prewar levels. Specifically, per capita consumption of bread
graing by 1950-51 is expected to he 7 percent helow prewar levels;
sugar, 11 percent ; fats and oils, 12 percent ; and meat, 20 percent. Con-
sumption of potatoes, however, i expected to be about 8 pescent above
prewar levels by 1950-51. During the 4 years of the program, a large
increase in the output of agricultural machirery and fertilizers is also
planned. Production of tractors is expected to increase from 182,000
in 104748 to 380.000 in 1950-81, productin of other agricultural
machinery from 922,000 metric tons to 1.5 million tons, and production
of fertilizer from 3.2 million tons to 6.2 million tons.

The report emphasizes the need for large imports of food to main-
tain standards of consumution in the participating countries during
the period production is being restored. 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 1047-48 to 1050-51 are estimated at 82.7 billion dollars;
of this amount, imports of food and feedstuffs are estimated at 31.3
billion dollars, fert at 450 million dollars, and tractors and ma-
chinery at 850 million dollars. Sources of these inports are considered
to be as follows: Dependent overseas territories, 6.2 billion dollars;
United States, 7.6 billion dollars; other Western Hemisphere countries,
8.8 billion dollars; and the rest of the world, 10.1 billion dollars.

- 3. O0AL

The participating countries and western Germany plan to expand
the production of coal from 439 million metvic tons in 1048 to 584
nilion 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 garticipatin cnuntries is planned, as well as
special inducements in housing and pay to assure an adequate labor
force. Necessary imports of coal-mining machinery, amounting to
about 6 percent of total machjnery requireinents, are estimated at 220
miII;ion olt}a:m for ot(llxe : {heam 193—61. for solid

uring the period of the recovery program, requirements for soli
fuel nregexpecxt”ed to increase fmx:ly 885 anillion tons in 1948 to 620
million tons (63 million tons, or 12 percent, above the 1938 leval) in
1051. These r;:l]uirementa for 1948-51 exceed anticipated production
by a total of 187 million tons, To supply this deficit, import reguire-
ments from the United States are estimated at 86 million metrir, wn3
valued at 774 million dollars, and requirements from Polsud an
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.

3. ELECTRIC POWER

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 130 billion
kilowatt-hours. The total requirements of electric power, however,
are expected to increase markedly durinﬁ the resovery period, from
178 billion kilowatt-hours in 1047 to 242 Lillion kilowatt-hours in
1951. Conse(‘uently the participating countries plan s series of so-
called national expansion programs intended to increase the total gen-
erating capacity of electric power plants fromn 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 annusl power output between 1947 and 1951 (67
billion kilowatt-hours), hydroelectric power accounts for 30 billion
kilowatt-hours, which is estimated to be the equivalent of abuui 20
million tons of coal. In addition to the national programs, # so-called
international program is planned, involving the establishment of 9
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electric power plants with 1 combined capacity of 2.3 million kilowatts
in the countries of France, Italy, Switzerland, Austria, and western
Germany. Six of the plants wil be hydroelectric, one geothermic, and
two will use brown coal. The average annual output from these plants
is expected to be 6.8 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 s\'}pplies necessary for the projected expansion of generatin
capacity. The “national” programs ure estimated to cost 5 billion dol-
lars, of which 300 million dollars represents specialized equipment
required from the United States, The supplementary “international”
g:gram is estimated to cost 313 million dollars, of which equipment
i the United States is expected to amount to 200 million dollars.

4. PETROLEUM PRODUCTS

Total requirements for petrolewn products in the pa.ticipating coun-
triss and western Germany are expected tc increase materially durin
the period of the recovery program, amounting to an cstimated 68,
million metric tons in 1051, compared with 53.0 million tons in 1948
requirements in 1938 amounted to 33.3 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 1038.

During the period 1948-51, total import raunrements of crude oil
are estimated at 87 million metric tous, valued st 1.2 billion dollars;
of this, 46 million tons, valued at 580 million dollars, is expected to
be needed from sources requiring wpny‘m.ent in dollars. Imports of
refined products are estimated at 156 mullion tons, valued at 8.5 billion
dollars; of this amount, 62 million tons, valued at 1.9 billion dollars,
is expected to be needed from dollar sources. Total equipment m}uire-
ments for the 4-year J)eriod are calculated at 1.8 billion dollars; of this
amount, 0.8 billion dollars are expected to consist of machinery and

supplies from the United States.
5. IRON AND STEEL

The production program of the participating countries and western
Germany relating to iron and steel is planned to be one Erimuri]§
of modernization and capacity use of existing facilities. Expande
production in the 18 participating countries alone is expected to in-
crease the output from 26.8 million tons of crude steel in 1047 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 eslsm, is limited to greatly
less than the 1938 output ; hence, the plansed output of the participat-
ing countries and western Germany combined amounts to 55.4 million
tons of crude steel in 1951 compared with 30.3 million tons in 1947 and
45.5 million tons in 1938,
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The production program in iron and steel is based on the assumption
of full supplies o¥ 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-making materials,
The most serious potential deficit is considered to be in the supply of
coke, It is hopecrgl‘mt coke shortages can be overcome by increas
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 scrap, manganese ore, and, in 1961, to rich
iron ore. These anticipated shortages, excluding consideration of coke
deficits, may reduce production during 1948-51 to about 5 percent
below the planned levels; shortages of coke amornting to 4 million
tons out of total requirements of 65.6 million tons in 1948, for examgle,
wlouldedreduce,cm o steel production about 15 percent below that
anned. °

P To achieve the planned production of crude steel, to fn]}y utilize
steel-finishing capacity, and to supply certain requirements of finished
products (principally tinplate and sheet), import requirements for
the period 1948-51 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. TIMBER

The production of timber in the participating countries and western
Germany in 1951 is expected to supply about 66 percent of softwood
requirements, 70 percent of hardwood requirements, and 80 percent
of the requirements for pit props, pulpwood, and poles. Available
su'pplies of timber, however, are not considered sufficient to furnish
all the requirements for softwood, or for pit props, pulpwood, and
Polea. Timber expected to be available is estimated at 2.4 billion dol-
ars during the 4-year period 1048-51. Imports of equipment deemed
necessary 1n order to meet the production program of the participating
countries are estimated at 57 million dollars. Of imports of both tim- *
ber and equipment, about 17 percent is expected to be available from
ihe United States, 25 porcent from the other American countries, and
58 percent from other nonparticipating countries,

7. INLAND TRANSPORT

The participa.ing countries consider it necessary to improve their
inland transportation system so that the railwnys can carry 854 mil-
Jion metric tons of cargo in 1951 compared wiuin 738 million tons in
1048, and so that the waterways can carry 174 million tons in 1951
compared with 122 million tons in 1948. Except for deficiencies in
railway stock, however, the participatiuf countries expect to be able
to supply their own equipment needs. Import requirements of rail-



88 THE EUROPEAN RECOVERY PROGRAM

way stock, amounting to 103,000 freight cars and 2,500 passengsr cars
for the period 1848-b1, are estimated to cost 479 million dollars;
m(luirelnents of special equipment for Greece are estimated to be 11
million dollars. The United States is expected to be the only possible
source of these imports,

8. MARITIME TRANSPORT

The 16 participating countries plan, by the end of 1951, to have a
maritime transport carucit of 39.2 million dead-weight tons of dry-
cargo shipping and 14.4 million tons of tunkers. The program invoives
not only replacement of Jarge losses of cargo ships suffered during the
war but also some expausion to make up in part the loss to world ship-
ping of the German and Japanese fleets. The shipping caBacity of
the 16 participating countries in 1938 amounted to 36.1 million tons
of dr ;—can;fo shi pmg and 10.1 million tons of tankers; the German
fleet included 5.9 million tons of dry-cargo shipping ar1 0.4 million
tons of tankers, To carry out the expansion gmgmux, the countries
propose to purchase from the United States 3 million dead-weight
tons of shipping at an estimated cost of 300 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 E:riod, 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 shigping are considered neeessal?. These requirements are
estimated to decrease from 500 million dollars in 1848 to 130 million
dollars in 1951; total costs are ex to be 1,220 million dollars.
On the other hand, requirements for dollar tonnage of tankers are
oxfectod to increase, as imports of petroleum increase, from 70 million
dollars in 1948 to 180 million dollars in 1951; total cost of tankers are
estimated to be 483 million dollars.

9. MANPOWER

Combired labor requirements of the 16 participating countries and

- western Germany for agi iculture and industry are estimated at about

680,000 persons. Present labor resources are considered to be princi-

palfy 2 million unamploled Italian workers and 500,000 displaced

persons. Iamigration of labor is exﬁctod, therefore, to supply labor

uirements in terms of numbers. @ manpower cotiunittee pointed

out, however, that requirements for various types of skilled labor, such

as miners, exceed the numbers of skilled workers available, Conse-

quontly, programs of vocational training are required in the partici-
pating countries,



4. PLEDGES MADE IN THE REPORT OF THE COMMITTEE
OF EUROPEAN ECONOMIC COOPERATION

In order to ensure that the recovery programme is carried out, the
18 participating countries pledge themselves to join together, and in-
vite other European countries to join with them, in working to this
end. This ledg is undertaken by each country with respect to its
own national programme, but it also takes into account siwnj
made by the other participating countries. In particular, ocoun-
e e e et wpci

i evelop its p ion to rgets, s y
for 1ood and cos 3

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

(iii) to modernise its equipment and transport, so that labour
becomes more productive, conditions of work are improved, and
standards of living of all peoples of Furope are raiced; .

(iv) to apply =} naemuiry measures leading to the rapid
achievement of internal financial monetary and economie. stability
while maintaining in each country a high level of employment; -

(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 trade both between themselves und with the
rest of the world, in accordance with the principles of the draft
Charter for an International Trade Organisation;

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

(vii) to organise er the means by which common re-
sources can be devel in partnership.4 (General report, p 13.)

The countries represented on the Committee of Cocperstion have
pledged themselves that, where stabilisation progran.ues are required,
th%v)vill carry them out in a spirit of determination.-—(General report,
p-

The Governmeuts represented on the Comiuitiee of Cooperation
have pledged themselves after stabilisation has beea fully achieved and
can be successfully maintained to make their currencies convertible as
defined in the Articles of Agreement of the International Munetary
Fund at appropriate rates of exchange. The Governments concerned
further pledge themselves that any external assistance recetved for
this purpose will be used for this purpuse only and apphed in con-
structive and comprehensive measures to put an end to 'u9ation aud
eventually, when the necessary conditions have bsen fulfilled, to aake
their currencies convertibie.—(General report, p. 29.)

WTo achieve the freer movement of goods, the participating cuuntries

are resolved—
3?
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i) to abolish us soon as possible the abnormal restrictions
‘which at present hamper their mutual trade;
(ii) to aim, a8 between themselves and the rest of the world, at
a sound and balanced multilateral trading system based on the
rinciples which have guided the framers of the draft Charter
or a)n International Trade Organisstion.—(General report,
p. 31.
Arrangements have been made for continuing this work of mutual
help and consultation begun in Paris, both through the United Na-
tions machinery and in other wnys.—-s(Geneml report, p. 59.)

‘\ UNDER FRTROLEUM PRODUCTS

During the period 1948-1951 it is the intention of the participating
oountries to—

(a) continue efforts to increase production both at home and
in dependent oversea territories;

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

(o) develop refining capacity at home with & view to economis-
ing in dollar currency, providing raw materials for the inureas-
ingllﬁ' 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 capacity is not at
present available.—(General report, p.'89.3 / )

* ¢ * The participating.countries 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
todevelop and make move 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 Amerigan continent.—(Gen-
eral report, pp. 117-118.) 4



5. OFFICIAL SUMMARY OF “NATIONAL RESOURCES AND
FOREIGN AID” BY THE KRUG COMMITTEE

(Released October 19, 1847)

The report “National Resources and Foreign Aid” declares that
from the standpoint of preserving the pational security and our stand-
ards of living, our ec ig_physically able to provide
the resource requi t8 of & considerable ram of foreign aid.

A foreign-ai ‘i':hgmm will serve not only a nitarian interest
in preventingAardship and starvatjon for millions\a§ people, but can

provigé the basis for getting the-werld economyoff dead center
and creatihig the circu es under whichyall areas of Age world mK
behfull uctive wisqly exchanging/ their productg with eac
other. ( . e

declares-that shestogpiny is operhting at e highest

levelg in history and sho: '; hi 1ncgnsum tio::g will
be irgensified, particular}; wheat, steel, coal,
nitr¢gen fertil; and ferfaind ) uipment, These
shortages pregent ) uent
repe i be facy At year~—Most of the supply
prol§ems are of short- il yill tend to diminish through-
out the ‘5 yeans under pé /Morcases in some domestic
capad are heing’ underte . heca:%ign aid peeds for
many \critical conumodities cai-be exppcted to gper off gharply as
produciion abroad gets under way. e supply impacts, moreover,
can be Ypinimized by establishing effettive, procedures for careful
screening\Qf requirements gnd for rkannlli g of supplise so that they
will serve % maintain productivé here an providg’the means for

rehabilitatiotNgbroad

he survey mdkgs clear that with or without s reign-aid program,
this country faces #agessing urgency for expfinding jts conservation
practices such as those TOrpossacking+ir8 soil and the
groductivxty of its forests and for extending its e discover and
evelop new sources of supply for many basic mate The Report
stresses the need for ste[:fnng up our resources into new and better
methodslsof using low-grade ores, byproducts, and what are now waste
materials.

Selected for study in the report are those commodities which r:gpm-,
sent ﬂnebulkofcurrentexgorts which are most likely to be required for
a foreign-aid program. Included are agricultural products; coal;
iron and steel; nitrogen. fertilizers; metals (exclusive of iron and
steel) ; machinery and equipment (including vehicles and agricultural
machinery) ; um and petroleum })roducts; chemicals and related
products; rubber and rubber manu actures; textiles; leather and

89
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leather manufactures; fish; fats and oils; forest products and other
building materials.

Studies of specific commaodities reveal that in most instances 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 demund, the only serious
problems of suPply to be anticipated in connection with foreign aid
will be those related to shoru:fes that are world-wide in character and
result chiefly from wartiine 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 restoring 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 incresses the dificulty of
satisfying exliort demands for these Lgoodn. Similarly, foreign de-
mands for coal and steel compete with those for mechanical equipment.
The need to effect & reconciliation among these and other compot:;ﬁ
demands, many of which are relatively unessential, poses the cen
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:

Warar

In terms of volume and cost, for it is the cheapest source of calories
needed to meet basic food deficiencies 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 grains 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

demnds‘ . L) . . .
Our current production of waeat is vastly in excess of our domestic

food requirements. The wheat crop of 1847 was 1,400 million bush-
els, compared with 1.158 million bushels for 1948, and the ten-vear
average (1936-45) of 890 million bushels. Of almost 19 million long
tons of food exported by the United Statea in the 12 months ended
June 30, 1947, cereals made up 80 percent by weight, and exports of
wheat alone (including flour) amounted to IO% 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 loug as it 18 needed to meet world shortages.
The production goals that have been set are designed to encournge
maximum wheat production and exports next year. Simila-ly high
goals should be set in the years thereafter if the world whent short-
age continues. But whether such goals can be met will depend npon

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 ls:road. 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. Howerver.
adverse weather has resulted in a short corn crop in this country, an
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 lurge amounts of domestic wheut will be fed to
livestock, thereby reducing quantities svailable for export. The re-
duced grain production i:gEuropo means that European food imports
would have to be incressed by the equivalent of 200 million bushels of
wheat to maintain the L.w 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 pros as of next spring, are v Fwd.ur?-ovorswchmight
again be brought down to the level of July 1947, If 1948 wheat pros-
pects are relatively poor, it could be desirable to carry larger stocks
into 194849,

From the standpoint of world fuod needs in 194748, it would be
desirable for the United States to export much more wheat than the
194647 total of, roughly, 400 million bushels. However, our abilit
to increase wheat exforu above this level will depend to a considerable
extent upon our ability to hold wheat feeding of livestock below the
levels that now seem probable. Government action to reduce wheat
feeding by means of direct 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 pro, s, measures designed to
reduce consumption (and hence prices) of other grains and livestock
products, efforts among farmers, feed dealers and feeders to limit the
use of wheat for feed, prugrams 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 exports.

Ni1mroceN FeRTILIZERS

The current low level of food production in many countries is due
in part to inadequacy of current fertilizer supplies and to accumulated
deKc.iencies of fertilizer applications during the war. Of the three
easential plant nutrients, nitrogen, phosphorus and potassium—the
ﬁxl'st i8 uﬁ:gp %o obui(xlx im&;iim increases ltl:) ftc;)od1 production. Fer-
tilizer iate an AIU necessary e long run preserva-
tion of the fertility oFt).he soil, but are not as eﬂectnigve for securing

1841 —1
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immediate crup increases.  Therefore, nitrogen is the most important
fertihizer production und supply problem. Europe and North Africa
possess ample reserves of the two other fertilizer minernls, and it is
{)mbnhle that production of these two fertilizers can gradually be
yrought into balance with European needs, if mining machinery, cosl
and other supplies can be miade available,

While United States production of nitrogen (including the output
of ordnance plants) has increased three fold since before the war,
domestic consumption of nitrogen fertilizers has more than doubled.
Although European production of nitrogen 18 alinost back at prewar
levels, total production abroad is still considerably below capacity,
owing chietly to an insufficiency of coal and ciectric power and world
needs for nitrogen are greater than before the war,

With the exception of the nitrogen being produced in Army ord-
nance plants and‘ exported to occupied areas. relatively small quan-
tities of nitrogen are currently shipped from this country and even
these quantities are secuted <1y through the use of priority progrums.
Unless special mensures are taken, American nitrogen capacity will
expand only enough to keep pace with domestic requirements.

‘onsidering transportation and cost, it appears desirable to ex-
port nitrogen for increased food production abroad rather than to
continue to rhip the greater tonnages of equivalant food from the
United States. The most effective means of increasing nitrogen ex-
port include the stunulation of fuller utilization of plant capacity,
the curtailment of industrial use of nitrogen and the diversion of fer-
tilizers from domestic to foreign markets, Greater production from
Government plants could probmbly be secured at higher cost until
the plants are consolidated for efficient operation.

Exports of nitrogen do not constitute s significant drain on the
natural resources of the country.

At Jeast 380,00 metric tons of nitrogen capacity could be put in
operation in Europe by making 3.000,000 metric tons of coal available
for the purpose. This coal tonnage is about 1 percent of the total now
being used }or all purpases in Enrope.  Rehabihtation of war damaged
plants or new construction would be needed in other cases to increase

roduction. Production could also be increased through the use of
idle nitrogen fixation facilities particularly in Europe and Japan.

Coatr

The amount of coal which may be esported during the 1947-52
Eeriud is insignificant in terms of the vast resources of the United
States, the report declares,

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

At present production rates, total hard and soft coal output this
f'enr will approximate 660 million net tons. as compared with 593 mil-
ion tons in 1946, when production was interrupted by two inajor
strikes. Production in 1944 was 684 million tons, an all-time peak.

Consumption in the United States and Canada will be 627 million
tons this year. If trunsportation facilities were adequate, sufficient
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coal could be produced to meet United States and Canadian require-
ments and envugh cual would be available for export to meet the most
essential foreign requirements.

Eurvpean denmnd for coal, excluding Soviet Russia, is at least 550
million tons annually. This is almost 100 million metric tons (110
million net tons) greater than European production. In 1946 the
United States exported 41,198,000 tons of bituminous and 6,506,829
tons of anthracite. The report states that it would be ible to ex-

rt 63 millivn tons of bituminous and 9 million tons of anthracite in

947 if there are no interruptions of production and if sufficient cars
were available to assure continuous operation of the mines,

In order to procure sulicient coal for domestic and export require-
ments during the balance of the year, the Report declares that the
following steps are necessary:

(1) A?loptlon of a pooling arrangement at the ports to increase ca-
pacity (if such increase is needed). This pooling should improve the
car supply, by permitting quicker unloading and shortening the
turn-around time of coal cars. )

(2) Promotion of coal [;)umhasmg during the season of slack de-
mand which would spread the production load 1nore evenly.

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

European requirements are expected to remain at a level approach-
ing United States ert capacity for possibly 2 vears and then are
expected to taper off in 1949, as production in Evrope is rising steadil
and. when uccelerated, a steady drop in coal imports will be noted.
Before the tapering off starts, however, overseas exports may reach
an annunl high {mint 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 hus Leen a definite shortage
of the better grades of coking and byproduct coal. Since the termina-
tion of distribution contruls this spring, European buyery 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 coking coals are nearl
exhausted, while others are seriously depleted or have short li{:
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 more information on
coking coal reserves, more research on lower grade conls for coking,
and the development of new technologies.

SteeL

Steel presents, in many ways, the most troublesome problem of all.
Neither time nor facilities were available for fully adequate appraisal
of the world-wide steel [])roblem and the report states that the impor-
tance of steel in the world economy dictates that such an appraisal be
made. It makes clear, however, that at present, there is a crippling
shortage of steel in all foreign countries striving to recover from the
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effects of the war. Existing iron- and steel-making plants in foreign
countries are incapacitated chiefly because of shortages of raw mate-
rials, especially scrap and coking coal. .

Foreign-aid requirements for steel products compete important!
with domestic demands and with the demands of South America an
other developing areas. The accumulation of backlogs for both pro-
ducers’ and consumers’ goods and the effects of population growth have
raised domestic steel consumption to the highest peacetime lovels. In
raost of the studies of specific commodities, the shotug of steel or
steel products is indicated to be one of the principal bottlenecks to
maintaining or increasing production.

To increase the current level of exports of iron and steel mill
roducts without reducing domestic consumption will necessitate the
reaking of certain domestic bottlenecks, plrticullrlLthe shortage

of steel sheet. Additional sheet and strip capacity is being installed
by the steel industry and is becoming availabls in increasing quanti-
ties. A considerable portion of the most urgent foreign demand is
for various kinds of 1 and rough shapes for which adequate
ﬁnislfning capacity is sv:li‘ nbl; in the ninte: tates. The baI:ilc limit-
ing factor to exports, therefore, is not finishing capacity but ingot
;?r%ductim which in 1947 will total some 6 million tons lea{ than rated
capacity. Everything possible should be done to bring thi unused
capacity into production promptly.

he gap between output and capacity 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 obso t scrap. Another
possibility is in the extension of the high pressure and oxygen tech-
niques to increase output of Fi iron from existing capacity.

reasing the capscity of the 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-
tive, Moreover, such construction would require the use of steel that
is critically needed both here and abroad. Careful consideration
must therefore be given to every possible alternative for making
maximum amounts of steel available and to assure its use for the most
criItial nezgs. ible to i ig i d ingot ity through

t ma to increase iron and ingot capacity
new olom means as 8 su lﬁtqto for the construction of new
blast and steel furnaces. The practicability of the use of oxygen
enriched air in the open hearth process has alre:)c(liy 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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InpusTriAL EQUIPMENT

In order to provide for the rehabilitaticn of European economy,
certain items og 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 I)roductive capacity is limited.
One of the most important iteirs of foreign-aid requirements is
freight cazs, esgeciall open tops for the transport of coal. In this
country, the coal car sﬁortage is one of the limiting fuctors in produc
tion. Mining machinery, including rubber conveyor: belts, is another
serious shortage that limits output per worker botb iz the coal mines
odeﬁ:mpe and in the phosphate and potash mines of North Africa
and Europe.
. Theee and similar items of equipment are needed to assist in break-
ing some of the more serious bottlenecks in Europe’s recovery. 7o the
extent that they make coal and fertilizer available, they will permit
the tapering off of outaide aid in the form of these essentials and the
food and steel products that are creating the greatest supply problems
in this country and the world generally.

Farm MacHINERY aAND TrACTORS

Production in the farm machiner{ industry, including nonfarm
tractors, has reached a record annual rate of 1,225 million dollars.
Compared to 1946 this represents a 20-percent increase, but only about
él“‘hlf of this jncxvlaglent regecta ex:al higrl:ar ;zxysicp.l volume of p gctipn.
e remaining 10 percent merely reflects an increase in prices during
the first 4 months of 1947 as compared with the av for 10486,
The present level of exports of farm machinery, though about 50
percent 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 j.resent exports, estimated at 13
percent of production were further increaced to 50 percent by 1948 it
18 doubtful whether the amount of new machinery available for domee-
tic use would be reduced since total production in 1948 is likely to
increase at least by an equivalent amount. Exports of farm equip-
ment will not create any substantial drain on United Siates raw

material resources, the report indicates,
PrerroLeox axp Prrrorzun Provuors

Estimated 1947 rates of production and consumption of petroleum
in the United States are at all-time highs, exceeding 3 billion barrels a
year. This is more than the entire world consumed in 1938 and 800
million barrels more than this country consumed that year. Exports
at about 159 million barrels, are much lower relative to production
than they have been in the past, and for the first time in about 25 years
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we bias 2 huported as much, or mo.e petroleuin than we were exporting,

Yocalized petroleum shortages may arise in the United States in the
ovwaing year. These will result, however, not from a deficiency in the
doniestic and foreign petroleumn resources nor from exports, but prin-
cipally from the shortages of tubing, casing, and pipeline for oil field
developnient and the inudequate transportation capacity to carry the
tremendous volumes of petroleum products now in demand in the
United States.

Since 1918 United States expcrts of petroleum products have ranged
from 14 to 20 percent of total United States 1p uction, except in the

‘ears 1932-36 when exports were about 10-11 percent of production.

urrently, however, exports bear a much smaller proportion to produe-
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 #o, we 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
Iatter & 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, 1047)

In order that the principal findings and conclusions of the report
may stand out clearly, they are now brought together in summary-

form.
Score AND Purrose

The principal questions considered in the report are the extent of
the burdens that would be imposed on the ecunomy of the United
States by providing further foreign aid during the next few years
and the capacity of the economy to support those burdens. Since s
companion report prepared under the direction of the Secretary 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 dowestic
production, consumption, and prices. Burdens are measured first in
terms of goods made available abroad and withdrawn from domestic
consumers, and second in terms of price effects; then these price im-
5»&: are looked at in their relation to the general functioning of the

omestic economy ; and then the effect on Government finance and the

tax structure is examined.
Tug Inract oF Past Ain—Size

The effect of the extwrt 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 discussipn, 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
higher in future years,

ﬁ‘he gize of the export surplus furnishes a general measure of impact,
sinee it represents the excess of goods and services sent abroad over
the and services that we import. In 1946, total exports were
15.3 billion dollars ard the export surplus was 8.1 billion dollars. In
the second quarter of 1947, total exports ieached a peak annual rate
of 21 billion dollars, imports were about 8 billion dollars, and the
export surplus rose to an annual rate of 13 billion dollars, but in the
third quarter exports declined to an annual rate of 18.3 billion dollars,
and the export surplus to 10.3 billion dollars.

Since -the end of the war, Governmeut 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,

97
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The large part of the export surplus financed through our foreign-
aid program has reflected economic conditions in Kurope 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
a8 a whole, and about two-thirds of our total export surplus. The
impact of aid has, therefore, been substantially less than that ~¢ wie
total export surplus.

Erreor or Pasr A ox Doxestio CoNsuMPTION

The size of the export surplus to date has naturally decreased the
amount of goods available for domestic consumption. But it has not,
in view of the tremendous increase 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 is now far
higher than before the war. For example, per capita consumption of
mest 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.
Errecrs on Price Lever 10 Dae

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 thi:‘{ear, 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. Grain price increases have :Kmd to livestock
and other food products. But even for food, the sharp rise stemmed
largely from the exceptionally high domestic demand. Looking at
the economy generally, price inflation has been caused mainly by
domestic factors, but shortages of specific commoditics present different
problems as will be shown later. :

Tae Generar Inpacr or A New ForrieN-Ap Proarax

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 13 billion dollar annual rate in the
second quarter of 1947 and an estimated current annual rate of about
10 billion dollars. Assumin%othnt our imports remain at approxi-
mately the current level of about 8 billion dollars a year, our total
exYJorts during next year would sink to an annual rate of 18 billion
dollars 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 ll!)“illiou dollars. The major reductions would oocur in our exportr
to Europe.
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While this rspid reduction in exports would probably not inflict
serious short-run damage on our own economy, substantial problems of
madLustment wouid be generated. Morvover, 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 p 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 1 billion dollars already authorized, and which would produce s
maximum export surplus of about 12 hillion dollars a year. This
would mean total exports at a of not more than 20 billion dollars
a year, assuming 8 billion dollars of imports. Since these levels are
Jower than those reached during the second quarter of 1947 and would
decline appreciably from year to year, it follows that the export sur-
plus resulting from any future fomiﬂl-aid program will at no time

ual, and for most of the time will be substantially 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 Amemican economy could be
sustained because a larger impact has already been sustained. The
report however, that problems by specific commodi-
ties in relatively short suspl’y could distort or overturn this generally
optimistic picture if not-dealt with effectively.

Tax Prosrzx or Seeciric CoMMOoDITIES

Food, steel, industrial and agricultural mucbine?, coal, and fer-
tilizer are items of key significance because foreign demand for these
goods is especially urgent whereas they are in relatively short supply
1n this country. .

The impact of the grain shortage—The food situation is the most
serious. e 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 & record level, adverse corn crop de-
velopments and high meat prices have provide& incentives for feeding
large amounts of wheat to Livestock. . -

rts of wheat will need to be maintained at recent levels. At

the same time, the domestic demand both for grains, and for meat,
letry, and other food continues to be very high despite record prices,
ood price increases have already become serious, and further food
price increases would decrease the value of each dollar of foreign aid
extendec, work additional hardships upon American families of low
or moderate income, and threaten an inflationary ere—wago 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 remaine at or near its postwar ]evel, conservation and other
measures to regulate use and hold prices in check will be needed in
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this country. With such measures to maintain healthful nutritiona}
standards, the supply here would be adequate to serve nutritional and
other needs satisfactorily although not luxuriously.

Steel and steel products—Qur total production of rolled-steel prod-
ucts during the first half of 1947 was at an annual rate of more than
62 million shot tons, contrasted with less than 35 million tons in 1939.
Although exports rose from about 214 million tons in 1939 to an an-
nual rate of 414 million tons in the first half of 1947, the amount of
steel available for domestic consumption is much higher than before
the war. DBut owing to the enormous increase in our steel-using indus-
try, the relative steel shortage is of serious proportions, and there is
not much gmspect of larfe increase in production in the short run.
The chief danger here is that this supply rituation may be translated
into further increases in the price of steel and steel preducts which
wonld 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 domestic situation worsens 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-
in%of prices, o .

oal and fertiliser~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 commodities. Domestic shortages are not serious
(for coal, the problem is mainly one of transportation), while ship-
ments abroad will jessen the demand for other imports {)y hastening
the revival of production in Europe.

Fiscar Intracr or ForereN A

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 (i)ast, 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, a8 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 rocent
levels and therefore would not call for still higher taxes as an anti-
inﬂutionn? measure. The amount of exports financed with Govern-
ment aid has mnﬁeed between 2 and 8 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 ile questioned.
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Some Lona-Rance ImpLicaTIONS OF FoREIGN AID

20 the extent that aid is yrovided through loans, these can be repaid
only through restoration of the export trade of other countries. is
will expose American industry to added competition, a test which must
be faced. Some outright gifts to meet emergency demands, however,
will more mpid!{ 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.

Sorrenine THE IMPact or Forelan A

A new foreign-aid program will have a severe or a moderate impact
on our economy depending upon the 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 interrclated, because the
demand in both cases takes place at the same strategic spots in the
American market. The consequences can be dealt with effectively
on'IIY through careful coordination of all measures undertaken. -

he 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 si:eculation and hoarding of goods.

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 couraﬁthan ever before the dangers to our whole econom
that are now revealing themselves in the form of relative shortages an
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 i1f
we have the courage o use them,






7. OFFICIAL SUMMARY OF “EUROPEAN RECOVERY AND
AMERICAN AID” BY THE PRESIDENT’S COMMITTEE ON
FOREIGN AID (HARRIMAN REPORT):®

(Released November 8, 1947)
Prinorrres

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 approashed this assignment
in a spirit of realism. ) .

‘We believé that the future of western Europe lies very much in its
own hands. No amount of outside aid&lhowever. generous, can by
itself restore to health the economies of the 16 nations which met at
Paris in July. Except in western Germany, whure the United Stated
hag direct governmental responsibility, the success of any aid program
depends ultimately on hard work and straight thinking by the 'Roplo
and the governments of the European nations themselves. The 16
nations, and western (eimany, comprise over 275,000,000 men and
women. They poasess 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 be viewed not as a means of supporting Europe, but as a spark
which can fire the engine.

The Cr wmittee is also aware that the volume of aid required from
the Unitad States is of such proportions that it will place a sub-
stantial 'urden on the people of the United States. For all its
resources, The Unitea States is no limitless cornucopia. The pogula—
tion of this country represents something less than 7 percent of the
Bopul:m'on of the world. This conn heavy responsibilities at

ome as weil as in Europe, in Asia, and in our own hemisphere. The
aid which we give re rwenu;heto sure, only & small fraction of
our total production. But at sﬁresent 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 s and services as fre;(fxfts, to insure our own prosperity.
On the contrary, we are convinced that the immediate economic s:nger
to the United States is inflation, which meanvs, among other things, a
shortage of goods in relation to demand. We believe that our goal

! Parts 1 and 3, Bummary and General Report; part pecial Repo) ington,
D. C., November 1947. nlmr:onlphed. Abontpaqlo mpx.u. 3 & s Wash .
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should be to bring about a condition where exports from this country
are more nearly fmlanced by a return flow from abroad of services
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 prosperit{. To make this e{}lmlibrmm pos-
sible should be a major objective of any program of aid.

The interest of the United States in Europe, however, cannot be
measured simsx‘ly 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 which individual rights and liberties
are maintained. The opposing system is one where iron discipline b
the state ruthlessly stamps out individual liberties and obliterates
opposition, .

ur position in the world has been based for at least a centuz 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 quicki
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-
ite direction. Therein lies the strength of the Communist tactic:
t wins by default when misery and chaos are great enough. There-
fore the countries of western Europe must be restored to & 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 f:.xither 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 the 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 shouls 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 gouls which the European governments have set for themselves
and with which our Governinent 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 arallg: under-
stood and are ably analyszed 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

roduction must expand well above prewar levels; yet in important
industries, especially coal mining, and important areas, especially
Germany, it 18 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 purchasi ipower 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
sup&ly 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 & money
they can trust. In this situation, the rapid spread of black markets
undermines the respect for law. Normal monetary incentives cease to
operate. The worker has no just reward for his labor and the farmer
refuses to sell his groduce. Resources are dissipated. Trade degener-
ates to barter.” Controls tend to become self-b)erpetuating.

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, cau operate in
markets. It would also allow the stabilization of exchange rates,
which is all but impossible so lon% a8 inflation proceeds apace. It is
obvious that this situation makes balance of payments problems that
much more difficult, The Comimnittee believes that in the near future
soine 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 exchanghcontrols and other controls have to
be maintained indefinitely. atever 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 encrgies of
individuels and cutting down on time-consuming regulation of
production and distribution.
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8. Neeps anp Caracrries

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 Euroxe 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 ectimates submitted at Paris were to go
through as planned, Euro would not be eating as well in 1051
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 Germany, where more food is
essential to secure more coal production and the revival of an
economy now obviously on dead center.

The éommittpe, however, is not convinced that the participating
nations at Paris were wholly realistic in their flans for _capital
expansion. On the first point, it is obvious that if Europe is to be
revived and made self-supporti_ng—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 formition
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 ﬂg“oods to sog‘ n& this purc‘hasing power. This
processs is highly inflationary. ‘To the degree that capital goods are
sent to Euro, m the United States, it 1s true, the strain is trans-
ferred from Euro, economies to our own. Nevertheless, the sec-
ondary effects of large capital programs should not be overlooked.
At the present time, 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 European nations can &rudently afford to sustain
capital formation on as large a scale as they have planned. What
this means, in effect, is that housing pmi:mms and capital develop-
ment may have to-be slowed down until uropean recovery is much
more advanced than at present.

In addition the program written at Paris may have to be modified
2{_ a shift in the amounts going to the separate countries. As this

ift 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 Erevent 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 determin‘i:g factor in the size of & 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 going to Kurope. In view,
however, of the poor American corn crop and the lack of fall rains, onty
a mqit] favorable crop year in 1948 would make any such performance

ible,

po%%ith a number of other commodities, the situation. is only a little
less stringent. 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 pervasive,
Coal exports at a high rate are possible, though they are imposing a
strain on the United Siates 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 Euro oountries do not expect to import this commodity from
the United States in volume, but the shortage, like that of steel prod-
ucts, is world-wide. There 1s little likelihood that these requirements
set forth at Paris can be met.

The situation is much the same in regard to mnost 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 beyomi the capacity of the industry. As to mining
machinery, coal output is at a high rate and American mine operators
are buying as much machinexz as they can obtain. Heavy electrical

uipment of all kinds is perhaps the tightest industrial item of all,

e story is much the same for certain of the basic raw materials.

These remarks do not im%ly 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 exrorts. If funds were available to finance European
purchases and if European requirements were known in detail, exports
could at Jeast be maintained, and in many cases stepped up. over-
all terms, a foreign-aid program would not even require the main-
tenance of present rates of exports. The conclusion that does emc:ge
from the examination of particular markets for particular commodi.
ties is that supply will be a limiting factor in many casee and that many
European requirements cannot be met in full.
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4. Tus MacNrTudpE oF AMERIOAN AID

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 about 5.75 billion dol-
hﬁs for the ﬁrai:l year, andbl;stween 12 and 17 billion dollars for the
whole program here su . .

'l‘hesg res are no%.g::mpsrable to those contained in the Paris
report. The latter are estimates of the deficit the participating Euro-

an countries would incur in their trade with the Western Hem-
1sphere. They measure the margin by which the European countries
expect their payments in dollars for tioodxs and services imported from
the Westem%isphere to exceed their receipts in dollars.

The Paris estimates of imports have had to be revised dovmwardz
mainly on the grounds of unavailability of goods. To the extent o
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 1 billion to 1.5 billion dollars lower in the first year and possibly
a8 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 ézlc'omm that can be
financed through the International Bank. ond, there may be
private financing. Third, a large part of the Eurgpean 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
flgsult.ing figures are those given above for the cost to the United States

reasury.

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 sro wms—relief, UNRRA, and special grants—was
about 2 billion dollars. In 1947 the United States assumed only half
of the cost of German occupation, but in 1948 it seems likely that it will
have to assume the whole burden, amounting to about 1 billion dollars.

When all theso factors are taken into nccount, the program of aid
groposed for 1948 proves to be a moderate increase on what the United

tates 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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peo[illa.have an understandable interest in trying to ascertain the drain
on their resources in the future. But it is totally impossible, and in-
deed unwise, to attempt to calculate this with accuracy. The Paris
oconference suggested that the total European foreign exchange deficit
for the 4-year period 1948-51 would be about $22,000,000,000. 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
ible appropriations would be $12,000,000,000 to $l’7,000,000 000.
ut the Committee cannot emphasize too strongly that an aid ex-
tended to Europe must be on a year-to-year basis. It must be subject
to constant, vigilant veview of the Congress,

5. FINANCE AND ADMINISTRATION

Even to carry out a prudent pro%:-am 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 maintenance of a
surp‘:gs in the United States Treasury is a necessity in thi- mnflationary
period.

A foreign-aid program will require means to make available goods
that are in short supf)ly. Voluntary measures should be relied upon
wherever possible. If and when they are not, the Government will
probabl{ re?uire 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 consumr-
tion of critical materials such as those still in effect for tin. Especial
- 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 emphasized that these suggestions app‘l‘y 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 forward. To insure
unity of administration, it 18 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 apﬁointed, 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 betwesn the new
organization and the Congrees. This is a question to be solved by the
Congress, but we suggest 1t might be done by a special joint comnélotg:o
created for this purpoee, as in the cass of the Atomic Energy -
mission.

The new organization must have a chief representative in Euro
m;}x‘orting directly to the head of that organization, and responsible
to him, to deal with the continuing committee set up by the participat-
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 wi
have to report to and be under the direct control of the head of the
new organization. But th:x 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.

6. SuMmary

The basi¢ conclusions of the President’s Committee on Foreign Aid
may be summarized as follows:

1. The hope of western Eurcpe degends primarily on the industry -
and straight thinking of ite own people. L

2. The United States has a vital interest—humanitarian, economic,
strategic, and political—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 consideratioi. 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 magnitnde 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. 1t is one thing to propose a program, it is another to see
it through. The immediate months and indeed 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 fo.llowinqlWorld 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-

rience of this Nation and other democracies. In 1940, it seemed
mevitable that a large part of what we call western civilization was
imcﬁarably lost. In late 1041, following Pearl Harbor, the fortunes
of this Nation were at an all-time ebb. Yet 4 gears 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, prest:'fe, and responsibility. The
followinghyears 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 spirit which triumphed in war.
we may not see an equally dramatic vindication of the ideals and

principles of free men everywheref j






7a. THE MAGNITUDE OF THE PROGRAM

(8ec. 7 of Part II of “European Recovery and American Ald” by President's
Commnittee on  Foreign Ald)

A, Narurg or T CALCULATIONS

The analysis in sectiorl 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 deilar 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 n 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 calculatmﬁ the foreign exchange deficit of the participating
countries. To make such a calculation even for a limited period 1t
is fiecessary 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 import must
account of the availabilities of supplies elsewhere 1n the world. Euro-
pean exports depend directly qun 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 wilfhave to
be paid for imports of food and raw materials. Yet a change in the
forecasting of any one of theee 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

113
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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. Grave
consequences would follow from any ill-advised attampt to achieve a
finality for which there is no basis. A rigid ceiling set too low would
rovoke another crisis; one set too high would encourage waste. Nor
18 finality necessary. i’resumably, funds to cover most of whatever
program i8 approved will be provided b{ congressional appropriation
or by a public corporation whose annual budgets would be subject to
congressional review. Hence, the final Jecision will be made year by
year; administratively, the unpredictebility of the need will be recog-
nived. However, the American peoy.le have a right to know what is
likely to be the ultimate cost of any commitment upon which they en-
ter, Accordingly the estimates presented here are in the form of a
range of possibilities defined by an upper a1d s lower limit rather -
than in terms of a specific figure. Estimates i this form of the mag-
nitude of the whole g:nogmm must be suppleaented by more precise

figures covering the first year.
B. Tee BurbeN oN THE UNITED STATES TREASURY

The committeo believes that the burden on the United States Treas-
ury in the form of gasxtnts and loans would be approximately 5.75 bil-
lion dollars for the first calendar year of the program and between 13
and 17 billion dollars over the whole 4-year period. If American aid
is promptly made available so that the calendar year 1948 mzy be
taken as the first year, the unexpended portions of Tlppropriationu
already made for aid to the participating countries will cover a part
of the cost. It is estimated that approximately three-quarters of s
billion of such funds will remain which would reduce the amount of
new appropriations needed to approximately 5 billion dollars.

These figures do not represent the full foreign exchange deficit of
the particxpaﬁng countries. The way they aro calculated is sam-
marized on the Tollowing pages in table I for the year 1948 and in
table II for the years 1 1. Thefirst 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 1~?uestion 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 exports
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 theanmll receive in the currencies of the Western Hemisphere
countries, e 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 remamix;ﬁ investments in this
hemisphere and what we pay for shipping and other services. All of
thesextamsmmmmedupinthetgudandfourthlinesoftablesl
and IT. The result is a figure for the estimated balance of payments
deficit which measures the excess of the costs that must be met by the
gaortictiﬁ):ting countries in the Western Hemisphere over their revenues

m the Western Hemisphere,
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TanLE 11.—Balance of payments projection 1948-61
{Billions of dollars]
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It is impossible to go further in the calculation without encounter-
ing & mejor complication, Plainly, the size of the European balance
of payments deficit will very directly affect the prices the Eux:sun
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 emplorod. 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 emgloyed by the CEEC that the prices the
European countries pay for their imports will decline stea stg{ The
estimate of the balancs 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
Canads 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
Europesn governments and enterprises, especially in the latter part
of the period. The American corporations that have branch plants,
for instance, will probably kave 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 8
'[l)oaition to go to the private capital market before the four years

ave elapse(fo 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 deficite.

The final results appear in lines 11 and 12 of tables I and II. Asto
the cost of the whole 4-year program, the lowest figure arrived at by
the most favorable combination of assumptions is 12.7 billion dollars,
the highest is 17.2 billion dollars, There 18 a similar range of possible
estimates for the year 1948, However, certain ibilities as to the
first year can be discarded as highly unrealistic. It seems particularlg
unlikely that European imports can be bought during the next 1
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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 figures for the cost to the Treasury
that is believed by the Committes to be relevant is from about 5.5 to
just over 8 billion dollars. It is recommended that planning proceed
on the basis of the figure of 5.75 billion dollars as stated above..

C. Evnoreax Inrorts

This statement of conclusions needs to be sup]iortad and explained
by some reference to the underlying estimates. It is logical to begin
with the figures for European imports. Certain import requirements
appear to have been overstated oven as requirements. However, those
for foodstuffs and for most consumers have not, and probably
raw-material requirements are reasonable as such. But certain of the
figures for capital goods and equipment are decidedly high. The most
extreme case is that of agricultural machinery. The amount stated
to be required is 8o large that there is the gravest doubt as to whether
it could be utilized by the importing countries even if it could physi-
call‘Xl be made.available and its import could be financed. hrxmnﬂ
machinery is another case in point. Although a hiﬁn glll'iority is an
Shady by the Bdbopens ocal orgesgeati ugg-ss the Lo ey
udy uro, organization e requirement ma;
be lowex’; than thltps‘antad by t%EG. i . v

Far more serious than the overstatement of needs is the revision
in 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 less over the 4-year period than those
pro&ledod in the Paris p The supply limitation will be serious
In the case of ootttfn an n&n:;mus met;ls lndtlt wnllfbo the con;
trolling factor with regard ipments of many types of equipmen
and machinery from the United States. .

Revised estimates of imports are set forth on the following page in
table III in comparison with the Paris figures. As the in be-
tween the two alternative sets of revised estimateg indicates, there is
ﬁm uncertainty concerninﬁ imports from the Eastern Hemisphere

those from Canada and Latin America or from the United
States. Total imports from the United States for the 4-year period
by CER) wha e gt of sy i o -

) when a in of supp ee. How-
ozer, the mvisedﬁgum]s for shipments from o&er estern Hamigphere
destinations range from three-quarters of s hillion below to 1.5 billion
dollars above the CEEC figures, The Paris estimates of what would
be avsilable from Canada and Latin America wounld appear to have
lﬁeep wxsoge realistic than their appraisal of the supply position in the

nited States.
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Tanis I1IA.—~OBECQ siates import requirements for 16 partiolpating couniries

ond western Gormany
(I billions of dollare]
1848 Total, 1948-51
States Other of| Other
e P -1 Amarics | Amaerkca Fles
Imports tko--dﬂu conered by Purls
COMMODITIRS
453 N y
WAl Ll ) ) e 4
1813 n.8 s 18187 n.e. n.8.
370 43 1,98 1|.......... 14
9% 10 %3 M on L4a7
0 ns L1188 |.......... n.a
80 ns. 20 n.a
180 n.a. 500 8.8,
108 n.a 888 |.......... n.e.
100 |.......... n.a 400 .- n.e
0 ne| 40 0.8
10 a8 n.a
13, Bubtotal programmed itema... 3,858 30 3488 | 13,71 848 12,810
OTHER INPORTS
1 1 . 8. L8| 3
15 Ve & o onmias| fahi) G| Eeis| o
16 Total imports (134+14+19)....... ~5,0%7| ~3,308| ~4,000 | —21,008 | 14,047 | -22198
1
! mnddﬂhmhmﬂmhmmwm
3 Not available.
TasLs I1IB.—Bstimated imports of 16 participating couniries and Western
Germany assuming low availadility
{In biliions of doliars)
1048 Total, 1948-51

Eastern Esstern
Other Other
I.I. 8.A. | grerice | Hemb U.8.A. | Americe | Bemi-

Technical Com:
COMMODITIRS

1. Food, feeding and fertiliser..... 1,100 1,000 1,00 4,30 6,450 5100
3. Coal and other fuels. .. n 828 [eueeenn.on 1,180
3. Petroleum. .......c.cocnemnccnccnnasd] 250 1235 o 8%0] 11,38 ™
4. Iron and steel products................| 175 2 [+ 80 2
8. Timber [] 140 200 M 50 1,188
1 Retimate of doliar costs of petroleum izsports from all sources other than U. 8. A,
2 Estimate of imports not svailable see foolnots 1.
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Tame I1IB—Estimated imports of 16 participating coawtries end Wortorn
Germany assuming low availability—Continued

{1In dlions of dollars)

1048 Total, 1048-51
U.8.A. Hemi- | U.8. A, Hemi-
Amarica spbere Amerios sphers
RQUIPMENT
75 18 488 9
80 20
100 388
(] 38
TR — "8 -]
l’ Timbcoqulpmen.a ................... 13 { )
13. Subtotal programed items....... 2,49 1,910 1,485 8,855 8, 50 7,538
OTHER INPORTS
14. Machinery, 0. e.8.......ccreveeecneen- 400 S') 1,350 ®
18, Unspecifiod 140 | 100 ( Lewo| &m0 480| 700
16. Total imports (13414419)......- ~4,345 | —2,000 ] —3,358 | ~14,006 | —13,906 | —15 436
3 Negligible.
‘N: riuﬂlbll

TaBLE 111C.—Estimated imports of 18 participating countrics and Western
Germany assuming high availability

[1n billions of dollers]
1048 Total, 1048-21
United Eastern { United Eastern
States of | Other | "Homi | Statesof | OLher | “Homi-
America spbere | Ameries sphere
Imports of commodilies cocered by Paris
por .I nical committess
COMMODITIES
1,720 ‘1,8 1,600 5,320 8,825 8,500
30 |.......... 238 ..., 1,815
250 1238 (U] 1,000 11,218 m
300 ] 25 1,138 80 L
| ] 170 as HS 630 1,250
EQUIPMENT
Agricultural m&chlncy 123 15 658
7 i ning mach 105 mw
8. Electr! ulequ mem 128 |o.eeuneens 458
0 Petroleumeq pmeat.. .. 10 |...ceeeeen 525
10. 8teel hn ................. 100 |..ococenne 350
11, In| port equipi 60 1) 210
12, Tlmbc oqulpmmt ............ . 13 I, ® 85 |eeneaiann
13, Subtotal programed items....... 2045 2,285 2085 11,148 10,330 11,338
OTHER IMPORTS
14. Mach D@ Becenancnnncaccscanns 800 |eee.-.... (V) 1,700 [.oo....... (0]
16, Cspecsgad & Srorrrzmmreee Leo0 [Tii| 2o0m| K70 TEBO| 8
16. Total imports (13+14413)....... 5,045 | ~3,403| —4,005] —18,505 | 15610 | —10,835

1 Extimate oldollar oosts of petroleum imports !mm all sources other than United States of Americs.

! Estimato of Imports not available, see
# Not uvailsble, hae
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D. Evnorean Exrorms

It is more difficult to make any reasonable estimute of European
exports, Since the physical availability of supply will be the limit-
mlg factor on imports in so many cases, a basis exists for determinin
what may reasonably be expected. However, European expo
capabilities dspend primarily on European production. There is
little doubt that European exports were overestimated in the Paris
report, probably lt)z a rather large percentage. Domestic production

Is set forth in the Paris report are generally on the optimistic side.

e 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 tuo severe an austerity upon domestic consumers. olly
aside from the intrinsic desirability of maintaining an adequste stand-
ard of living, some increase in ¢he supply of consumers goods seems
almost essential to the restoration of production incentives. The at-
tempt to reach export Fouls if expectations of production are not ful-
filled will only add to the inflationary pressures that are responsible for
so many of the present dislocations in the European econom{.

It appears impossible for European exports of finished steel prod-
ucts to reach anything like the Paris figuves without very damaging
effects pn their domestic steel-consuming industries. The textile in-
dustry may turn 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 Kuropean exports as
large as those prog'ected in the Paris report is not consistent with re-
duced estimates of imports, The larger the reduction of imports im-
posed by supply limitations. the greater the reduction of exports. On
the basis of the sma'ler of the two alternative estimates of European
imports in table I1, it has seemed realistic to cut the CEEC figures for
exports to the Western Hemisphere during the whole period of the

rogram by about one-sixth. In dollars the cut is 1.7 billion dollars,
%veu taking the highest estimate of European imports, somewhat
lower export figures must be used to take account of specific shortnges
such as steel and cotton. The figures used in arriving at a rough
calculation of the bulance of payments deficit are given in tables I

and II.
E. Prices

The exports and imports of pariicipating 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 Kuropean 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 b{ 7%{% percent for

1949, 10 percent for 1950; and 1214 percent for 1951. The downward

adjustment in the cost of mdports from the Western Hemisphere

5 own in line 9 in tables 1 and 2) amounts to over 234 billion dvllars
or the 4-year period.

In appraising the realism of this assumption, it should be borne in
mind &st it implies a decline in the prices of food and raw materials
by 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 an{ that have occurred in the Inst, the prices of many
products will be relatively rigid even in the face of a decline in the
gmnl price level. Specifically, there is no reason to expect that

o dollarcost of moet items of machinery and equipment will be
sharply reduced. Most of the reduction in 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 all 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 sgciﬁc 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 inadequate for 4 years. Petroleum requirements of the magni-
tude estimated by CEEC cannot be inet 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

s, 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 startin
point is too low, especially for foods. Realism requires an upwa
revision for the first year. ]

Although the CEEC'’s assumption about prices is almost certainly
too optimistic, any specific alternative assumption would also be sub-
ject to an extremely wide mnrgin of error. erefore, in recalculating
the foreign deficit of the participating countries, two alterna-
tive assumptions about prices have been used to determine a range of

ibilities, as with exports and imports. The CEEC assumption

erives a certain authority from its use in the Paris report; it has
therefore been employed as the most og:iex:lustlc alternative. To define
the less optimistic alternative, it has assumed that prices in the
first year would be 714 percent higher than July 1, 1047, and 714 per-
cent lower in the fourth year. ‘The Committee believes that the actual
course of events will be nuch closer to the less optimistic assumption.
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F. Trave WrtH Tue EasTerN HEMIsPHERD

The only other factor of major importance in the calculation of the
balauce 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 tae 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 conld be used to reduce the foreign exchange
deficit expected to be incurred in trade with the Western Hemisphers,
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 ITL. 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. SioNricance or THE EsrimaTen Bungerary Cosr

If the estimates of the cost of the foreign-aid %:ogmm 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 Avstria, 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 rast 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 Eumgm, excludin&wthe 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 $1,300,000,000.
Taking the three items together, Germany plus other relief plus
British loan, it may properly be said that the United States has
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 beiter con-
trolled as to destination ang use, and they would be made in pursuit
of a more constructive and more clearly defined objective. Second, as

. 67783 —47—9



124 THE EUROPEAN RECOVERY PROGRAM

to the whole 4-year program, precise calculation is impossible; the
CEEC's 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 ITI. 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 recovery 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.



8. CABINET COMMITTEE ON WORLD FOOD
PROGRAMS—REPORT

StATEMENT BY THE PResmENT (SePrEMBER 23, 1047)

Iam mal:;x:f ublic today a report from the Cabinet Committee
on World F grams which emphasizes & critical situation calling
for immediate action by every American. The report stresses the ex-
tremely grave food situation abroad and the relationship between our
ability to help meet urgent foreign food needs and the price situation
in 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 already 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 contin
higfn domeetic demaud for grain, exports would not equal last year’s
total shipments—even though world needs are greater.

The United States cannot rest on this export prospect. To shi
more abroad without adjustments in domestic demand, however, woul
a8 vate our own price situation,

n presenting their report the Cabinet Committee stressed the ur-
gency of doing everythin ible to meet the problem at ).~me and
nblxl-om:il It recommenddmg er emphnsis on shipmsnw <& food
other than grain in rounding out our export program and on arrange-
ments for the fullest ;iz‘uticlpatiqu by other Ix’mtxons 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 reduce the feeding of grain to
livestock will be essential if we are to moke our fullest contribution
towards meeting minimum foreign needs ahd at the sume time relieve
the upward pressure on prices at home,

As a primary step, I am therefore appointing a Citizens Food Com-
mittee to advise on ways and means of carrying out the necessary con-
servation effort. Charles Luckman of Cambridge, Mass., will serve as
chairman of this nonpartisan committee. X am asking the Citizens
Food Committee to meet at the earliest fossible moment to develop
plans for bringing the vital problem of food conservation to the at-
tention of every American for action.

126
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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 mai be necessary.

While waiting for detailed recommendations from the Citizens
Committes, there is one immediate and nal 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 Tummies of grain, Such action on our lfm will do two things.
We will save on our family budget and we will help others who are In"
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:
SxereMBER 24, 1047,

The PRESIDENT,
The White House..

Dzaz Mz, PrzsineNT: This will confirm our oral recommendations to you, made
September 22, at the time we submitted our report containing a factual appraisal
of the food sityation.

We wish to emphasise again the seriousness of this situation, The needs of
other countries for food have increased substantiaily over the past year through
a succession of unfavorable weather conditions at criticai periods in the develop-
ment of their 1947 crops. Similar conditions in this country have produced a
serlous drop in our own corp 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 {8 not enough in view of the increased needs in the
deflcit 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 dificulty of attempting to enlarge our grain exports beyond what is now
indicated les in the domestic problems resulting from high prices. We are al-
ml!d.v t:}ce(!l with the need for vigorous action to prevent a further inflationary
price spiral. .

In these circumstances, we recommend & number of measures to help meet the
situation. Some of these are embodied in the report; others have !een discussed
with you verbally.

We, the American people, must conserve our use of grain, in food and in animal
feed, 8o that additional supplies will be available for meeting the most urgent
needs of other countrfes. The appointment of a special committee to develop ways
and means of carrying "t a successful conservation campaign is recommended,

Other steps should inc, sde : 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 cmphasize that the most important immediate measure, however,
and the only one which can both increase the available supplies and relieve infla.
tlonary pressures, is an all-out drive for domestic couservation,

-Respectfully,

Meuemes, Capiner CoxMITIER
ox WorLd Fooo ProarAMS.
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Tuz Casiner Corxaarrrez oN Worrd Foop Proarams,
Septomber 289, 1947,
Dear Mr. PresmenT: Because of adverse crop developments, par-
ticularly in recent weeks, both in North America and in other areas
of the l¥orthem Hemisphere, it is now apparent that the world food
shortage is even worse than it was :im ago. There i8 a serious giap
between minimum needs of food-delicit countries and total supplies
available for shipment from surplus-producing areas. .
Your Cabinet Committee on World Food Frograms is submitting
herewith a general appraisal of the food situation.
Respectfully yours,
CasiNer Couumrrree oN Worwd Foop ProarAMS,
Crinton P. gxnmox, /4 (©h )
" Secre of Agriculture (Chairman).
G. C. MazrsuaLL, St:o'%tary of State.
W. A, HARRIMAN, Secretary of Commerce.

Rerorr oN THE Foop SrruaTion

SerrEMBER 22, 1947,
It is now generally known that the world food shortage is even
worse than it was a year ago. Storms and floods st winter, followed
by droughts this summer, havs taken & heavy toll of crps in many
i?ﬁortant food-importing countries. QGrain harvests in
Italy, and other European countries are substantially below last year.
Production prospects for potatoes, sugar beets, pulses, and fodder

crops have lowered in central and western pe. Much of
this deterioration in world food production has taken place in the last
30 to 60 days.

As & result of these conditions, the gap between available exports
and minimum needs of the importing countries is estimated at about
15 percent—or 4,500,000 tons—in terms of grain alone. It was hoped
earlier thut increased local production of other foods 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 points up the direct obligation
that rests upon the United States, along with all other exporting
countries, to do everything possible to m&e up the inevitable short-
lfps. 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 n:ust send every pound of food that
it is practical (o ship to these countries of greatest need. There can
be no disagreement on this basic purpose.

Our plans to carry out this pu?ose have been complicated by erop
developments in North America during recent weeks. Deterioration
in United States corn crop prospects has reduced the estimated supply
of corn for the year ahead to a total about 700,000,000 bushels be&w
last year. The total supply of the four principal feed 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 img:rtant is the need to
protect our own economy and price structure, 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 affécted 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 104748, 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 peoﬂe 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:

194647 food crports

Trillionof { Percent of
calories
3.2 6.9
121 4.4
1.3 26
Beans and poas. .8 1.2
Ediblo fats, ofls, and peanuts. oo 20 41
mrmdm .............................................................. 1.3 26
{0 1T S .3 .6
gltnu ul:'cas.‘) . ) s (U] o
Meat and poultry protf:‘m“:d figh. .o ras A 1.0
f (T SO SP 4.6 100.0
¥ Negli rtole.

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 busheis of this total, with corn, oa
barley, rye, and grain sorghums accounting for the rest. In terms o

ood calories, grains represented nearly 88 percent of all export
sh'iFments.
- This ﬁr" 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 exgorted during
1946-—47—about 70,000,000 bushels as compsred 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
Au Bagzy grain sorghums, oats, and rye will make up the rest
of the expec %0,000 shels 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.

resent indicated domestic use of F‘in would leave about 470,000,-
000 bushels (12,300,000 long tons) of all grain for export—more than
2,000,000 long tons short of last year’s record shipments. (See follow-
ing table showing availability of grain, 194647 and 194748, and
possible utilization of 1947—48 United States grain supplies.)

Grain availability—1946-47 and 1947-48°

[Millions of bushels)
194647 production 194748 piaduction
Cormy- | oot | Totat | Camy | 0N | Total
tion and tion and

n imports supply :? imports sapply
100.0[ 1.1580[ 1.2%80 55.0( 1,4000] L4020
1720] 3301 44010 MO| 2040] 27340
20| 1,516 ] 1,820 mol 1,231.0 1,550
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Tt is obvious that the United States will have to put mure emphasis
on shipments of foodstuffs other than grain. A careful survey 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 su&:fes which are pro-
duced in other countries. The movement of substantial quantities of
Cuban sugar to food-deficit countries is an important illustration of
this possibility.

The next table gives a rough estimate of United States export avail-
abilities of all foods for the 194748 year. It is broken down in terms
of calorie value, iigbrcentage 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-
Yn'ed with 88 percent last year. From the cost point of view, the fol.

owing listed commodities would cost, at present prices, from 2 to 5
dollars per 100 thousand calories: wheatlsf‘l)our, coarse grains, dry peas,
lard, and edible oils. (Cuban sugar also falls in this price mnge.&
Foods costing between 5 and 10 dollars per 100 thousand calories woul
include: milled rice, dry beans, dried prunes, raisins, Xunuts, and
nonfat dry milk solids. Most other dairy products would range from
15 to 20 dollars per 100 thousand calories. Concentrated citrus juices
would range between 20 and 30 dollars. Pmctical? all other animal

roducts mt%growssed fruits and vegetables would run considerably
igher than 30 dollars.
e 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 104748
from countries other than the United States could be increased b
about 5.3 million tons over the quantities shipped in 1946-47. Over
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 f)resent esti-
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 1.3 million tons, Australia 0.6 million tons}, and Burma
most of the increase in rice export ﬁ'ns,ooo 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 the Philippine Republic almost
the entire increase in edible fats and oils.

Ezports, 1946-47, and estimated quontitics available for export, 194748, from
countrics other than the United States
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Even with this expected increase in exrorts from other countries,

together with the food that would be available under present circum-

stances for shi gment by the United States, there would still be a serious

gap between the minimum needs of deficit countries and the total of
ocdstuffs which could be supplied.

In view of this serious situation, additional steps should be taken
to increase the availability of food su plies for export and the effi-
ciency of their use. A definite responsibility rests on the deficit coun-
tries to make the most effective i)ossible 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 of United
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 7, 1047)

The committee has agreed upon certsin points to be more fully
covered in its pmliminargoreport on prgpoaed principles and organiza-
tion for any program of foreign aid. Since the issuance of this report
with the statistical material to support its conclusions will not be made
for several days, it was thought by the comumittee to be worth sum-
mariging 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.

Exzroency A .
. As previously reported, the committee is in agreement on the follow-

points:
m‘i Emergency aid presents the same problems as-does any general
European aid program and the Congress should bear this in mind in
asmn&up any emergency aid program.

2, Should \ ugh its responsible 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 mr to that time to
authorize funds for the purchase of su;&lies ugh the Export-
Import Bank and the Commodity Credit Corporation for any aid for
f‘?lggesind Italy found necessary to assist those countries through

3. The emergency, though aggravated this year by crop failure, is
not a tem rarrgegne. Tlu% fact must be facedyand, i¥ remgdial action
is to be taken, plans must be formulated accordingly.

ADMINISTRATION
The Committee wishes to report further agreement on the following

ints:
po4. Additional governmental machinery for foreign aid should be
limited to that necessary to provide efficient coordination of existing
Government agencies and to fill gaps of - uthorities which may exist.
The administration of any foreign-aid program requires the setting up
of & new authority in a corporate form over which congressional con-
138
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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
ertilizers; )
" (b) Sereen all requests for foreign aid; ‘
'(0) Exercise 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 shippec abroad, particu-
larly to see that the aid reaches those for whom it is intended.

(2) 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 considers-
tion i8 in the form of local currency funds of the recngxent countries,
the corporation should “"}”i“t’ with respect to each such fund, a
board of administrators of not less than three nor more than five
individuals. ‘A majority should be citizens of the United States
designated l(){v the corporation with the approval of the Secretary
of State and acceptable to the recipient country; and the balance
should be designated by such recipient country. h 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

roduction of strategic and critical materials. Agreements for such
increased facilities should provide, on the one hand, that a portion
* of the increased production should sccrue to the roducing country
and thereby aid in providing exchange and, on the other, tha’ 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,

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

ConbiTions AND PriINCIPLES OF Forelon A

8. In order to protect the ecornomy of the United States and to be
effective in accomplishing its objectives, the corporation should take
into aqcotlént irr 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 abroad
to a minimum consistent with a sound economic balance,

(b) The recipient countries should, through mutua! help and coop-
eration, facilitate the economic_interchange of goods and services
among themselves, provide effective distribution and use of their own
resou as well as of the resources received from outside, and work
toward the elimination of exchange controls, (};xota 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. .

(¢) Certain countries other than the United States which are in
a position to supglement 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.

(a@) 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 pmﬂams designed to arrest inflation, to correct existing mon-
etal?' weaknesses, to accomplish stabilization of exchanges, and gen-
erally to restore confidence in their currencies. '

Foreian A Councit ror Poricy DecisioNs

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.

ProeLEM oF AvAILABILITY OF SUPPLIES

9. No estimates for the cagitalization 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 Blroblem is a8 much one of the availability of com-
modities as of dollars,






10. BRIEF DESCRIPTION OF UNITED STATES AGENCIES
CONCERNED WITH PHASES OF RECOVERY PROGRAM

Apvisory Coumrrrezs oN SecoNp DrcoNTROL ACT

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 as it relates to the

omestic economy, and to assist in establishing sound international
economic relations. Assisted by review committee from these agencies
and the National Housin Ager::g, and a subcommittee on priority
assistance for export. Order dated August 13, 1947,

Apvisory CoumiTrEE ON VOLUNTARY FoREIGN AD

Established to succeed the President’s War Relief Control Board to
tie together the governmental and private p. ms in the field of
foreign relief and to work with the Famine Emergency Committee
and other interested ?ncies and groups. Exercises advisory func-
tions to guide the public, and agencies seeking support of the public,
in the appropriate and productive use of contributions for voluntary
foreign aid, including projects of relief, rebabilitation, 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 ocoupied 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.
AdRICULTURE, DEPARTMENT OF

Inherited wartime controls over foodstuffs and agricultural prod-
ucts of the War Food Administration and the rationing controls that
were left in this ares from Qffice of Price Administration. Has sub-
stantially dispensed with all these at this time. (Ses Commodity

redit Corporation.)

AvieN PporertY, Orrice or, DEPARTMENT OF JUSTICE

Exercises the functions of the AttomeLGeneml in controlling or
vesting foreign-owned property. Has charge of litigation arising
137
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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.

CoMMERCE, DEPARTMENT OF

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. '
. Pregident 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 ss Harriman report or
committee. Committe¢ 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.

Commerciar Company, U, S.
See under Reconstruction Finance Corporation.
Comxmoprry Creprr CorRPORATION

The fiscal and operating arm of the Production and Marketing Ad-
ministration for ba)(r}igg and selling agricultural commodities. Pow-
ers vested in the have not been substantially altered since the
war. Limited by its commitments to Congress and by its charter
which expires June 1048. CCC still exercises, throufh indirect power
over export, ability to require foreign purchasers of foodstuffs to clear
{il;elr purchases through it wharo. these foodstuffs are on export control

t. .

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.

Counon, or EcoNoM1c ADvISERS

President Truman announced study by Council on June 22, 1947,
Report, The ImtEact 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, snd John D. Clark. Report popularly
referred to as Nourse report.
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Exrorr-Inprorr BANK oF WASHINGTON

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 assurance of repayment.
Approximately $700,000,000 of uncommitted funds remain.

Haurrvax CoMMITIEE
See Department of Coramerce.
InTERIOR, DEPARTMENT OF

ghief responsibility within Government for petroleum and coal
industries,

Presidert Truman announced June 22, 1947, a study by committee
of specialists under direction of and to be named by Interior Secreta
J. A, Krug, Report, National Resources and Foreign Aid, releas
October 19, 1947. Experts, technicians, and clerical workers made
available by various departments and agencies. Popularly referred
to as “Krug report.”
’ Krve CoMurrree

See Department of Interior.
Marrrime CoMaissioN

Sole disposal agency for surg!'us merchant shi;&:] Received func-
tions, powers, and duties of War S}u'zgpipg Administration. No
direct control powers in existence. Authority to charter and/or sell
United States owned shipe expires March 1048,

Munrrions Boaro, ArMY AND Navy

Administers the Stock Pile Act of July 28, 1946, in collaboration
with the Bureau of Federal Supply, Treasury Department, and in
policy matters works with National éecurity urces Board,

Nationar Aovisory Counci. oN INTERNATIONAL MONETARY AND
FINANCIAL PROBLEMS

Reﬁresentatives of Departments of State, Commerce, and Agricul-
ture, Export-Import Bank, Federal Reserve System, under chairman-
ship of Secretary of the Treasury, Coordinates and develops inter-
national financial and monetary policy includin%upolicies of United
States representatives on International Monetary Fund and the Inter-

national Bank,
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NatioNaL Seoonity Resources Boarp
Has policy powers in field of stockpiling.
Reconsrruction Finance CoRPORATION

Has now substantially 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 a: where
commercial purchasing is not feasible, has been questioned. United
States Commercial Company which operated in this field now in
liquidation. ‘ .

StaTE, DEPARTMENT OF

Has 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
a8 by FEA and later, UNRRA. Has created agencies abroad for
administering allocation and spending of $350,000,000, plus a chil-
dren’s fund, to take place of Uﬂ%RA :

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 orq::izatxons. Conducted negotiations related to the Inter-
national Trade Organization and its implementation through tariff
agreements.

Supervises the activities of the Instituie 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
Ebol cg;nmittee’s General Report (vol. 1) and Technical %eports

vol. 2).
Center of development of interim and recovery programs.

TranNsporTATION, OFFICE OF DEFENSE
Retains limited wartime powers which expire March 1948, In-
structed to assure maximum utilization of the domestic rail trans-
portation facilities.
TrEASURY, DEPARTMENT OF THE

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

reserves, etc.
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Bureau of Federal Supply has former stock-piling function of RFC.
Its Lend-Lease Division performed special services accorded to su

}»lies. purchased for or on a cash reimbursable basis for
orel% governments. ‘Also acts as procurement agency in connection
with United States Government supply

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

WAR DEPARTMENT

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

WAR SHIPPING ADMINISTRATION

Functions, powers, duties transferred to Maritime Commission,
September 1, 1946,

Private Acenomes 1N ForeioN ReLied

(Complete list as recorded by Advisory Committee on Voluntary Forelgn Aid
avaliable for public inspection)

AMERICAN COUNCIL OF VOLUNTARY AGENCIES FOR FOREIGN BERVICE

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.

CARE

Nonprofit corporation—Cooperative for American Remittance to
Europe, Inc.—formed by 27 major voluntary fzrﬁigx-re]ief agencies
which were members of the above council. C packages 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 EDUCATIONAJ, RECONSTRUCTION (CIER)

For full list gpared with cooperation of more than 300 organiza-
tions, see CIER Handbook ; Organizations With Programs for Inter-
national Educational Reconstruction, A 147, 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-torn lands. Designated by U;{ted States National Com-
mission for UNESCO to coordinate American efforts in response to
UNESCO’s appeal in this field.
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ORALOG
Councxl of Relief .\gencies Licensed for Operation in Germany,
erally known as C , established February 9,1946. Fi fteen

organizations icipate in the Council. Operates on the basis of
plans approved by the military authorities.



11. INTERNATIONAL ORGANIZATIONS AND THE
RECOVERY PROGRAM®

Paragraph 110 of the Paris report states that it is the desire of the
participating counries that wherever suitable international

exists it should be used in the implementation of the Eurppean Re-
covery Program. The report, both in this paragraph and in a number
of specific instances in the technical reports, suggests that the Economie
Commission for Europe be used for continuing study of certain pro-
duction problems and other questions having a direct on the
economic recovery program. Although the work of the ko
Commission for Europe is most directly related to the carrying out
of the Euro Recovery ProEnm, re are & number of other
intnmntiondp::n izations which could also be of assistance, namely,
the Food and Agriculture l%niuﬁon (FAO), the International
EmergenlczoFood Council ( h the International Labor .
zation ‘ 7, the International Fund (IMF), the
national Bank for Reconstruction and Development (lﬂRD), and
the International Trade Organization (ITO) when established.

1. Economic CoMission rom Eusorz

The Economic Commission for Europe is a Commission of the Eco-
nomic and Social Council of the United Nations, and has as its mem-
bers all the European members of the United Nations and the United
States, It was established by the Economic and Social Council early
MM'I. The terms of reference of the Commission provide that it

Initiate and participate in measures for facilitating concerted actice for the ece-
nomic reconstruction of Europe, for raising the level of European economie
activity, and for maintainiug and streugthening the ecohvmic relations of the
European countries both awong themseivcy and with other countries of the world.

. It was also provided in the terms of reference that immediateiy u
its establishment the Commission should consult with the mang
ﬁowmments of the Emergency Economic Committee for Europe, the

uropean Coal Organization, and the European Central Inland Trans-
port Organization, with a view to the termination of those organizs-
tions and the continuation of their esmentisl work by the ECE.

The Emergency Economic Cownmitiee for Enropz the European
Coal Organization, and the European Central Inland Transport Or-
?miution were set up at the close of the European war to provide

or mutual considerstion among the European countries of immedi-
ate postwar problems. These organizations were set up by mutual
agreement among governments in the period before the United Na-
1This section has been prepared by the Department of State.
143
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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 Eﬁxmpe was to
bring these three organizations into closer mlationshtig and to con-
tinue and expand the work they had begun within the framework
of the United Nations,

The Economic Commission for Europe has had two sessions of the
full Commission, has already taken over the work of the Fmergency
‘Economic Committee for Europe, and the European Central Inland
Transport Orﬁunization, 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 téchnical committees: Alkalis, fertilizers, housing.
timber, electric power, and transport. Meesings 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,
maintenancs, and renewal of transport equipment; and other similar

roblems, with & view to a more efficient use of existinf)equipment.

t is continuing for the time being the meetings of BIDAC, a sub-
group formerly attached to ECI’IQ) which handles bidding and ac-
ceptances of traffic through Germany.

e technical reports of the Paris committees have been used by
the Secretariat of the EC£ in preparing background papers for con-
sideration by the committees, and account has been taken, where appro-
priate, of specific su ions made by the Paris Conference for fur-
ther study of particular problems in the ECE. L

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
Eurgpean Coal Organization. Since its establishnent at the close of
the European war, the ECO has made recommendations to the United
States Government and to the ap, ré)smu control authorities in Ger-
many on the distribution among countries of any coul 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 ‘rmicipated in its allocations.
However, the difficulties of securing adequate amounts of coal from
Poland for western Europe to be distributed according to need rather
than market or political requirements have appeared in the function-
ing of the ECO. The ECO has also assisted in the procurement and
distribution of mining supplies and ipment. It is expected that the
ECE will continue both aspects of s work,

The Commission has no executive %::ers, 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 Conference 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
Commigsion 1n whose v.ork they have an interest. The U. 8. 8. R., the
Ukranian 8. S, R,, and the Byelorussian S. S. R. have attended none
of the meetings of the technical committees which have thus far been
held. The otker members of the Commission—the United Kingdom,
the United Stutes, France, Belgium, the Netherlands, Luzemburg,
Denmark, Norway, Sweden, Polnm{, Czechoslovakia, Yuguoslavis,
Greece, and Turkey—have attended some or all of the meetings of the
technical committees and have participated fully in their work.

2. Foob AND AGRICULTURE QORGANIZATION

The Food and Agriculture Organization was established in Octo-
ber 1045, 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 to scientific,
technological * * * research, improvement of education and ad-
minigtration relating to nutrition, food, and agriculture; ¢ ¢ ¢
improved methods of agricultural production; improvement of proc-
essing, marketing, and distribution of foud and agricultural products i
* * % to furmsh 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 com of representatives of 18
member governments elected by the Conference. This Council will
exercise certain functions of the Canference between annual sessions.
The Director General 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 consisting of representatives of both government and

rivate organizations concerned with the work of FAO, and organized
or the purpose of helping to carry out FAO recommendations and
programs within the country concerned. .

e FAQ 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'Enro%an reconstruction be'mﬁ prepared by the
Economic Commission for Europe. This repo:t will include a survey
of farm machinery and draft-power requirements and availabilities
as well as information on food production. The Forestry Division of
FAQ is also cooperating with the Economic Commission for Euro,
in obtsining information concerning timber resources, both within
Eurzpe and for import into Europe. ~ Technical forestry assistance is
being made available to individual European countries on request.
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8. InTERNATIONAL EMeroenoy Fooo Counom,

The International Emergency Food Council was established by
the FAQO in May 1946 and ei in fact, the successor to the war-
time Combined Food Board. The IEFC is authorized : :

¢ & & (g) to conslder, 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 ancillary to the production of
such foods and agricultural materials and to make recommendations to the
Member governments in respect of any such question ¢ ¢ °, .

(b) to work In collaboration with others of the United Natlons (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 16 countries which met in Paris except Luxemburg and Ice-
land. The only other European members are Czechoslovakia, Fin-
Jand, 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, and sugar.

The If'JFC, operating through its several commodity committees,
makes recommendations to the member governments concerning the
allocations of foodstuffs and materials in short supf)ly. The C
itself cannot enforce these recommendations but the member gov-
ernments, in joining IEFC, accept certain undertakings with re-

rd to the implementation of IEFC recommendations. These un-

ertakings include such matters as the necessary domestic legisla-
tion req;lnred to implement allocations recommendations.

The third session of the FAQO Conference, which included most of
the IEFC member governments, and others in addition, recommended
that, the functions of the IEFC be transferred to the FAO as of De-
cember 81,1947, under conditions to be agreed upon.

4. INTERNATIONAL LABOR ORGANIZATION

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 Peris meetings. Finland, Poland, Hungary, Czechoslo-
vakia, and Bu'garia are also members, Yugoslavia is still nominally a
member, bu!, in July 194&{!1% the constitutional 2-year notice of n-
tention ¢ withdrawal. The U. S. S. R. resigned its briefly held mem-
bership in 1939,

Tb:grimary function of the ILO is to promote improved labor stand-
ards through international wements 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 grou;ﬂ compose the governingl 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 ILO Conference at Geneva adopted a resolution
referring to the Forei Ministerq 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 shortafges are
serious, and in connection with recruitment and placement of immi-
grant workers, including displaced persons. Such operating func-
tions—as distinct from the settinio standards—would represent a
practically new function which the ILO would assume only upon
ret}uest of the members involved.

ts 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 MoNETARY FUND

The International Monetary Fund came into existence in December
1845 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
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
gve confidence to members by making the fund’s resources available

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 mnﬂ' thus help members meet deficits in their balances of
payments which are of & 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 continuin Jrain of
a country’s external resources due to fundamental disequilibrium, al-
though the articles of agreement provide for a waiver of these limita-
tions in exceptional circumstances. The fund is to assist countries in
meeting emergencies in normal times and was not designed for capital
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or long-term operations. The articles of aireement 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 81, 1947, of which 3.274 billion dollars
was 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
acoordinfly 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 RECONSTRUCTION AND DEVELOPMENT

The International Bank for Reconstruction and Development was
estublished 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 theborrower * * * 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.

Althouqh the bank's subscribed capital amounts to a little over 3
billion dollars, only 20 ;;:srcent 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 1047 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 Krance of 250 millior: dollars, Denmark 40 million dollars,
311?1 Netherlands 195 million dollars, and Luxemburg 12 million

ollars.

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 TRADE ORGANIZATION

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-

ization. The draft charter which was agreed upon in Geneva last
ygust contains (ﬂ:;ovisions relating to national policies regardi
tariffs, customs administration, hidden restrictions on trade. impc:g
and export quotas, exchange controls, preferences and other forms 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.

Tt 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 sume, namely an expansion of production and trade
resulting in a maximization of real income and a rise in living stand-
ards, The 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 '%:8)&&(1 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 TIN CoMMITTEE!

This committee set up in 1931 functions under the agreement of
September 9, 1842, entered into_between the United Kingdom (for
Malaya and Nigeria), Belgium (for Belgian Congo), the Netherlands
(Netherlands Indies) an%i 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,

1 Added by staf.






12. TEXT OF TASS STATEMENT OF SOVIET VIEWS ON
’ EUROPEAN AID

(New York Times, June 30, 1947)

LONDON, June 89 ‘:P)—Th text of a Moscow-broadoast Tase
dispaich, recorded by the Sovict Monitor, on the Marshall Plan:

On June 28 the (Paris) newspapers I'Aube and le 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 respoct coincides in general with the
Froth vt e A e viewpointof

ehave iven the opportunity to expound the viewpoint o
Soviet Govornmglln at this oonfemncef The Soviet stand is as foliows:

As is known, the Paris Conference was called 1n 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 ex-
pressed his apprehensions with regard to the economic conditions pre-
vailing in the European countries following 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,
miues, and railways, and he pointed also to gntwu difficuities in the
econviic life of the European countries. He pointed out that the
quantities of commodities now being produced is inadequate, that there
are ghortages 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 Euroj countries for food
and other necessities, now being recsived chiefly from America, exceeds
by 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.

CITES UNITED STATIS GAINS IN WAR

ing with the possibility of America's rendering economic assist-
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 themselve&ussuming the initiative in this matter.
He said in this connection that the role of the United States of America
should be that of :ﬂotrdmg friwbt:lgl assistance in }vorki% out a Euro-
program and of giving subsequent su or such a program,
mu as this might be practicable for the United States of America.
Quite obviously, the rehabilitation and further development of the
nationa] economnies of the Euro countries could be facilitated if
the United States of America, whose production capacities—far from
151



152 THE EUROPEAN RECOVERY PROGRAM

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 apgroachin crisis.

%’ in connection with Mr, Murshall's speech, the French and
British Governments suggested a cunference 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-
omy in the U. S. S. R. is based precludes the possibility of the various
crises and economic shake-ups mentioned in the above speech of the
Am.erican 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 'IH the British Government has been presented at the con-
fer:ll‘lpo. : :6 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

0ods by means of the estimates drawn up by the European countries
tiwnselves. 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-en.bracing economic program for the European
countries as envisaged by the French 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,

t is stated here that France has an economic 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

war Stalin Five-Year Plan. This insures s steady rise of the
material and tultural well-being of the Soviet people.

CONDEMNS 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 3-year plans. Considerable successes have already been

ieved 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 riee of its economy. No European government
intends to interfere and say whether Monnet’s (F'rench) plan is good
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or bad for France. This is the affair of the French people itself. But
the same apglies to Great Britain and the Soviet Union, to Poland,
Czechoslovakia, and every other European cumlta .

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 ?erfectly obvious that internal
economic affairs are to be decided by the sovereign peoples themselves
and that other countries should not interfere in these interis) affaira.

It is only on this besis that the normal development of relations
among countries is possible. Attempts at outside Interference in the
economic life of various countries have not yielded favorsble results,
nor can they yield them.

If that is true, then any attempts to compel the conference to enguge
in drawing up an all-embracing economic program for the European
countries—which will inevitably entail intervention on the part of
some states into the affairs of other states—cannot be accepted as a
basis for cooperationt 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 8 joint examination.

WANTS OTHERS INVITED

It should be believed that the task of the conference is to establish
cooperation among the European countries in drafting estimates of the
n of these countries for American economic aid, to ascertain the
possibility of obtaining such economic aid from the United States and
to assist tie European vountries in obtaining this aid.

This i8 no easy task and will require considerable efforts. But if the
conference co(s)es successfully with this task, an important step will
have been made in developing cooperation among the European coun-
tries, and at the same time in developing cooperation between the
countries of Europe and the United States of America.

What European countries should cooperate in this underiaking?

In this respect, too, there is a difference between the positions of the
various countries, so it would be wrong not to consider the difference
which should exist in the Allies’ attitude to the Allied states, the formner
cnemy states and the neutral states,

The Soviet Government maintains that the ascertaining of the needs
(estimates) of the European countries for American economic aid
canrot be the concern of only the three countries taking part in the
present conference. Other European countries, too, shou (f be invited
to take part in working an the problems involved.

WOULD AID WAR ALLIES FIRST

In so doiug, account should be taken in the first ;;lnce 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 &w
to tak:(fart in the economic cooperation in Europe which is now being
planned. Their needs should be given special attention when the ques-
tions 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 is 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

ayment of reparations by Germany, Germany’s industrial level and so

orth. These problems wre under consideration by the Council of For-
eign Ministers, in which not only these three countries, but the United
States of America as wel is a member.

That is why the Germ.an question is to be considered by the Council
of Foreign Ministers and not by the present conference,

As to the methods of examining the problems at this conference,
the Soviet delegation believes ii desirable to set up appropriate com-
mittees com 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 committees,
Itis also.necewr{,to consider the question of the relations to be estab-
lished with the (United Nations) European Economic Commission.



13a. STATEMENTS BY MOLOTOV, BEVIN, AND BIDAULT
ON EUROPEAN AID PLAN

(From New York Times, July 3, 1047)

Paris, July 2 (AP).—Following is the teat of Soviet Foreign Min-
ister Molotov’'s stutement at the final meeting of the three-power con-
ference on the Marshall Plen and e.rnerpt:/rom subsequent statements
by British Foreign Secretary Bevin and French Foreign Minister

tdault :

By M. Movorov

The Soviet delegation has carefully examined the proposal sub-
mitted by the French delegation on July 1.

The French draft as well as the previous proposal of the British
deles.mti()n 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 N nliml-wige economic programs of theirown. With
a view to elaborating such a comprehensive European program it is
proposed to set up a special organization churged with assessing the
resources and needs of European countries and even with determining
the development of the main branches of industry of these countries
and only after that with ascertaining the possibilities of receiving
American economice aid. ‘

Therefore, the question of American economic aid of which indeed
nothing definite is yet known has now provided an occeasion for the
British and French Governments to seek the creation of,a new or-

anization standing over and above the countries of Europe and
interfering in their internal affairs down to determining the line of
development 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 or-in the so-called Steering Committee for Europe
as it has been named in the British draft.

Verbal reservations are now being made to the effect tlat this organi-
zation would allegedly not intervene in the internal affnirs of these
states and would not encroach upon their sovereignty. But it clearly
follows from the tasks which are being set before this organization or
before the steering committee that the European countries would find
themselves placed under contrel and would lose their former economic
and national independence because it so pleuses certain strong powers.

QUTHIDY. PRESSURE FEARED

In any case it is now suggested that the possibility of American aid
being received by this or that country involves an obedient attitude on

07782—47——11 156
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its part vis-d-vis the above-mentioned organization and its steering

committee,
Where is this likely to lead ?
Today pressure might be put on Poland to produce more coal even

-though it be at the expense of the other branches of Polish indusiry
because that is in the interest of certain Kuropean countries; tomorrow
it will be said that Czechoslovakia must be vequired to increase her
agricultural production and to reduce her engineering industry and
it will be proposed that Czechoslovakia should receive machinery from
other European countries wishing to sell goods at higher prices.

Or, ag 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 thein remain of the ec>nomic independence and sover-
eignty of such European countries?

Under these conditions how would the small countries and in gencral
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 Goverument share the enthusiazn re-
garding foreign support made apparent in the last French draft.

FORESEES CONTROLS BY UNITED BTATES

When efforts are directed toward Europe llell)ing herself in the
first place and developing her economic potentialities as well as the
exchange of goods 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 contrudiction to the interests of European countries
since it might lead to a denial of their economic independence, which
denial is incompatible with naticnal 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 Europe 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 waich
bg'ilngs nations closer together and facilitates the task of their mutual
aid.
There exists, however, a different form of international cooperation
based on the predominant position of one or several strong powers in
relation to other countries which slip into the position of sugbordinated
countries deprived of their independence.
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FRENCH PLAN REJECTED

It is perfectly obvious that the first form of cooperation between
states when they act as parties possessing equal rights is radically dif-
ferent from the second form of international couperation, when 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 srmnﬁicng his affairs at the expense of other countries of les:
strength or size because this has nothing in common with normal cooj.-
erntion between states.

The Soviet Governnient, considering that the Anglo-French plan to
set up a special crganization for the coordination of the ecovoinies of
European states wounld lead to interference in the internal u{airs of
European countries, particularly those which have the greatest need
for outside nid, 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
ans positive results.

n the other hand the Soviet Union favors the fullest development
of economic collaboration between European and other countries on
n healthy basis of equality and mutual respect for national interests
and has itself constantly contributed and will contribute to this end
by the expansion of trade with other countries.

DIVIDED GERMANY 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 thuse Allied
lc:;untries which had suffered from German aggression still remain to

met.

Therefore, not only is no special concern being shown for those
countries 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 axpedite the setting u
of an all-German government which would be qualified to take care o
the needs of the German people better than anyone else.

On the contrary the policy of federalizing Germany is still bein,
carried out in the western sones of Germany as well as the line- o
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 Germanly as & united democratic state form-
ing part of the European family of peace-lovi-. ; .twces.
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PREDICTS “NO G0OD RESULTS"

What would the imiplementation of the Franco-British proposal
concerning the setting up of a special or‘,muizmion or of a stecring
committee for the elaboration of a comprehensive European economic
program lead to?

It would lead to no good results.

It would lead to Great Britain, France, and that group of countries,
which follows them separating themselves from the other European
states und thus dividing Enrope into two groups of States and creating
new difficulties in the relations beteen them.

In that case Americun credits would serve not to facilitate the eco-
nomic rehabilitation of Europe but to make use of some European
countries against other European countries in whatever way certain
strong powers secking to establish their domination should find it
profitable to do so.

The Soviet Government considers it necessary to caution the gov-
ernments of (ireat Britain and of France agrinst the consequences of
such action which would be directed not toward the unification of the
efforts of the countriex of Europe in the task of their economic re-
habilitation after the war, but would lead to oppusite results which
have nothing in common with the real interests of the peoples of
Europe.

By Mg. Bevis

Mr. Molotov's abjections to the Franco-British program were 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 those misrepresentations in-the hope
that someone would at least believe them. The British documerts
would speak for themselves,

1t is a fundamental principle by which we work not to interfee
in the internal affairs ofl other countries and we hope the national sov-
creignty of European powers will be recognized and respected equally
by everyone while this attempt is being made to achieve economic
cooporation.

From the beginning I have seen in the Marshall pmposnl 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
dorhination of any one state,

When this meeting began I had hoped that &1l three of us would
be able jointly to give Europe a lead, to cooperate in finding a way
to "F“t the continent on its feet again.

hat 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 MOLOTOV 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 thrents before,
It is not the sort of prospect which will deter us from doing what we
consider our duty.

Nevertheless, 1 profoundly regret that threat.

Our policy is to dominate none and to cooperate with everyone. We
shall work as closely us we can with the United Nations organization
and inform it and its various bodies and all the governments of what
we are doing.

1f there are governments which will not cooperate, then we shall at
least have discharged our duty by trying to help them.

I regret that in the course of the meeting, suspicions have been
expressed 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, Bivavur

I have heard with much interest, and also with some disappoint-
ment, the declaration of Mr. Molotov. His conclusion puts my coun-
try on guard. I would like for my part to put the Soviet delegation
on guard aguninst uny action which might result in separating Kurope
into two groups.

So far as it is concerned, the French Government rejects every sus-
picion of hegemony. The interest of European peoples is to be united
and not to be divided. The universe is witness that France has done
all she can to prevent such a division, and she solemnly declines all
responsibility for the consequences of a decision which she 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 ndded 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 even more uncertain if the facts of the problem are not respected
and if naturally Europe does not speak up to say—1I repeat this for
at least the fourth time—what she can do for herself and what we
as a whole are lacking.

DENIES BEEKING 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 Jearned
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 1n 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 'pnrticipute if they so cesire and my information is that
a great number of them wish to participate. Their henevolent co-
oPerntion will be very welcome. watuvally no cooperation other
than benevolent cooperation can be accepted. -

All hypotheses wLich have been put forth by Molotov—one, for
example, that Poland would be obliged to concentrats on coal to
the detriment of other industries, that Czechoslovakin 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.

REABSURES OTHER 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-

tion :
galese three couniries need help. All that would be asked of them
is what they are capable of providing from their side to Europe
in exchange for possibie aid which would come first of all from
other European countries and later from Americe.

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? That
is a question which has been posed. 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 carvied on with respect for mutual
independence. and colluboration which does not respect that independ-
ence is without value.

It is consequently in independence and for independence that their
coosm:'ntmn 18 sought. * * * It is a question in the first place
of the individual effort of each state which nothing can replace. Each
state ought do the maximum possible with the means which the
destruction of war have Jeft to it to reconst :uct itself.

Then 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 another Cuitinent which emerged from war
unscathed and whose resorcces are immense, to aid countries which
have horribly suffered because they were the first and the principals
to endure the horror. ‘

SAYS UNITED STATES HAS LEADING ROLE

I reslize that a term has been glaced in the French delegation’s
proposal—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 ourselves—I might recall that in French
vietory and in French deteat at Marengo, at Waterloo, the decisive
role was played by several thousand men who arrived at the lust mo-
ment. It was the decisive role but it was not the principal role.

As to the principal role we will assume it is each of us, all of us to-
ether, I hope, while the decisive role for several months to come we
ox;e will be played by the United States,

he United States is the several thousand men who will decide the
battle and victory ngrinst misery.

So far as Germany is concerned I want to say ngain what I had
to sny yesterday. The position of the French Government is not
changod on the question of reparations. The only reference to it in
the French proposal provides f!or consultation of commanders in chief,

As for countries which suffered from the war which were victims
of Hitlerian aggresion I have myself mentioned in a spirit of sympathy
for ({;? Soviet proposition the possibility of setting up all priorities

ossible,
P I now see reappearing, it is true, the idea of a unified government
fo: Germany to which, as is well known, the French Government is
not at ail favorable, at least not today. 1 want to recall that this
matter cannot be the object of three-sided deliberation. Thus on all
points concerning Germany it seems to me they were answered yester-
day. T do not want to embark upon useless repetition.

'I‘he French propesition does not and will not intend to enchain the
economies of smaller countries but on the contrary to liberate them.

The day when we have modernized our economy, 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-
pendence is not achieved in misery and isolution but aflirraed in human
cooperation and prosperity.






13b. BEVIN AND BIDAULT AT OPENING OF PARIS
CONFERENCE

(From New York Tlwmes, July 13, 1047)

PARIS, July 12 (AP).—Following are the texts of the statcments
of French Foreign Minister Bidault and British Foreign Secretary
Bevin at the opening session of the Paris aid conference:

Br M. Bmaurt

For the first time since the end of World War II, nations which
history purted 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 re&l:sented at this meeting, Everything that was in our
Eower has been done to obtain a favorable answer from a unanimous

‘urope 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 well 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 generntion
the first universal disaster that struck humanity, Europe, our Conti-
nent, cradle of modern civilization, is weakened and ravished. A
great statesman, Mr. Marshall, addressed 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 Amer-
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 which I notice without wishing to explain it, that

163
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this cotifercnce was a menace not only to the sovereignty of nations,
but also to their independence.

In of position to this charge, whose insistence does not compensate
for its inexactness, the sovereiguty and the independence of the nations
are here, taday, being uﬂinm-u‘i.

What is the object of this present conference! Simply to establish
an organization which can tally the balance sheet of Europe's resources
and needs,

It is indispensable that this be done quickly This is the reason
why the Franco-British invitation was handed to you the day after
the brcak-up of the Three-Power Conference at P’aris.  This is also
the reason why such a short period was left for an anawer.

Tomorrow, numerous nations will no longer know how to meet the
purchase of essential gouds which they are forced to make by the
current distress of our continent without holding corresponding re-
sources in foreign currency.

STRESSES FREEDOM OF ACTION

Such is the motive for the initiative taken in common by Great
Britain and France in the mutual interest of Europe, having failed
to assuciate the Soviet Union in their invitation.

We have absolutely no intention of impusing views or methods,
even less to employ this conference to establish in Europe a hegemony
with which you know, gentlemen, that you are not here threatened,

What we are prulmsmg to you is to organize, freely and according
to what we decided altogether, the eflort of European nations here
present so as to limit the assistance of the United States to strict
necessities; that is, what we ourselves cannot do for ourselves by our
OWN Ineans.

It has been alleged that the unavowed aim of our meeting is to
rebuild Germany first.  The resources of Germany ought to be utilised
for Europe. Germany included. I want to emphasize in the name
of the French delegation that any other interpretation is improper.

The hour has come to construct a Europe, not—as a great lg:ench
voice, that of Aristide Briand, proclaimed already 20 years ago—not
against other nations, not agminst any other country or group of
countries, but for a better disposition of the immediate conditions of
wace to put an end to a state of anarachy which gives rise to conflicts

y maintaining distress,

The whole of Europe is not present here but those who are present
have the right to speak in her name, and to act for her.

R inforements will come, T 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 destiny of Europe by returning
her to the place which was hers, since the deepness of the ages, in the
life of the civilized world.

The noble initiative of the Government of the United States is for
o}l:r peoples and appeal which we cannot ignore without betraying
them.



THE EUROPEAN RECOVERY PROURAM 165

Together, then, we will make. and make it quickly. the effort of
mutual self-nid which will make us worthy of being nided.

For generations, men of all countries who rejected a seltish nutional-
ist have longed for this assembly which is being held today. Let us
be proud to be witness to it and to be the good craftsmen of a task
dreamed of for centuries and. at the present time, urgently necessary.

I repeat that we did not want any refusal, that we spared no effort
to make our gathering more numerous.  Such as it is, our meeting is 8
great motif for hope for all of us who are here and for all those who
will follow.

By Mr. Bevix

Gentlemen, I wonl@ like to express to you my thanks for electing me
chairman of this conference.

I regard this as an historic conference.

On behalf of my Government I desire to express our thanks to so
many countries for their prompt response to the invitation which the
French Government and His Majesty's Government took the respon-
sibility of issuing.

The political dificulties which have inevitably arisen as a result of
the war will take a considerable time to settle. In the meantime, there
is the vexed problem 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
grapple immediately with the European problem as a whole. It was
continent speaking to continent.

We believe that an energetic approach to the economic problems 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-
ful, 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 interlering with the covereignty of small nations, after the suffering
that we have incurred in their defense in two world wars, is a charge
which, history itself by our actions proves, I think. to be just nonsense.

‘The motive, therefore, that prompted us in taking this step was a
desire to utilize by voluntary, I emphasize voluntary, arrangemen
the resources of E{lrope in order that they may benefit the whole o
Europe and, indeed, assist her to get back to the proud independence
she enjoyed so long, only utilizing the supplementary assistance offered
by Mr. Marshall to facilitate that end.

DENIES POLITICAL LINKS

I repeat. therefore, that this conference is economic and not political
in its conception or intention.

On belulf of the British Government T am authorized to state that,
not only its own resources but, insofar as it can influence them, the
resources of the great Commmonwenlth will be directed as far as possible
to help rehabilitate Europe. We regard that not only as our duty but
a8 our interust, since the quicker Europe can be brought back to a
state of economic health the more we shall all mutuslly benefit.
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It is & matter of pegret that certain countries in eastern Europe
have not been able to attend this conference, and if one follows the
news ad views expressed I am sure they regret it as much as we regret
their absence.  We fully understand, and we express our sympathy.
But I think that I voice the general sentiment of all the countries, not
only in this conference but outside Europe, when 1 say that 1 think
it is their wish, as certainly it is ours, that the door shall remain wide
open to all those of good will who want to contribute to the healthy
life of Europe.

But this is a busiiess meeting, and it is essential to expedite our
business with the grentest possible speed.  We hinve no iden of setting
u}) # permanent organization rival to the United Nutions, 1t is a piece
of ad hoe machinery to geapple with this special problem, and, I repeat,
effective and quick action is required.

Our loyalty to the United Nations remains as it always hias, complete
and firm, ard we are anxious to work in cooperation to the fullest pos-
sible extent with the approprinte organs of the United Nutions; but I
repeat again that the prime purpose of our action was to respond to
the United States proposal.

The British and French Governments, in their invitations, have
wmade cortain suggestions. These suggestious are based on the prin-
ciple that the reliet of the European countries st relate to European
resources s well as European needs.  We must pay particular atten-
tion to the commaditios in short supply in Europe, particularly food
and agricultural products, coal and power, iron and steel, trunsport,
bulunce of payments, immigration, and problems of that character.

Our first inmediate step, therefore, ~hould be to agive that an or-
ganization be set up. I sugguest that it would be inappropriate for
the Ministers to work out the details relating to the organization, and
1 would suggest that our first step should be to create a working com-
mittee representing all the members of the coaference to examine
these questions and to report back to tlns conference in the shortest
pussible time. T suggest that this working comnittee ought to be
uppointed at once and get to work at onee. To this end I would pro-
Jrose Lo submit a suggestion for consideration to the conference, which
I suggest we should proveed to discess forthwith,

The resolution which 1T would suggest in order that the comuuittee
might get to work and obtain the views of all the governments is as
folfows: ,

“Resolution submitted by the United Kingdom delegation.

“This conference. having noted the suggestions contained in the
annex to the invitations issued by the British and French Governments
on July 4. further resolves to st up 18 a matter of urgency a series
of committees which shall weet in Paris to prepare a response to the
suggestions of the United Swates throngh their Secretary of State and,
for this purpoee,

“Appoints at once a working committee on which all countries mem-
bers of this conference shull He represented to consider the question of
the orgauization of the commitiees cencerned with particular reference
to the conduct of buciness and membezshir of these committees and
to produce a report for consideration by the conference on July 15.”



Ha. PUBLIC LAW 75—EIGHTIETH CONGRESS

| Crarren 81 —Ist Seastox |
8. 938

AN AT
To provide for assistutice to Greeee and Tarkey,

Whereas the Govermments of Greece and Turkey have sought from
the Government of the United States immedinte financial and
other assistance which is necessary for the maintenance of their
national integrity and their surviva® as free nations; and

Whereas the national integrity and survival of these nations are of
importance to the security of the United States and of all freedom-
loving peoples and depend upon the receipt at this time of assistance ;
and

Whereas the Security Council of the United Nations has recognized
the seriousness of the unsettled conditions prevailing on the border
between Greece on the one hand and Albania, Bulgaria, and Yugo-
sluvia on the other, and. if the present emergency is met, mny
subsequently assume full responsibility for this phase of the prob-
lem as a result of the investigation which its commission is cur-
rently conducting; and

Whereas the Food aud Agriculture Orgunization mission for Greece
recognized the necessity that Greece veceive finaneial and economie
assistanee and recommended that Greece request such assistance
from the appropriate agencies of the United Nations and from the
Governments of the United States and the United Kingdom and

Whereas the United Nutions is not now in & position to furnish to
Greece und Turkey the financial and economie assistance which is
immediately required; and

Whercas the furnishing of such agsistance to Greece and Turkey
by the United States will contribute to the freedom and inde-
penden e of all members of the United Nations in conformity with
the principles and purposes of the Charter: Now, therefore,

Be it enacted by the Senate and Hovse of Representatives of the
United States of America in Congress assemdled, That, notwithstand-
ing the previsions of any other law, the President may from time
to time when he deems it in the interest of the United States furnish
assistance to Gireece and Turkey, upon request of their governments,
and upon terms and conditions determined hy him—

(1) by rendering financial aid in the form of loans, credits,

grants. or otherwise, to those countries; :

(2) by detailing to assist those countries any persons in the

emplay of the Government of the United States; and the pro-

vistons of the Act of May 25, 1938 (52 Stat. 442), as amended,
- 167
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uf)plicuble to personnel detailed pursuant to such Act, as amended,
shall be applicable to personnet detailed pursuant to this para-
graph: Provided, howerver, That no civilun personnel shall be
assigned to Greeea or Turkey to administer the purposes of this
Aet until such personnel have been investigated by the Federul
Bureau of Investigation;

(3) by detailing a limited number of members of the military
services of the United States to assist those countries. in an
advisory capacity only; and the provisions of the Act of May 19
1926 (44 Stat. 565), as amended, applicable to personnel detailod
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-
ment for by manufacturé or otherwise and the transfer to, those
countries of any articles, services, and information, and (B) the
instruction and training of personnel of those countries; anc

(5) by incurring and defraying necessury expenses, including
administrative expenses and expenses for compensation of per-
bﬁllll(z, in conneetion with the carrying out of the provisions of
this Act,

Skc. 2. (a) Sums from advances by the Reconstruction Finance
Corporation under section 4 (a) and zmm 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-
ment of the Government. Any amount so allocated shall be available
a8 advancement or reimnbursement, und shall be credited, at the option
of the department, agency, or independent establishment concerned,
to appropriate appropriations, funds or accounts existing or estab-
lishe(} for the purpose,

(b) Whenever the President requires puyment in advance by the
Government of Greece or of Turkey for assistance to be furnished to
such countries in accorduace with this Act, such payments when made
shall be credited to such countries in accounts established for the
purpose. Sums from such accounts shall be allocaid to the depart-
ments, agencies, or independent establishments of the Government
which furnish the assistunce for which payment is received, in the
same manner, and shall be available and credited in the same manuer,
as allocations made under subsection (a) of thisvaction. Any portion
of such allocation not used as reimbursement shall remain available
until expended.

(¢) Whenever any portion of an allocation under subsection (a)
or subsection (b) is used as reimbursement, the amount of reiraburse-
ment shall be available for entering into contracts and other uses
during the fiscal year in which the reimbursement is received and the
ensuing fiscal year. Where the head of any department, ugenc{, or
independent establishment of the Governiuent 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) Puyment in advance by the Government of Greece or of
Turkey shall be vequived by the President for any articles or sorvices
furnished to such country una - paragraph (4) (A) of section U if
they are 1s¢ paid for from fuads advanced by the Reconstruction
Finance Corporation under section 4 (a) or from funds appropriated
under authority of section 4 (b).

(2) No department, agency, or independent establishnent of tho
Government shall furnish any articles or services under paragraph
(4) (A) of section 1 to cither Grevce or Turkey, unless it receives
advancements or reimbursements therefor out of allocations under
subsection (a) or (b) of this section.

Skc. 3. As a condition precedent to the receipt of any assistance
pursuant to this Act, the government requesting such assistance shall
agres (a) to permit free access of United States Government cfficinls
for the purpose of observing whether such assistance is utilized cffec-
tively and in accordance with the undertakings of the recipient
government; (b) to permit representatives of the press and radio
of the United States to observe freely and to report fully reparding
the utilization of such assistance: (¢) not to transfer. without the
consent of the President of the United States, title to or possession of
any article or information transferred pursuant to this Act nor to
permit, without such consent, the use of any such article or the use
or disclosure of any such information by or to anyone not an officer,
employee, or agent of the recipient government: (d) to mnke such
provisions as may be required by the President of the Unite.l States
for the security of any article, service, or information received nur-
suant to this Act; (e) not to use any part of the proceeds of any loon,
credit, grant, or other form of aid rendered pursuant to this Act
for the making of any pavment 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 withm such
country as to the purpose, source. character, scope, amounts, and
progress of United States economic assistance carried on therein
pursuant to this Act.

Skc. 4. (n) Notwithstanding the provisions of any other law, the
Reconstruction Finance Corporation is authorized and direeted, until
such time as an appropriation shall be made pursuant to subeection
(b) of this section, to make advances, not ta exceed ir the aggregate
$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 herebv authorized to be appropriated to the President
not to exceed $400,000,000 to carry out the provisions of this Act.
From avpropriations made under this anthority there shall b+ rennid
to the Raconstruction Finance Corporation the advances made by it-
under subsection {a) of this section.

Sec. 5. The President may from 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 power or nuthor-
ity conferred upon him pursuant to this Act through such depart.
ment, agency. independent estahlishment, or officer of the Government

as he shall direct.
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The President is directed to withdraw any or all aid authovized
herein under any of the following circumstances:

(1) If requested by the Government of Greece or Turkey.
respectively, representing a majority of the people ot sither sich
nation

(2) If the Security Council finds (with respect to which find-
ing the United States waives the exercise of any veto) or the
Gienernl Assembly finds that action taken or assistance furnished
by the United Nations makes the contintiunce of such assistance
unnecessary or undesirable;

(3) If the President finds that any purposes of the Act have
been substantially accomplished by the nction of any 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.

Skc. 6. Assistance to any country under this Act may, unless sooner
terminated by the President, be terminated by concurrent resolution
by the two Houses of the Congress.

Sec. 7. The President shall submit to the Congress quarterly re-
Forts of expenditures and activities, which shall include uses of funds

y the recipient governments, under suthority of this Act.

Sec. 8. The chief of any mission to any country receiving assist-
ance nnder this Act shall be apnointed by the President, by and with
the advice and consent of the Senate, and shall perform such fune-
tions relating to the administration of this Act ns the President shall
prescribe,

Approved May 22, 1947,



14b. JOINT RESOLUTION PROVIDING FOR RELIEF TO
DEVASTATED AREAS

[PrsLic Law 84—801H_Co Noress]
[Charrer 90—1sT Session]
[H. J. Res. 153)

JOINT RESOLUTION

Providing for relief assistance to the people of countrles devaxstated by war

Resolved by the Senate and House o/ Representatives of the United
States of America in Congress assembled, That there is hereby anthor-
ized to be uppmprinml to the President not to exceed $330400.000
for the provision of relief assistance to the Yeopla of countries devas-
tated by war, such relief assistance to be limited to the following:
Food, medical supplies, processed and unprocessed materinls for
clothing, fuel, fertilizer, pesticides, and seed: Provided, That from
the funds authorized under this section the President shall make con-
tributions to the International Children's Emergency Fund of the
United Nations for the speciul cave and feeding of childven, and such
contributions shall not be subject to the limitations and requirements
provided in this joint resolution, but after $15,000,000 has been so
contributed, no further contributions shall be made which would
cause the nggregate amount so contributed by the United States (1)
to constitute more than 57 per centum of the aggregute amount con-
tributed to said fund by all governments not receiving assistance from
said fund, including the United States; or (2) to exceed $10,000,000,
whichever is the lesser.

There shall be established and maintained, nut 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 Investigntion. Such missions shall have direct supervision and
control, in each countr{, 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 up
to the city or local community where such supplies are actually made
available to the ultimate consumers.

Not more than $15,000,000 ¢f the funds authorized under this joint
resolution shall be available for relief in any countries or territories
other than Austria, Greece, Hungury, Italy, Poland, Trieste. and
China. This provision shall not imply any obligation to give velief
to any of the countries mentioned,
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Notwithstanding the provisions of any other law, the Reconstrue-
tion Finance Corporation is authorized and directed, until such time
us an appropriation shall be made pursuant to this section, to make
advances, not to exceed in the aggregate $i5,000,000, to carry out. the
provisions of this joint resolution, in such manner and in such amounts
us the President shall determine. From appropriations authorized
under this section, there shall be repuid to the Reconstruction Finance
l(I)m-|_>omtion the advarices mude by it under the authority contained

erein.

Sic. 2. (a) Under the direction of the President, such relief assist-
ance shall be provided in the form of transfers of supplies, or the
cstablishment in this country of credits subject to the control of the
President, in such Tmntili(-s and on such terms as the President may
determine; except that no such tran:fers of supplies or establishent
of credits may be made ufter June 30, 1948, and except that not more
than 6 per centum of the amount herein authorized shall be used for
the procurement of supplies outside the United States and its Terri-
tories and possessions,

(b) In carrying out this joint resolution, funds authorized herein
muy be used to puy necessary expenses related to the providing of
such relief assistance, including expenses of or incident to the pro-
curement, storage, teansportation, and shipment of supplies trans-
ferred under subseetion (n) or of supplies purchused from credits
established under subsection (a).

(c) Funds authorized under this joiut resolution may be allocated
for any of the purposes of this joint resolution to any depsrtment,
ageney, or independent establishiment of the Government and such
sums shall be available for obligntion and expenditure in accordance
with the lnws governing obligntions and expenditures of the depurt-
ment, agency, or independent establishment, or organizational unit
thervof concerned, und without regard to sections 3709 and 3648 of
the Revised Statutes, us nmended ( (.7 8. C., 1940 edition, title 41, sec. 5,
and title 31, sec. 529).

(d)_ Such additional civilian employees as may be requived by the
War Department in connection with the furnishing of pnwurefiwnt,
storage, trausportation, aud shipment services under this joint reso-
lutien and which services nve paid for from funds heremn authorized,
skall not be counted as civilinn employees within the meaning of sec-
tion 607 of the Federal Employees Pay Act of 1043, a5 amended by
section 14 of the Federnl Empf‘uyvm Puy Act of 1946, ’

(e) When any depsrtment, agency, or independent establishment
of the Covernment veceives request from the government of any coun-
try fur which eredits have been established under subsection (a) and
reeeives. from eradits so established, advancements or reimburse-
mentx for the cost and necessary expenses, it may furnish, or pro-
cure and furnish (if advancements are made), snpplies within the
category of velief assistance as defined in section 1 and may use
sutns so 1eceived for the purposes set forth in subsection (b) of this
section. When any such reimbursement is made it shall be credited,
at the option of the department, agency, or independent establish-
ment concerned, either to the appropriation, fund, or aceount utilized
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in incurring the cYligation, or to an appropriate appropriation, fund,
or account which is current at the time of such reimbursement.

(f) In order to supplement the general relief assistance mude avail-
able under the terms of section I and to effect the economical and
expanded use of Americun voluntary relief contributions, funds
authorized under this joint resolution, not to exceed $5,000,000, 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 agencies, and in such quantities and kinds and for such
purposes as the President may determine to be essential supplements
to the supplies provided for such general relief assistance,

g) The relief supplies provided under the terms of this joint reso-
luticn shall be procured and furnished by the appropriate United
States procurement agencies unless the President shall determine
otherwise,

Skc. 3. No relief assistance shall be provided under the authority
of this joint resolution to the people o} uny country unless the gov-
ernment of such country has given assurunce satisfactory to the Presi-
dent that (a; the supplies transferred or otherwise made available
ursuant to this joint resolution, as well as similar supplies produced
ocally or imported from outside sources, will be distributed amon
the people 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 permitted to observe freely and to repoit fully regarding the dis-
tribution and utilization of such supplies; (¢) full and continuous
publicity will be given within such country as to the purgose, source
character, scope, amounts and progress of the United States relief

wogram 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, no
articles of the same character will be exported or removed from such
country while need therefor for relief purposes continues; (e) such
country has taken or is taking, insofar as possible, the economic meas-
ures necessary to reduce ita relief needs nnd to provide for its own
future reconstruction; (f) upon request of the President, it will fur-
nish promptly information concerning the production, use, distribu-
tion, importation, and exportation of any supplies which affect the
relicf needs of the people of such country; (g) representatives of the
Government of the United States will be permitted to supervise the
distribution among the people of such country of the supplies trans-
ferred or otherwise mm{e uvailable pursuant to this joint resolution
(h) provision will be made for a control system so that all classes o}
people within such country will receive their fair share of essential
supplies; and (i) all supplies transferred pursuant to this juint reso-
lution or weyuired tarough the use of credits established pursuant to
this joint resolution and any articles processed from such supplies,
or the containers of such supplies or articles, will, to the extent prac-
ticable, e marked. stamped, branded, or lnbefed in 8 conspicuous place
ns legibly, indelibly, nms sermanently as the nature of such supplies,
articles, or containers wih permit in such manner as to indicate to
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the ultimate consumer in such country that snch supplies or articles
huve been furnished by the United States of America }or relief assist-
anee: or if such supplies, articles, or containers are incapable of being
so marked, stamped, branded, or labeled, that all practicable steps
will be taken to inform the ultimute consumers thereof that such sup-
lies or articles have been furnished by the United States of America
}or relief assistance.

Sec. 4. When supplies are transferred or otherwise made available
to any country pursuant to this joint resolution, the President shall
cuuse representntives of the Government of the United States (1) to
supervise the distribution of such supplies among the people of such
vountry, (2) to observe and report with respect to the carrying out
of the ussurances given to the President pursuant to section 3, and
(3) to seek arrmiyrements that veparations payable from current pro-
duction by any such country to anv other country by treaty be post-
poned during the period of such relief.

With respect to the furnishing of relief assistance pursuant to this
jeint resolution, the President shail appoint, by and with the advice
and consent of the Senate, a ficld administrator who shall divect the
supervision of such relief assistance, Such sdministrator shall receive
compensation at & rate not to exceed $12,000 per annum, and any
necessary expenses, as the President shall detern.'me.  He shall act
in nccordance with the instructions of the President.

The authority of the President under sections 2 and 3 and under
thix section mny. to the extent the President directs, be exercised by
the Secretary of State.

Skc. a. (a). The President shall promptly terminate the provision
of relief assistunce to the people of any country whenever he deter-
inines (1) tiat, by reason of changed conditions. the provision of
relief assistance of the character authorized by this joint resolution
is no longer necessary. (2) that any of the assurances given pursuant
to section 3 are not being cazried out, (3) that an excessive amount
of any supplies transferred or otherwise made available pursuant to
this joint resolution, or of similar supplies produced locally or im-
ported from outside sonrces, is being used to assist in the mainte-
manee of armed forcex in such country, or (4) that supplies trans-
ferred or otherwise made available pursuant to this joint resolution,
or similar supplies produced locally or imported from outside sources,
are being exparted or removed from such country.

(h) Relief assistance to the people of any country. under this joint
resolution, shall, unless sooner terminated by the President, be ter-
minated whenever such termination is directed by concurrent resolu-
tion of the two Houses of the Congress.

See, 6. To the extent that velief supplies procured with funds
authorized under_this joint resolution are not furnished on terms of
repayment in dollars, they shall be furnished only upon condition
that the government of the receiving country agree that when it sells
such relief supplies for loeal curvency (a) the aniounts of such local
enrrency will be deposited by it in a specinl account: (b) such account
will be used within such country, as a revolving fund, until June 30,
1948, only upon the approval of the duly authorized representative of
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the United States, for relief and work relief purposes, including locul
currency expenses of the United States incident to the furnishing of
relief; and (c¢) any unencumbered balance remaining in such account
on June 30, 1948, will be disposed of within such country for such
pllrﬂmses us the United States Government, pursuant to Act or joint
resolution of the Congress, may determine,

Skc. 7. The Presideig shall submit to the Congress quarterly re-
ports of expenditures and activities under authority of this joint
resolution,

Approved May 31, 1947.






15. AGREEMENT ON AID TO GREECE

(8igned at Atheus, June 20, 147 ; entered into force June 20, 1047.)

The Government of the Kingdom of Greece having requested the
Government of the United States of Ameriea for finaneinl, material,
and technical assistance to avert economie erisis, promote national
recovery, and restore internal tranquillity ; and

The Congress of the United States, in the Act approved May 22,
1047, having authorized the President of the United States to furnish
such assistance to Greece, on terms consonunt with the sovereign
independence and security of the two countries; and

The Government of (Gireece, in a note to the Government of the
United States of June 15, 10472 having proposed certain measures
within Greece which it deems essential to the effective use of United
States assistance and of Greece’s own resources in promoting recon-
struction and recovery in (ireece as soon as possible; and

The Government of the United States and the Government of
Greece believing 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 Ameri-
can and (ireek peoples:

The undersigned, being duly authorized by their respective Govern-
ments for that purpose, have agreed as follows:

ArticLE 1

The Government of the United States will furnich the Government
of (ireece such assistunce as the President of the United States may
anthorize to be provided in accordance with the Act of Congress
u‘[‘)pmved May 22, 1947, and any Acts amendatory or supplementary
thereto.

ARTICLE 2

The Government of Greece will make effective use of any assistance
furnished to Greece by the United States and of (ireece’s own resources
in order to advance reconstruction and secure recovery in Greeco as
soon as possible. To this end the Government of Greece has alread
undertaken, and hereby agrees, to effectuate the measures pro )oseg
in its note of June 15, 1947, to the Government of the United States
and will take such further action as may be appropriate.

1 Publie Law 75, 80th Cong., post, pp. 32-36.

* Posl, p. 27.
? Treaty Reries 903 ; 59 Stat. 1031,
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ARTICLE 3

The Government of the United States will send to Greece a mission
to be kuown as the American Mission for Aid to Greece (hereinafter
referred to as the American Mission), The Chief of the American
Mission, designated by the President of the United States, will repre-
sent the Government of the United Stutes on matters relating to the
assistance furnished under this agreement,

Awnicrr 4

The Chief of the American Mirsion will detertiine, in consultation
with representatives of the Governmient of (ireece, the terms and con-
ditions upon which specified ussistunce shall from time to time be
furnished under this Agreement.  Under the divection of the Chief,
the Mission will provide such advisory assistance and will exeicise
stich functions as nre necessary amd proper to assist the Government
of Greece to make the most effective use of any assistance furnished to
(ireece by the United States und of (ireece's own resources and thereby
to advance recontriction and sevure recovery in Greece as soon us
possibie.  Certain of these functions are contained in the measures
proposed hy the Governuent of Greece in its note of June 15, 1947,

ARrTICLE B

The Government of Givece will furnish all practicable assistance
to the American Mission to facilitate the performance of its functions,
the movement of Mission personnel to, in or from (Ireece, the employ-
ment of (ireek nationals and residents, the acquisition of faci&iﬁos
and serviees, and the performance of other activities of the Mission,
The personnel of the American Mission nid the property of the Mis-
sion and of its personnel shall enjoy in Greece the same privileges
and immunities as ave enjoved by the personnel of the United States
Embusy in Greece and the property of the Embassy and of its
personnel.

AnticLe 6

The Government of Greece will permit the members of the American
Mission to observe freely the utilization of assistance furnished to
Gireece by the United States. The Covernment of Greece will main-
tain such accounts and records. and will furnish the American Mission
such reports and information, as the Mission may request for the
performance of its functions and responsibilities.

ArTicLE T

The Government of Greece and the Government of the United
States will cooperate in assuring the peoples of the United States and
Greece full information, consistent with the security of the two
countries, concerning the assistance furnished to Greece by the United
States. To this end—
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(1) Representatives of the press and radio of the United States
will be permitted to observe freely and to report fully regurding the
utilization of such assistance; umf

(2) The Government of Greece will afford the dmerican Mission
opportunity for, and will coopernte with it in providing, full and
vontinuous publicity within Greece, including periodie reports by the
Mission, as to activities under this Agreement and the purpose, souree,
character, scope, nmounts, and progress of such assistunee.

Annicre 8

The Government of Greece will make such provisions as may be
reqquired by the President of the United States for the security of any
urticle, service, or information received pursuant to this Agreement.
It will not transfer, witheut the consent of the President of the
United States, title to or possession of uny such article or informa-
tion nor permit, without such consent, the use of any such article or
the use or disclosure of any such information by or to anyone not an
officer, employee, or agent of the Government of Greece or for any

wirpose other thun that for which the article or information ix
urnished.
Awricrr 9

‘The Government of Greece will not use nuy part of the proceeds
of any loan, credit, grant, or other form of aid rendered pursuant to
this Agreement for the making of any payment on account of the
principal or interest on any loan made to it by any other foreign
government.

The Government of Greece will not, except with the approval of
the Government of the United States, allocate any funds or muke
available any foreign exchange for payment of principal or interest
on the foreign indebtedness now in suspense of the Government of
(ireece and of all public and private debtors.

Anticre 10

Auy or all assistance authorized to be provided pursuant to this
Agreement will be withdrawn—

(1) If requested by the Government of Gireece representing
majority of the Greek people;

(2) 1T the Security Council of the United Nations finds (with
respect to which finding the United States waives the exercise
of uny veto) or the Genernl Assewbly of the United Nations
finds that action taken or assistance furnished by the United
Nations make the continuance of assistance by the Government
of the United States pursuant to this Agreement unnecessury or
undesirable; ,

(3) Under any of the other circumistances specified in section 5
of the aforesaid act of Congress or if the President of the United
States determines that such withdrawal is in the interest of the
United States; or
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(4) 1f the Government of Gireece dows not take reaonable
steps to effectuate those meastites proposed inits note of June
15, 17, or subsequently agreed upon which are exsential to

reconstruction and vecovery in Greece.
Arnicie I

This agreemient «hall take effect as from this day’s date. It shall
continue in force until s date to be ngreed upon by the two Govern-
ments.
Awmicrr 12

This ngrecment shall be registered with the United Nations,
Done in duplicate, in the English and Greek languages, at Athens,
this 20th day of June 1947,
For the Government of the United States. of America:
Lincoln MacVeagh,
LiNcunNy MacVeaan,
Aunbassador Extraordinary and Plenipotentiary.

For the Government of the Kingdlom of Greece:
Constantine Tsaldaris,
CoNMTANTINE THaLbARIs,
Deputy Prime .Vuuafc'r and Minister for Foreign Affairs.



16. CONTROL POWERS NOW IN EFFECT IN THE UNITED
STATES .

Controls over the economy which are now in effect represent only a
small portion of those which were in effect during wartime.!  During
the Eightieth Congress legislation was enacted to eliminate or reduce
to a minimum the wartime controls over exports, imports, domestic
production, distribution, prices, transportation and shipping. Pur-
suant to the cleariy expressed will of the Congress, the executive
branch has used sparingly the controls which were left on the statute
books. There follows a brief outline of such controls as are now pro-
vided by law and the actual use that has been made of them with
particular emphasis on those controls that affect United States export

trado.
Contruls Rerating 10 Exrorts

Export controls are now being used to determine the total quantity
of the exports of particular commadities which leave the country, to
direct the flow of exports to particular countries and in some instances
to particular end-uses within those countries, and to determine the
distribution of export business among United States suppliers and in
some instances among procurement agencies and foreign consigners,

At present approximately 20 percent of total exports are affected by
export controls, the rest being uncontrolled.  The chief purpose behind
these controls and their chief effect is to protect the domestic economy
by limiting the total amount of scurce commendities--those included
in the so-called positive list *—which leave the country. It has been
estimated by the Department of Conunerce that without limitations,
the cxi»ort of these commoadities would have been twice as great as has
actually been the case. However, in the actual issunnce of licenses
within the over-all quotas which has been set? suprort is given
to United States supply commitments* to particular countries,
and limits ate placed upon exports to certuin countries such as Spain ®
and Russia,

A very limited number of controls over the distribution of domestic

¥ . . .
production are exercised in order to force axports which would not be

Y No connidersation I8 ghven here ta ¢ nticls sver muney and ceedit of controls eaerejped
throuzh taxation or tarift datles,

P This list Includes meats, edible olls aud fats, butter, gralns, feeds, nedible olls and
fate, fbers, Jumls e, petioloam, iron had stee), alumbsnin, nonferrous metals, machinery,
rallway cars, coul tae producte medicines, basie chembenls, patnts. fertilizers, and soap.
Exporta of commaditiern on the positive }at are controlled for all countries except Canada,

YQuotas arv genvially set on & quirt tiy luxls.

4 Mure than two thirde of the exports of commodities on the positive st moved to
Furope In July 1947 whereas only onefourth of the exports of comnodities not under

contral wag shipped to Eurape,
S Al expurts to Bpain require 8 apecifle license.  Hut in practice screening hay not been

particularly severe except for itewms for military cnd uses.
181
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made without controls. The only instances of this are tin plate, nitrog-
cnous fertilizer, and machinery for the production of tin plate i
Indonesin—a Inrge portion of which is imported into the United
States.* However, the existence of limited powers to force exports has
in some instances enabled the Department of Commerce to expedite
export shipmeits on a voluntary basis.

A considerable influence over exports is exercised by divect United
States Government procurment for export.  Although Government
purchases arve not large except for wheat, they may be expanded
within the limits of funds provided for foreign relief. Export

uotas are set to cover Government purchases us well as private pur-
chases for export.  In the case of Government purchusing, however,
an export quota night be met which conld not otherwise be met
except through the use of nllocation powers, since the Government
as a purchaser has sufficient funds to procure well in advance of
needs un:d generally is in a position to extract a larger quuntity of
commodities from the domestic market than would result under
commercial export operations,  However, Government procurement
for export is linnted m practice through the establishment of over-all
éxport quotas by commodities and the break-down of these quotas into
United States Government procurement, foreign guvernment pro-
curement, and commercinl procurement. The Government agencies
which are cluimants for export do not have the finnl say as to these
export. quotas or what portion of the quotas fixed will be procured
by United States Government agencies.

Under existing legislation, complete authority to limit exports is
wovided by the Export Control Act of 1940 as amended.” The
Second Decontrol Act of 1847 * extended this authority to February
29, 1948.  Authority 10 allocate domestic production for export pur-
poses is provided by title IIT of the Second War Powers Act? as
restricted and limited by the Second Decontrol Act. This limits
export production allecations to tin, nitrogenous fertilizer, exports
which will facilitate the production abroad of materials critically
needed in the United States. and materinls ' upon the certification
by the Secretury of State on foreign-policy grounds provided the
Secretary of Commerce decides such exports will not have an unduly
adverse effect on the United States economy. In practice, this lnst
provision has never been exercised and, in view of its legislative
iistory, it probubly will not be used except for occasional individual
spot shipments of great importance.

Policy decisions with respect to export controls are made by a set
of interdepurtmental committees including the Advisory Committee
on the Second Decontrol Act. the Review Committee, which is sub-
ordinate to the Advisory Committee, and a few commodity com-
mittees. However, according to the law, the authority of the Sccre-

CHiw Second Decontrol Aet (. L. 1IN, B0th Cong.) specifically provides for such
allocations.

TP L. 3R, THth Cong., June 30, 1942 (50 Ktat 483).

PPOL. 1AR. 80th Cong., July, 13, 1947, Printed in tull below,

1 1, 60T, T9th Cong., approved March 27, 1942 (58 Ktat. 1786).

¥ Fixcept fods, certain fibers and cordage, and fertilizer,
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tary of Commerce is final even with respect to agricultural
commodities." .

With respect to Government procurenient, there are several limiting
laws which are of interest. Revised Statutes 3709-3710 require com-
petitive bidding in Government contracts.’* But this restriction does
not apply to wholly owned Government corporations. ‘The First War
Powers Act,’® which is still in effect, provides thut the President may
authorize exemptions from this and other requirements of Federal law
relating to contracts “whenever he deems such action would facilitate
the prosscution of the war.” Under this act the Presidem has an-
thorized Federal agencies to purchuse without competitive bidding.
However there is considerable question whether purchase for export
under the Euvopean recovery program can be deemed to “facilitate
the prosecution of the war,” so t‘nat even though the Kirst War Powers
Act should remain on the statute books, consideration should be given
to the continuance of the exemption in legislation for the European
recovery program if it is considered to be important.*

The Buy-American Act of 1933 provides that only domestically
produced articles shall be acquired for public use, but this does not ap-
ply to articles acquived for 1se outside the United Stites.’* However,
the Act for the I%«-Iief of Countries Devastated by War provides that
only 6 percent of the purchases for export under that act may be made
outside the United States.'” The Buy-American Act is made appli-
cable to procurement for stock-piling purposes by the Strategic und
Critical Materinls Stock-Piling Act of 1947, but the exceptions con-
tinued in the buy-American law are technically adequate to permit-
forcign purcliases where to use domestic supplieg would result in de-
pletion of United States resources.!

Iptrorrs axo Distrisunion or Istvowign SuprLies

Under section 22 of the Agricultural Adjustment Act as amended,
authority to control imports is provided where needed to protect pro-
grams undertaken under the Soil Conservation Act of 1937 and the
export subsidy provisions (sec. 32) of the act of August 24, 1935, ns
amended. At present import quotas under the authority of these acts
ure in effect only for cotton and wheat.  The Sugar Act of 148 pro-
vides for import quotas and the allocation n{ these quotas among
domestic refineries but these powers are not being exercised.

The Second War Powers Act as amended by the Secoud Decontrol
Act of 1947, provides for authority to limit imports of the following:
tin and tin products,® antimony, chinchona bark, quinine, and quini-

W Escept for specitie iteins such as narcotice, munitions, ele

% The law prosbles an exemption where Inunediate Qelivery Is required.

155 Ntat, eh, 580

1610 hink beer contendsd that by hnplecation P L R4 Soth Cong . Rellef to Coyuntrien
l;--\unmml by War, provhies an esemption for purchases made under the authority of
that act.

B 47 Ktat. 1530 (1833).

®Other exemplions are where the domestie eru- in nnreasonable, where the nna‘-li- fa
Inndeguate, or where [t in held to be in the public interest to procure vntside the United
Staten,

P L. RE, A0th Cong,

a0 Ktat, HO, .

» However, it would b advizable to make this explicll in new legislatlon when spprosed.

»pog, 48K, R0th Coug. .

B Exevpt £ 1 one und concentrates,
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dine purchased by government agencies, fats and oils, rice and rice
products, nitrogenous fertilizers, The Rubber Act * provides for im-
port: controls over rubber and rubber products. The authority over
imports carries with it authority over the domestic distribution of
imported supplics. Responsibility for exercising these controls is
exorcised by the Secretary of Commerce advised by the same inter-
departmental committees referred to under “Controls Relating to
Exports.”

Domestic Autocation oF DoMesticaLLy Provucep MATERIALS AND
Provuors

Controls over domestic distribution are of interest in connection
with the European Aid Program because, in the cuse of tight com-
modities, 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 products, The onIl{y such control that is presently in effect is of
the conservation type. Responsibility for this control 1s vested in the
Secretary of Commerce advised by the same interdepartmental com-
mittees referred to under Export Controls.

RaiLroap TRANSPURTATION

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 fucilities by rail curriers.”® The President has conferved such
puwers on the Oflice of Defense Transportation which has exercised
them sparingly. The chief formal orders of Q. D. T. provide for full
carloading, advance commitments for prompt storage or s}:iploadinj
in the case of shipments to ports in the interest of quick tur-arou
time, and regulations of the use of several hundred high-pressu. o w21k
curs.® O, D. T, hus set up an Advisory Carriers Committee. Throngh
this Committee and through the American Railrond Associntion,
0. D. T attempts to secure voluntary steps on the part of the ronds
to meet transportativn bottlenccks. However, such efforts have not
prevented serious transportation hold-ups in rail movements of both
coul and wheat to ports for export.

Although the 1. C. C. possesses exteusive powers over the use of
rail transportation equipment,® and issues service orders, there is
question a3 to whether its procedures are sufficiently speedy to enable
it to deal effectively with acute rail bottlenecks.

B D [, 24, 80th Cong. This act expires March 1048.
B Buch powers cxpire February 29, 1948,

¥ 8ce 0. D. T. Orders Nos. 1, 18¢, 16a.

# Ses. 1, 10, 14 118, of the 1.'C. C. Act as amended. 1. C. C. bas power to do virtually

everything thaf Q. D. T. has done.
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SuirriNg

Such conirol over vcean shipping as is now being exercised, is
cffectuated through Government ownership of bottoms.  Aside from
the 100 merchant ships operated by the United States Army
Transportation Corps, approximately 1,700 United States owned
vessels nre now being operated under charter or on a cast-plus basis.
In addition 300 tankers are being operuted on an agency busis,
Although the Government has no (ﬁrect control over the routing of
churtered ships, it is unlikely that the churter parties or operators
would refuse to accommodate the Government on urgent export,
shipments, Ilowuver, the Merchant Ship Sales Act of 1946 pro-
vides that all ~hips not sold by Murch 1, 11487 should go into the
Fleat Reserve from which they cannot operate for commercial pur-
poses. Further, appropriation for salaries and administrative ex-

nses in connection with charter hire expire March 1, 1048.%
Vithout the sale of ships presently owned by the United Stutes
Government to either United States or European shil‘?)ing Yines, or
the extension of authority fer the operation of United States ships
under charter agreements, a serious shortage will result.

Existing legislation requires that exports, fostered by loans ex-
tended by any United States agency shall be carried exclusively in
United States bottoms provided they are availuble at reasonable
rutes.®

Misce 1aneous CoN1RroLs

Other control powers still in effect are—

1. Limitations of agricultural production exercised by virtue of
the Agricultural Murtoti:. « Agreement Act of 1937, the Agricul-
tural Adjustment Act of 1938, or the price-support laws. Such pow-
ers are not now being used to any considerable degree,

2. Increases of agricultural production through the price-support
programe.  Such powers are not being used to any grea' extent.

3. Controls over agricultural prices exercised through the various
price-support and production-control programs. These powers are
not now being excreised to uny great extent,

4. Export subsidies in the case of domestic surpluses.®

5. Reguiations of trading on the commedity exchanges under the
Commodity Exchange Act.

6. Power to requisition ships for the defense of the United States
or during an emergency.® This power is not now being used.

¥ P, L. 321; 70th Coug.

T The original date was extemled b{ P, L. 209, 80th Cung.
Ny 1L, 299, Both Cong, July 31, 1947,

» 48 Btat. 360 (1V34)

#TU. 8. C., 1040 ed., 612¢: 36 btat. TTH (1044).

# Sec. 902 of Merchant Marlue Act of 1936.
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CrraTion or Laws

Extract from uct of July 2, 1840, as amended by act of June 30,
1942 (58 Stat. 483), sometimes referred to as Export Coutrol Act:

Src. 6. (a) The President is hereby authorized to prohibit or curtall the ex-
portation of any articles, technjenl data, materials, or snpplles. except under
such rules and regulations as he shall prescribe, ©

(d) The authority granted by this section shall t»rmlnnlo on June 30, 1044,
or upon any prior dute which the (mngrm by concurrent resolution, or the

P'resident, may desiguate, *

Extract from title III of Second War Powers Act, 1942 (56

Stat. 176) :
TITLE JII—PRIVRITIES POWERS

8uo. 801, Bubsection (a) of Bection 2 of the act of June 28, 1040 (54 Stat
@74), entitled “An Act to expedite nationnl defense, and for other purposes,”
as amended by the Act of May 31, 1841 (Public Law No. 89, 77th Cong.), is
hereby sended to read as fullows :

“m 9 (., (1) ¢ &

“2) l)ell\'erlen of material to which priority may be asslgned pursuant to
paragruph (1: shall include, in addition to dellveries of material under cont acts
or orders of the Army or Navy, deliveries of material under—

“(A) Coutracts or orders for the government of any country whose
defense the President deeins vitul to the defense of the United States under
the terms of the Act of March 11, 1041, entitled ‘An Act to promole the
defense of the United States’;

*(18) Contracts or orders which the President shall deem necessary or
appropriate to promote the defense of the United States;

“((') Subcontracts or suborders which the President shall deem neces-
sary or appropriete to the fulilllment of any contract or order as specified
in this subsection (a).

“Deliverics under any coniract or order specificd in this subsection (a) may
be assigned priority over delivcrics under any other comtract or ordir; and
the President may require ucceptunce of and performance under such contructs
or orders in prcference to other contracts or orders for the purpose of assuring
such priority. Whenever the President is satisfied that the fulfllment of
requircments for the defcnse of the Unised RNtates will reault in a shortage in
the supply of any matesial or of uny favilitiea for the defense or for private
acvosnt or for export,-the Prcsident may allocute ssuch material or facilities
in such manner, upon such conditions, uad to such eztent as he shall deem
:«’:ecur”v or apmria:e in the pudlio interest and to promote the national

efense.

% This date was extended several times—on the last occaston by the Second Decoutrol
Act (Public Law 183, 80th Cong., see below).

v
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[FPobLio Law 188—80Tta Cononzes}
[Crarrr 248—18T SxasioN]
[H. R, 3647]

AN ACT

Ty extend certain powers of the President under title I17 of the Second War
Powers Act and the Export Cantrol Act, and for other purposes

Be it enacted by the Senate and House o mi Representatives of the
United States of America in Oongress assembled, That this Aci shall
be cxted as the “Second Decontrol Act of 1047”,

FINDINGS OF Fj

Skc. 2. (8) Ce materials and facilities uytinue in short supply
at home and ghfoad as a result of the war. Th®ontinued exercise
of certain lipited emergency powprs.ig required to cq Iplete the orderly
reconversigf of the domegtic econom a wartiné fo a peacetime
basis, to p ,safety an wel re of the ican people,

iited States. : o
eral pglicy of the
ntrols g}lmatemh
excepf tect theé domestic
econpmy from the m)u verse digribution
of atemls ‘ﬁ 9 i wpd supply; (2) to promote
production in' the Um § e exphnaion and

meid tenance of productipn i 1 F&‘,’ ntries of materials eritically
d in the ted tes, (3t pake amlableto countyies in

dédtjnations would not
e fom@ policy of

Sxc. 8. To gecpfon 2 hereof, title
XV, section 1M d g A 1942, approved
March 27, 1942 ns ) D :

“4Spo. 1501, Ftoepe e Provided ute enacted
during the Ef txed: Oon ncludmg the Firs

1947 and Public Law Numbered 145, approved June 80, 1947) and
except as otherwise provided %mhmuon (b) of this sact!on, titles
L IL IIT, IV, V, V11, and XIV of this Act and the amendments to
exxstmq Isw mads by suich titles shall remain in force only until

81,1 After the amendments mads by any suchtxtleequetobem
foroe any ;rovmons of law amended tbereb (except subsection (a)
of section 9 of the Act entitled ‘An Act to ntagm national d

and for othet p urgm tptﬁoved June 28. as amended
be in full force ‘ thin sct had not been .m&a
STI8—4T—18
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“(b) Title ILI of this Act and the amendments to existing law made
by such title shall remain in force until February 29, 1048, for the
exercise of the powers, suthority, and discretion thereby conferred on
the President, but limited to—

“(1) the materials (and facilities suitable for the manufacture
of such materials), as follows:
“(A) Tin and tin i)roducts, except for the purpose of exer-
cising uuport control of tin ores and tin concentrates;

“( g ntimony ;

%(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-
essors, or other chaunels of distribution, or when made. fromn
any of such waterials so acquired;

%(D) Materials for export required to expand or mnsintain
the production in foreign countries of muterials critically
needed in the United States, for the purpose of establishin,
priority in production and delivery for export, and materia
necessary for manufacture and delivery of the materials

uired for such exroxt;

(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 preducts, for the

purpose of exen‘ising import control only; and nitrogenous
ertilizer materials for the purposes of exercising import
coutrol and of establishing priority in production and delivery
for export;

“(FyoMateriuls (except foods and food products, manila
(abaca) fiber and cordage, agave fiber ind corduge, and ferti-
lizer materials), including petroleum and petroleum ﬁroducts,
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 the

urpose of establishing priority in ;n'oduction and delivery

or export_and materials necessary for the manufacture and

delivery of the naterials required for such export : Provided,

That no such priority based on a certificution by the Secretary

of State shall be effective unless and until the Secretary of

Commerce shall have satisfied himself that the proposed

action will not have an unduly adverse effect on the domestic
economy of the United States; and

“(2) The use of transportation equipment and facilities by rail

carriers.
m:jc{) Notwithstanding the extension through February 29, 1848,
e by subsection (b), the Con by concurrent resolution or the

President may desiguate an earlier vime for the termination of an

power, authority, or discretion under such title III. Nothing ? su

section (b) shall be construed to continue beyond July 15, 1047, any
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authority under paragraph (1) of subsection (a) of section 2 of the
Act entitled ‘An Act to expedite national defeuse and for other pur-
poses’, approved June 28, 1840, as amended, to negotiate contracts with
or without advertising or competitive bidding; and nothing contained
in this sectien, as amended, shall affect the aunthority conferved by
Public Law 24, Eightieth Congress, approved March 29, 1047, or the
Sugar Control Extension Act of 1047."

TEMPORAUY EXTENSION OF CRRTAIN EXPORT CONTROLN

Sec. 4. To effectuate the policy set forth in section 2 hereof. section
6 (d) of the Act of July 2, 1940 (54 Stat. T14), ng amended, is nmended
to read as follows:

4(d) The authority granted by this section shall terminate on Feb-
ruary 29, 1948, or uny prior date which the Congress by concurrent
rezolution or the President may designate.”

EXEMITTION FROM ADMININTRATIVE PROCEDBURE ACTY

Sec. 5. The functions exercised under title III of the Second War
Powers Act, 1942, us amended (including the amendinents to existing
law made by such title), und the functions exercised under section 6
of such Act of July 2, 1940, as amended, shall be excluded from the

operation of the Administrative Procedure Act (60 Stat. 237), except
as to the requirements of sections 3 and 10 thereof.

ADMININTRATION BY SECHRETARY OF COMMERCE

Sec, 6. (1) The Secretary of Conunerce, subject to the direction of
the President, shall have power to establish policies nud programs to
cffectuate the general pohicies set forth in section 2 of this Act, and
to exercise over-all contred, with respect to the functions, powers, and
duties delegated by the President under title IIT of the Second War
Powers Act, 1942, as amended, and section 8 of the Act entitled “An
Act to expedite tlie strengthening of the tutional defense”. approved
July 2, 1140, as amended. The Secretary is further nuthorized. sub-
ject to the direction of the President, to approve or disapprove any
action taken under such celegated authority, and may lmnnulgute
such functions as are necessary and proper to assist the (Government
form the functions, powers, and duties imposed upon him by this
section.

(b) The Secretary shall make a quarterly report. within thirty
days after each quarter, to the President and to the Congress of his
operations under tiw suthority conferred on him by this section. Each
stich report shall contain a recommendation by him as to whether the
controls exercised under title IT1 of the Second War Powers Act, 1942,
as amended, and section 6 of the Act entitled “An Act to expedite the
strengthening of the national defense™, approved July 2, 1940, as
amended, should or should not be continued, together with the current
fucts and reasons therefor. Each such report shall also contain
detailed information with respect to licensing procedures under such
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Acts, allocations and priorities under the Sccond War Powers Act
1042, as amended, and the allocation or sonallocation to countries of
materials and commodities (together with the reusons therefor) under
section 6 of the Act entitled “An Act to expedite the strengthening
of the national defense”, approved July 2, 1940, as amended.

PERSON NEL

See, 7. Notwithstanding any other law to the contrary, pervonnel
engaged in the performance of duties related to functions, powers, and
duties deleguted by the Pressdent under the Second War Powers Act
of 1042, as wmended, and section 6 of the Act entitled “An Act to
expedite the strengthening of the nutional defense”, approved July
2, 1040, as awended, and whose employment was terminated, or who
were furloughed, in June oi July 1947, may be reemploved to perform
duties in connection with the functions, powers, und duties extended
by this Act.

APPROPRIATIONS

Src. 8. There is hereby authorized to be appropriated, out of any
money in the Treasury not otherwise q?m»yru\u y such sums as inay
be necessary to carry out the purposes of this Act.

EFFECTIVE DATR

Sec. 0. This Act shall take effect on July 16, 1847,
Approved July 15, 1947.



17. BASIC ASSUMPTIONS STATED IN THE CEEC, KRUG
AND NOURSE REPORTS

In making estimstes for 8 piriod in the future, it is frequently
necessary to do so on the busis of assumptions which are often stated

explicitly.
a. CoaatiTiee oF EvgoreaN EcoNomic CouPERATION

Certain assumptions made by the Committee of European Eco-
nomie Cooperation in their Genural Report, volume 1, are as follows: !

In making the “Tentative Estimate of the Net Balance of Payments
of the Participating Countries, their Dependent Territories, and W est-
ern Germany i948-51", the assumptions are:

“thut thetr production will jucrease greatly,

that the imports required for this will be availubie,

that a state of full employment and full use of productive resources will be
coutlnuounly maintatned,

that an increasing purt of the needs of the participating conntries aud Western
Geriany cun be obtulved from Eastern Furope, and trom South-East Asls,

that the gowls which the participsiing countries c&n produce for export can be
sold to the American continent and to the rest of the world,

that there will be a progressive reduction in the price of impurts in relativn to
the price of exports, and

that mmunklmun! countries will so fur as necessary be able to pay for such
goods in dollars ¢ pl12). 27

Commenting on the terins of trade, 1948 caleulations of import and
export values are mude at the prices ruling on the first of July 1947.
For 1049, 1950, ard 1951, the assumptions made in the report are:

(a) ‘That for cxports, there will be 2o change in prices as compared with
thowe rullng at fivst of July 1947,

(b) That for imports, prices will be reduced. us computed with drst of
July 1947~

In 14D by 7Y% percent.
In U0 by 10 percent.
In 10651 by 1214 percent.

The amuwption that the prices of exports will be unchauged and that the
prices of huports will be reduced is made in order to put the watter in &
sfmple form. In fuct no doubt the pricvs of both exports and lwports will
vary; but what uatters is the relative change in import prices und export
prives (p. 122).

In drawing up the “Estimate of Balance of Payments of the Partici-
Entmg Countries ( Excluding their dependent territories) and Western

ermany with Nonparticipating Countries,” since not all countries
I CEREAI——

? Rafer to preced| "mﬂ:tm of the Program™ for certain comments on these.assun
t d 1} Eetima t ** 3
‘lonlmlMto_A:pé:-.x‘g:. unofo,uplnu in the complete repert Pnnlr!

101
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provided estimates of their imports and exports for the whole period
194851, to reach total estimates, it has been assumed :

(a) that tetal importg and exporie of all participeting conntries will
chauge in the sume ratio an the total imports und exports of the countries
which have given theie estimntes for JiHB-51: Austria, Franee, Greece,
Ytnly, Netherlnnds, Unlted Kingdom, Germany (Bi-Zone)—which {ogether
neconnt for nearly @3 pereent of the total imports und cxports of the
puirticipnting countries

(1) that the geograpluenl distribiudon of fmports and exporta of all par-
tiviputing countries will chunge duting 134851 in the sume proportions as
the estimated distribntien of the Impuorte and exportx of those countries
which bhave provided estimntes for those Years

(i§) Imrinible Items: The net balunce with ench currency aren I8
asstied to change from 14K to 151 fn the wame ratio as the net balance
of the conntries which bave given entimates for these years.

The Tuble for Technical Committee Goods is based on fgures <up-
plied by Committees for each yenr (pp. 126-25).

b, NaTioNaL Resovicrs axp Fogray Am

Certnin a~suuptions stated explicitly in the “Krug Report™ are as
follows:

The axsuinptions that have beven necessars to deselop the projectione of futnre
capacities und reguirements in this study of nstionsl resources and foreign nid
are i no sense preaslictions, * ¢ ¢ It has been hecessary * ¢ ¢ to nuke
certain busie assurnptions, and these pssumptions have been carried through
each phase of the statistien]l work of the «tudy. ® ¢ ¢

At the time when the data were assembled for these sttudies, no estimntes
of either the levels or the patterns of foreign-aid requirenents were avallable.
Concurrently with the preparation of this report, such requirement figures are
being assembled (1, p. 55).

It was therefore necessary to assunie the general outlines of the foreign-aid
program.  Current high levels of exports were used hoth as an indieation of
the levels and the charavier of the requirements, It was also assowed that the
foreign-aid program will require sbout five years for 1ts completion ; that it will be
# program of diminishing aid over that period: that though relief might be the
immediate task. reconstruction of the Europesn economy would be the ultimate
goul : and finully that the progrion would be predicated upon a policy of requiring
the utinost self-help and mutual sid nmong the participating nations.

The TLavel of Economic Activity., The basic wssumption underlying all of the
projections—that the Americun economy will be characterized by continued high
levels of peactime employment and business activity —was chosen becaune it
prov fdes a conerete limiting cuse and the cnne most Hkely fo result in the maxi-
min seope and intensity of supply-and-resciivee problews (L p. 548),

The assmption of continued high levels of employment does not, in t«elf,
determine the levelr of production and consumption for particular cotuodi-
ek * * ¢ (Lp 6

For the purpose of projecting patterus of cousiuntion as well a8 production,
it has b en assumed that the labor force will continne to inerease at the present
rate of approximately half a milllon per year ag a rexult of national population
growth and the continuation of long-time (rends in the proportion of permons
availuble for work (I, p. 57).

¢ & % Nogeuernl nnd consistent assumptiona with respect to technological
improvements, incressed plant capacity and prodnctivity, greater conservation,
fncressed imports oF similar factors are possible, but these considerations have
heen taken Into account In the study of each cowmodity (1, p 58).

* * & The projection of resource reserves and requirements involves a
number of specialized assumptions snd judgments in addition to thuse already
diacussed. Here, too, there are limliations to a purely statistical approach to
the problem (I, p. 58).
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Co YTHE IMPACT OF FURLIGN AID UPON THE DOMESTIC ECONOMY” BY
COUNCIL OF ECONOMIC ADVISERS

The present report will not attetpt 1o define uny precise quantitative limits
to a “supportable” ald progrum. I the country rimld support a wWar program,
It can supgert any dessaer progran--if the reasons are suthboently comspelling
p. 2, 3).

(‘hurwr TH examines alternative assumptions in ﬂpsu'nising the
size of the future export surplus and its effect upon the domestic
cconomy (1) in the event of no future foreign-aid program and (2)
in the event of future foregn aid of assumed proportions.

¢ ¢ ¢ Itis assumed in Nus stady that the export serplus resulting from
any futare foretgn-nd program will ot ne tioe equal. aud ton most of the time
will b subintutstintly less than, levels which base been reached daring the current
year (pp. 82 33).

Looking besamd 1048, therefore, 1ty be ussumed thut there will be a
devresws In the export surpius through inecredased lmports us well as lower
exports It wmny ko be usuined that nonaid countries will e drawing their
export-import relationg {nto closer balance, thus further reducing the export
surplus of the United States 1p. 83),

The pepart assulues for jllustrative purposes a foreign aid tigure bused upon
the Paris Couference report which would reach a maximum annual rate of 8
billion dollars duriug the first year, including about 1 billion dollars already
uthorized), and which would produce 8 maximum eaport surplug of about 12
billione dollars a yeur (p. 74).






18. STATEMENT OF THE SECRETARY OF STATE BEFORE
THE JOINT SESSION OF THE SENATE COMMITTEE ON
FOREIGN RELATIONS AND THE HOUSE COMMITTEE
ON FOREIGN AFFAIRS, MONDAY, NOVEMBER 10, 1847, AT
10: 30 A. M., EASTERN STANDARD TIME

The Congress in the coming sension will be called upon to make
decisions which, although less spectacular and dramatic, will be no
less important for the future of our country and the world than those
of the war yewrs. Your respousibilities as members of the com-
mittees directly concerned with our foreign relstions are accordingly
very great,

It appears unnecessary 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 responsii)ility which the course of events has
placed upon our country.

The President will hi: before the Congrees the program of his ad-
ministration for aid to Europe. My duty as Secretary of State is to
resent the reasons for this p n; the reasons why I profoundl

lieve that the vital intereat of the United States is directly involved.

In concentrating 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 tremendcus gravity., But the very itude of the
world problem as a whole requires a careful direction of our zssistance
to the critical areas where it can be most immediately effective.

The need for our assistance in the European area 18 real and it is
urgent. The report of the 16 nutions represented on the Committee
of kuropeasi Econonie Cooperution rets this forth, I think, in a con-
Viheing munher.

As a renult of the war, the European comunity which for centuries
had been one of the most productive and indeed creative portions
of the inhabited world was left prostrate. This urea, despite its diver-
sity of national cultures and its series of internecine contlicts and
wars, nonethielers enjoys a common herituge and a common civili-
zation.

The war eaded with the armies of the mujor Allies meeting in the
heart of this community. The policies of three of then have been
directed to the resto.stion of that European community. It is now
clear that enly one power, the Soviet Union, does not for its own rea-
sons share this aim.

We have become wvolved iu two wars which have had their origins
in the Europesn continent. The free peoplea of Europe have fought
two wars to prevent the forcible domination of their commuuity by 8
single greut puwer. Such domiuation would have inevitably men-
aced the stability and security of the world. To deny today our in-

195
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terest in their ability to defend their own heritage would be to dis-
claim the efforts and sacrifices of two generntions of Americans. We
wish to see this community restored as one of the pillars of world
security ; in a position to renew its contzibution to the advancement
of mankind and to the development of a world order based on law
and respect for the individual.

The record of the endeavors of the United States Government to
bring ubout a restoration of the whole of that European community
is clear for all who wish to see. 'We must face the fact, however,
that despite our efforts, not all of the Europenn nations have been left
free to take their place in the commnunity of which they forn a natural
mrt.

l Thus the geographic scope of our recovery program is limited to
those nations which are free to aet in accordance with their na-
tional traditions and their own estimates of their national interests.
If there is any doubt as to this situation. a glance at the present map
of the Enropean continent will provide the answer.

The present line of divizion in Europe is roughly the live npon
which the Anglo-American armies coming from the west met those
of the Soviet Union coming fron the enst. To the west of that line
the nations of the continental European community have been smp-
plil?! with the vast and difficult problem resulting from the war in
conformity with their own national traditions without pressure or
mennce from the United Stutes or Great Britain. Developments in
the European countries to the east of that line bear the unmistakable
imprint of an alien hand. Al the nations of Earope, 16 in number,
which were in a position to exercise free choice gnve a prompt and
energetic response to the simple suggestion made at Harvard on June
5 Iast and_thereby an impressive demonstration of the-continning
vitality of European civilization, :

It would be well, therefore, to deal briefly with what the area en-
compassed hy those 16 nations plug western {iermany has mennt to us
and has meant to the world. This community before the war ac-
counted for nearly vne-half of the world's trade. ‘They owned nearly
two-thirds of the world’s shipping. Their industrial production in
terms of the basic commodities of conl, steel, and chemiculs was before
the war slightly greater than that of the United States. Their econ-
omy was highly integrated, each part depending npon the efficient
working of the other.,

I think that the figures cited will indicate the importance, even from
n purely economic pont of view, of the 16 nations who have joined
together to develop a pro%'ram for their mutual recovery. Their re-
sponse to our suggestion of June b was a remarkable cooperntive effort
in & postwar world in which that element has hitherto been distress-
m?y lacking.

ongress will wish to go into the objectives and the details of the
European recovery program at some length, but I feel that a brief
summary of the tentative conclusions we have reached may serve the
useful purpose of making clear the distinction between the long range
recovery program and the stop-gap program, which we refer to as
interim aid.
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Lona-Trum Fusoreax Reonsky Puousian

The Committee of Europeun Economie Cooperation, meeting in
Paris, produced a recovery program: extending over 4 yeurs, After the
most careful checking, with the ussistance of experts drawn {rom
many governmental agencies, we have concluded that the Paris re-
port correctly identifies the courses of wetion necessary to produce
recovery and indicates an approximate order of magnitude of the
cost for the full 4-year prozram. On the basis of present indications,
the estimated cost to our Treusury of this progrtm may be of the
order of magnitude of 16 to 20 Lillion dellars. We feel, however, that
the uncertainties of weather and crops, supply availabilities, prices,
ot cotern, inject 1 degiee of nsumption which mukes the total cost
impossible to forecast with accursey at this time. 1 therefore will
not recommend to the Pronident that the Congress approprinte for
the full 4-yenr period. '

I feel, however, that we can estimate with rensonable accuracy
and assurance the sum required for the firg stage of the recovery
wogram, which will cover a th-month period from April 1, 1948, to

une 30, 149,

Our tentative estimate of the cost, subject to tinal checks in the light
of the Harriman rveport, is something nnder 1.5 billious for the lust
3 months of the fiscal year 1948 and somewhat less than 6 hiilions for
the fiscal year ending June 30, 1949, The findings contained in the
Krug report, the Nourse report, and the Harriman report, together
with the studies made by our interdepartmental commitiees, make
it clear thut & program in this order of magnitude can be safely
undertaken by this country. 1 shall therefore recomumend to the
President that the United States support the European recovery
program and that an amount be appropriated for the 13-month period
ending June 30, 1949,

It is of cardinal importance that an able and effective United States
administration manage the funds which may be made available by
the Congress. How best to achieve this and the other essentinl ele-
ments of an organizationsl and adininistrative structure for the pro-
gram of aid to European recovery is a matter which the Congress
will wish to examine with great care. There are several important
principles which I believe should determine the nature of this
organization :

(a) The o}x-ngtion of this program will in many ways define and
express the foreign policy of the United States in the eyes of the
European countries and the world. Therefore, the operstion must
fully accord with the foreign .policy of the President as expressed
through the Secreiary of State,

(5) 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 situations
and varying supply conditions.
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(¢) Full use should be made of the existing govemmental agencies
in carrying out those parts of the program which fall within the scope
of their present activities. The Departments of Commerce, Treasury,
Agriculture, Interior, the National hilitary Establishment, and other
agencies are well-equipped to perform many of the necessary func-
tions. The Nutional Advisory Council and other competent inter-
departmental ngencies will have important parts to play.

(d) Strong central administrative direction is essential 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,

e 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 matters 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 assistance and other similar specialized activities
which will require the q;’pointment of qualified men who can devote
their full attention to such matters. These men in their dealings with

rticipating governments shonld work through our Ambassadors

use 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 aud for central
representation in the continuing European orgunization which the
{::rticipatin conntries have decided to establish, consideration should

given to ﬁne designation of a special United States representative
for the European recovery lpmmmn, with ambassadorial rank, ap-
pointed by the President with the advice and consent of the Senate.

As a general principle, aid should take the form of grants or loans,
depending in each case upon the casmcity of the dparticular country to
repay and the effect which accumulation of additional external debt
would have upon sustained recovery. The precise determination in
each case should he made by the admmistrative agency with the advice
of the Department of State and the National Advisory Council. In
practice it is felt that, where need is clearly demonstrated and where
repayment cannot rensonably be expected, imports 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 ressonably be expected. At the
same time every encouragement should be given to early initistion
of private financing so as to eliminate as far as possible the necessity
for direct assistance from the United States Govarnient. Use should
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also be made uf the resources of the International Bauk whenever in
the opinion of the Bank the necessary and appropriate conditions
for .uans can 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 agreements will be
negotiated between the United States and each of the countries par-
ticlpatinq in the recovery program, settmgrforth the reciprocal under-
taking relating to American Assistance. These agreements will vary
in forin and content as between countries, depending upon the nature
of the aid to be furnished and the conditions deemed important in
each case.

The commitments should include undertakings to adopt monetary,
tiscal, and other measures to maintain stability 1n price and cost struc-
tures; to develop production to reach targets set by the participatir
countries and in particular, to incrense the production of coal an
basic foods; and to cooperate in reducing barriers to trade and pro-
moting increased interchange of goods and services. Many other
points and more detailed provisions to be covered in the agreements
will be presented and discussed during the hearings.

Assistance to Europe will, to a considerable extent, take the form of
commodities. The proposui to be submitted to the Congress contem-
plates the use of funds provided under the program for '}mmhases out-
side the United States of commodities not readily available in sufficient
quantities in this country. This policy will tend to protect our home
economy against inflationary price movements which might resuit
from concentrated buying in our markets. It seems clearly in our
interest that the greatest possible amount of these supplies be obtained
for Europe from other countries. Such countries should be en-
couraged to contribute divectly as much as they can to the recovery
program through grants-in-nid or by extending credits for exports
to i

urope.
Errecrs oy Woren Ecuxosy

T have so far confined my remarks to ihe Euvopean recovery dproo
ﬁ:nm itself. But the economic effecte of this program will extend far
yond the boundaries of the 16 countries involved. It is in one im-
portant sense a world recovery program. The delay in Euro
recovery -has created serious problems for many countries which
normal suppl*' the European market with raw materials and other
commodities. Where Euroﬁs trade with the rest of the World
would normally have been balanced by an equivalent exchnnﬁa of
ls and services, the low level of European production and the
imited availability of exports has drastically reduced such payment
xossibilities. Furthermore, the aabitual triangular trade patterns
ave salmost disappeared, whereby Europe met its deficit for goods ob-
tained from the Western Hemisphere by means of balances ob-
tained from other parts of the world. Similar patterns of trienzuiar
trade used to provide certain other countries in the Western Hemi-
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sphere with balances from Europe which were used to purchase goods
in the American market. With the break-down of these trade pat-
terns supplying countries, to u substantial degree, have had to accept
nonconvertible currency or extend credit in order to sell in the Eu-
ropean market. Neither of these procedures has given themn 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. The diminishing supply
. of dollars ig restricting trade everywhere.

The Kuropean recovery program will be quick's reflected in other
countries, if the important element of flexibility in purchasing is pro-
vided. To the extent that supplies for Europe are procured from
nonparticipating countries for dollars, the trade position of these coun-
tries with the United States will be improved. In this way we feel
that the problems of \he other Western Hemisphere countries can be
met through a combination of the European recovery program pur-
chases and normal Export-Import Bank transatcions.

More important ina }umlamemul 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 tn extend
credit will diminish. Just as the progress of each individual country
among the 16 will affect the progress of the others, so the recovery of
Europe will inevitably be a signiticant link in a chain reaction creating
or maintaining economic activity in other coimtries.

The sitnation in China continues to cause us deep concern. The
civil war has spread and increased in intensity. The Chinese Com-
munists by force of arms seek control of wide areas of China.

The United States and all other world powers recognize the Na-
tional Government as the sole legal government of China. Only the
Government and people of China can solve their fundamental prob-
lems and regain for China its rightful role as a major stabilizing
influence in the Far East. Nevertheless we can be of help and, in the
light of our long and uninterrupted record of friendship and in-
ternational cooperation with China, we should extend to the Giovern-
ment and its people certain economic aid and assistance. A definite
proposal is under prevantion for early submission,

1 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
menaces no one. It is designed specifically to bring to an end in the
shortest posible time the dependence of these countries upon aid from
the United States. We wish to see them self-sunportine.

This i8 certninly not the program of a country seeking to exercise
domination or to influence unduly any foreign country. The nations
and political groups which have now declared their opposition to
the program apparently wish to block for their own reasons the re-

vival of Western Europe.
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INTERIM AI1p PROGRAM

I have gone at some length into the major features of the long-
range plan for European reconstruction and the part that the United
States can prudently and wisely contribute because I fully realize
that the Bg:aed and adequate consideration of the interim aid pro-

ram which will be the first item of business presented to you cannot

dealt with by the Congress without understanding its relationship .
to the program of long-range reconstruction of Europe. .

I would, however, urge u(i)on you the necessity of a speedy decision
in rdsto the interim aid prograin. What is immediately needed
is aid to maintain the status quo 1n food and in the material necessary
to keep the wheels turning and people at work,

It will do little good to discuss the merits of a vecovery program
for Europs if in the meanti:ne political and economic conditions have
deteriorated to a point where such a program could not possibly suc-
ceed. The problem of oversess payment hus become particularly acute
in the case of Austria, France, and Italy. It is cleur that the (l)eople
of these countries in the nbsence of immediate assistance will, during
the next few months, begin to suffer from a lack of food and other
necessities of life and the whole economic and social life of the people
will be seriously affected. Within a short time these countries will
have exhu.sted all of the dollar resources which they can muster
to maintain the flow of essentinl supplies.

Austria, whose economy is carrying the weight of 8 military occu-
pation of four power 3, has been able to survive in recent months lar,
through the assistanze 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 sbroad only until the end of
December. Because of her rapidly dwindling reserves, she took steps
at the end of August to reduce sharply the placement of contracts
for most other imports. Italy’s financial situation is even more seri-
ous than that of Austria or France. Last June the Italian Government
took steps to eliminate the purchase of most of the raw materials
and supplies which she required for the oim-atinn of her economg.
The United States forcign-relief program has been able to provide
food and coal until the ﬁ);:fent time. Kunds are not in sight, how-

ever, beyond the first of mber to muintain the flow of these neces-
sa?r commodities. .
n order to meet this emergency, I recommend that you give im-

mediate and urgent consideration to a bill authorizing the appropria-
tion of sufficient funds to provide the supplies necessary to permit
the people of these three 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 appropriation of 597 million dollars, Of this amount
Austria needs 42 raillion, France needs 328 million, and Italy needs
227 million dollars. These funds should be sufticient to meet the situa-
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tion until March 31, 1948, before which time we hope that sowe decision
may have been taken by the Congress regarding a broad recovery pro-
gram. In the absence of & recovery (imo ram the problem of main-
taining existing levels in Europe rapidly more complex after
March 31. Additional countries will by that time practically have
exhausted their dollar resources, and the cumulative effect of the un-
certainties as to the future and the continued low levels of produc-
i‘i:on and consumption will have serious consequences throughout
urope. :

The program of interim aid would be concentrated largely 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
deteriorntion. The- program should be sufficiently flexible to take
account of such changes in requirements and availabilities as may
occur.

Interim aid should be given to these countries under agreement to
make efficient use of the commodities which we would supply. The
bilateral agreements would also re(amre that the local currency equiv-
alent of the value of the commodities which we supply would be
used only for such gur‘)oses as we and the recipient country might
agree. They should also include a provision that the receiving
government make known to it people the purpuse and source of our
supplies, and that it would make available full information concern-
in;'zr :‘heir distributi;)n and use. fh hicl posed "

e operation of a program of the type which is pro can
handled expeditiouslyl;)y existing agencipe: of the Government. The
procedures und machinery which are being used in the current relief

rogram have been set up in accordance with the relief bill enacted
ast summer. .

The urgency of the situation is so great that I recommend that’
no new agency be set up to handle this interim program. The time
required to organize such an agency, to hire personnel, and establish
new procedures would defeat its very purpose. Whatever agency
might be created to administer the long-term European recovery pro-
gram could, of course, take over the operation of interim aid as soon
as it comes into existence. :

T have endeavored to present in broad outline the long-range Euro-
pean recovery program and, in somewhat more detail, the interim
aid program. The proposals will be presented in full to your
respective committees.

CoNcrueioN

_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 lrab though vital facts of economic life, they
carry with them fateful consequences. . )

ere i8 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 occupied 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 $500,000,000 of which slightly more than $300,000,000 will
be for additional requirements in western Germany.

The automatic success of the pro cannot be guaranteed. The
imponderables are many. The rigks are real. They u&however,

isks 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 conclusive they need
our assistance. Itis 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 im
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.






19. CHRONOLOGY OF THE EUROPEAN RECOVERY
PROGRAMS

June B, 1947--Secretary of State George C. Marshall in Harvard
University commencement 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 13—Foreign Minister Ernest Bevin of Britain hails Marshati
Plan as “s real attempt * * * to Lc:‘eate) 8 health
world ¢ * * (and ,i! uce) cooperation between Europe an
the * * * Western Hemisphere, '

June 14—French Foreign Minister Georges Bidault invites Bevin to
Paris to discuss proposal,

June 15—Pravds, official Soviet Communist mouthpiece, in editorial
assails Marshall 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—Ex-President Herbert Hoover, in letter to Senator Styles
Bri chairman of Senate Appropriations Committes, sent at
the Senator's request, without mentmni.l:f Marshall Plan, raises
questions about a need for limitation of aid to foreign countries.

Points out: (1) United States cannot reconstruct world alone;

(2) in 2 years we have expended 20 billion dollars, provided 18 bil-
.lions in relief, and are committed to 6 billion expenditure in comi
year. Russian obstruction has coet the United States billions;

to coordinate all relief, credit, and export activities, prevent excessive
prices and export, modify consumﬂxl)otion at home, and in return for
our sacrifices require assistance to the United States with stock-piling
strategical materials obtainable abroad for national defense,.

June 17—Talks. open in Paris between Foreign Ministers Bevin and
Bidault, accompanied by experts,

Subjects: (1) Making raw moterials accessible on equitable bases;
(2) elimination of tariff and trade barriers; (8) fiscal and currency
orms; (4) priority of aid for basic areas.

June 19—In gpeoch in House of Commons, Foreign Minister Berin
warns that Britain is prepared to go with Plan, with
or without the Soviet Union. o

June 10—Paris talks broken off and invitation sent to Foreign Secre-
tary Molotov to join Bevin and Bidault,

June 20—The Soviet press reports that the U. 8. 8, R. wishes further
information on the conditions of the credits to be granted by the
United States and the relation of the plan to the United Nations
Orgu;zmon.

- June 22—President Truman appoints a committee of spoecialists within

the Government (Krug ttee) to study the state of the Nation's

208
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resources with a view to determining the ability of the United States
to support the Marshall Plan.

June President Truman appoints Council of Economic Advisers
(Nourse 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 stud?v the broad aspects of the aid program and to advisa
the President “on the limits within which the United States may
safely and wisely x‘gltm to extend such assistance.”

June 23—Foreign Minister Molotov aco;ft.s 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-
ment and through his National Advisory Council on International
%&metary and f‘innncial Problems sends report to that effect to

ngress.

June 27—Paris Conference opens with Foreiga 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—Tass attacks European aid program as American inter-
ference in Europe; then calls for aid program on broader basis than
the Marshall Plan.

June 30—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

uro )
July 2—pe"l'he 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 of recovery plan as:
(1) Any United Siates contribution shall be effectively used for the
purpose for which it was intended ; (2) it should not be exl)ended to
serve foolish economic or politicai 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 gleople
concerned that the world will know peace and security in the future.
July 3—Foreign Ministers Bevin and Bidault issue joint communiqué
inviting 22 additional European nations to meet in Paris for further
discussion of Marshall Plan.
Program calls for committee of cooperation to irepam report by
" Beptember 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 Bevin 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 Russian news agency, reports Poland, Yugo-
slavia, and Rumania cannot attend.

July 9—Rumania. Bulgaria. Poland, Yuguslavia refuse invitation.

ier Clement Gottwald of Czechuslovakia flies to Moscow for
instructions.

July 10—~Czech Government withdraws acceptance when Kremlin in-
structions are tel?})honed by Premier Gottwald to Czechoslovakia.

Reason given : “Acceptance of the invitation might *. construed
as an action against the Soviet Union.” .
Hungury, Albania. and Finland send refusal.

July 11—Secretary Marshall meets with Senate Foreign Relations
Committee to explain his plar.

July 12—Conference convenes in Paris. Forty-eight diplomats rep-
resent 16 nations. In attendance representatives of Xustria, Bel-

ium, Denmark, France, Greece, Iceland, Ireland, Italy, Luxem-
rg, the Netherlands, .‘orw;y, Portugal, Sweden, Switzerland,
Turkey, United Kingdom. Not represented: F in’Iund. Poland,
Hungary, Rumania, Bulgaria, Yugoslavia, Czechoslovakia, Russia.
Door left open to Russis and satellite states to come in subse-
uently if they desire,

July 12—Premier 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 1947-48 with Soviet Russia.

July 14—Secretary Marshall warns that United States must hel
nations of western Europe rehabilitate themselves or see them dri
into Russian orbit.

July 15—Werking committees set up to Yrepare reports during sum-
mer and to reconvene in Paris to comX ete report for submission to
United States on September 1, 1047, 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 16—New directive issued to United States Military Government
in Germany ordering Lt. 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 ls—gégxplementary appropriation bill carrying additional $1,-
353,024,000 for all foreign aid, and relief funds for Poland and
Hungary cut by 18 millions, favorably reported by voice vote from

. House to Senate. House refuses to adopt Dirksen motion to deny
aid to all nations that fail to couperate with Marshall plan. -

July 21—Secretary Marshall megts with House Foreign Affairs Com-
mittee in closed Session to explain his plan. g

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 shortages. The ccet of effec-
tive foreign aid, he stated, will be only a small fraction of the cost
of winning a war.

July 22—House decides to make own in%uiries into foreign needs dur-
ing recews of Cungress and instructs Foreign Affairs Committee to
direct investigution; also sets up new 19-man committee to make
special inquiries.

July 25—Frunce indicates willinguess to participate in Three-Power
conference on German problem,

J uxl‘:y 26—L'Osservatore Romano, Papal newspaper, urges Western

uropean statesmen to pay attention to Russian fears that Marshall
Plan might represent danger for sovercignty of European nations.

July 27—Moscow grants Albania & “small credit” for machinery.

July 28—At a meeting of the United Nations Economic and Social
C!mncil 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 econon%v.

July 20—Soviet-Yugoslav barter and credit agreement ia a:nounced
in Moscow.

July 20—Speaker Martin appoints Representative Eaton to head 19-
member group, with Representative Herter to head the group when
it goes overseas,

August 3—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 :nillion dollars in war assets; signs over
to Italy 28 ships seized during wartime; redeems 10 to 15 million dol-
lars in gcript issued to Italian war lpmoners in the United States;
trims United States claims against Italy to 5 million dollars; agrees
to sign friendship pact with Italy. A second pact covers return of

rewar American grt:rmy in Italy and retirement of 136 million
ollars in &rewar ian bonds. A third pact covers disposal of
German external assets,
August 28—Herter committee sails for Europe.
Aun 29—As result of 6-day conference in London, France, United
tates, and Britain announce plans for restoration of German in-
dustrial production to 1936 levels. .

Talks held in spite of Russian protest. Fail to ﬂKrovide guarantee
that France will receive all Ruhr coal and coke she needs. France
assured (1) German recovery not to be given priority over demo-
cratic countries; (2) demilitarization of Germany the &nmnry ob-
jective; (3) any new United States-British plan will be so drawn
up as not to allow the Ruhr to serve agfgremve urposes. London
decigion subject to change by Big Four foreign Ministers in Novem-
ber London meeting. "
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September 3—Secretary Lovett says western Europe's economic pli
1}; gettiig worse faster than expected due to “acts of God,” in udxgx?;
drought and damaged food rsg::)duction.

Se‘Ptem r 10—Secretary Marshall tells news conference Europe faces

intolerable hunger and cold” next winter unless emergency food
and fuel are provided. .

September 11—Secretary Harriman states Marshall Plan will involve
additional government controls over exports.

September 12—French Foreign Ministrﬁ:lnnounces study of a cus-
toms union will be made by Austria, ium, Britain, Denmark,
Ireland, France, Greece, Iceland, Italy, emburg, the Nether-
lands, Portug:l ;l‘urkey, humania; 10 other eastern European coun-
tries will probably be invited, including Russia. .

Moscow warns dinavian nations against creation of rq%gpal
customs unions and voices suspicion that northern Europe is being
included in western bloc now sporsored “by reactionary Anglo-
American sources,”

September 12—Participants in Paris aid corference accept 6 basic
conditions suggested by Secretary Clayton, namely: (1) to tuke
immediate steps toward financial and monetary stability; (2).to

arantee its production program; (3) to agree to reduce trade

rriers; (4) to make allowance in total requirements for capital
needs which might be financed by World Bank; (5) to form con-
tinuing organization and check expenditures under it; (6) to recog-
nize common objectives and realiponsibilities.

September 18—Soviet Depultjy. oreign Minister Vishinsky in UN
assembly meeting charfos nited States with warmongering,

September 20—Senate Appropriations Committee meets to discuss

erican financial policies abroad with res&ect to occupied arcas.

September 22—Volume I, General Re&m of Committee of European

nomic Cooperation signed by the 16 nations participating in
European conference presented to the United States.

September 24—Harriman Committee makes special interim report on
grain export gt;lw 8 :

September 26—Members of Senate Armed Services and Appropria-

ons Committees leave for Europe.

September 20—President Truman 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
“gurvive this critical winter as free and independent nations.”

October 1—President Truman requests A{gropriations and Foreign
Relations Committees of both Houses of Congress to meet at carliest
possible time oni stopga}» plans.

Senate and House Foreign Affairs Committees to be called in
joint meeting November 10. . -

October 6—Senate Appropriations Committes is called for meeting on
November 18.
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Detober 6—Moscow. Cominform, new version of Comintern, repre-
senting the Communist Party of nine nations (Russia, Yugoslavia,
France, Italy, Poland, Bulgaria, Czechoslovakia, Hungary, Ru-
mania), organized for all-out fight against Truman Plan, Marshall
Plan, and “United States imperialism.” Declaration to this effect
issued in Pravda. Organized at Warsaw meeting; Belgrade selected
as headquarters,

October 7—Soviet Government agrees to November 25 as d:te for
London meeting of Foreign Ministers Council to write a German
peace treatg.

October 7—Krug report states America has natural resources, indus-
trial capacity, and 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, conl, fertilizers, various types of machinery.

October 7—Washington conversatiors begin hetween European and
United States aid technicians. g .

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 noighbors * * ¢ 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 23—President Truman, at conference with cor}{gressional lead-
ers, calls special session of Congress for November 17 on foreign aid
and living costs.

President states: “There are two con(llpelling reasons * ¢ ¢
the continued rise in prices * * * and * * it is also nec-
essary to meet the crisis in Western Eur:ge.”

October 28—President Truman confers with Cabinet on aid to Europe.

October 27—One hundred representatives of industry, labor, agricul-
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
off 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.”
Novem&; 1—Joirt Congressional Committee hended by Senator
Harry F. Byrd, chairman of the Committee on Reduction of Nones-
' ‘géntial Federai ditures, estimates United States aid to foreign
gollllntﬁes since outbreak of Slecond World War at 19 t6 20 billion
ollars.
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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 3 billion dollars as an outright gift.

November 5—The House Select &mmitm on Foreign Aid meets.

November 6—The President’s Committee un Foreign Aid (Hasriman)
submits its report to President Truman,

November 10—The Senate Foreign Relations Commitice and the
House Foreign Affairs Committee meet in joint session to begin
hearings on the Recovery Program.

o)



