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[PuBLic Law 389—80TH CONGRESS]
[CHAPTER 520—1ST SESSION]
[S. 1774]

AN ACT

To promote world peace and the general welfare, national interest, and foreign
policy of the United States by providing aid to certain foreign countries.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, 'That this Act may
be cited as the “Foreign Aid Act of 1947,

Sec. 2. It is the purpose of this Act to provide immediate aid
urgently needed by the peoples of Austria, China, France, and Italy,
hereinafter referred to as the recipient countries, to alleviate conditions
of hunger and cold and prevent serious economic retrogression.

Sec. 3. The President, acting through such existing departments,
agencies, or independent establishments of the Government as he shall
direct, may, by allocation of funds herein authorized to any such
existing departments, agencies, or independent establishments, or by
establishing in this country credits subject to the control of the
President, whenever he finds it in furtherance of the purposes of this
Act and upon the terms and conditions set forth in this Act—

(a) procure, or provide for the procurement of, from any
source—

(1) food, medical supplies, fibers, fuel, petroleum and
petroleum products, fertilizer, pesticides, and seed, delivered
in a recipient country on or after the date of the enactment
of this Act; and

(2) incentive goods, consisting of commodities not in short
supply in the United States, including Government-owned
stocks, to be used, distributed, or sold in a recipient country,
under a specific agreement previously entered into pursuant
to section 5 (g) to increase the production or distribution of
locally produced commodities referred to in paragraph (1)
of this subsection (a): Provided, That not more than 5 per
centum of the funds made available under the authority of
this Act may be used to procure such incentive goods;

(b) transport and store, or provide for transportation and
storage of, such commodities;

(¢) transfer such commodities to any recipient country;

(d) incur and defray expenses, including administrative
expenses and expenses for compensation and travel of personnel,
for carrying out the purposes of this Act.

Skc. 4. The President shall promulgate regulations controlling the
purchase or procurement of commodities under this Act designed to -
minimize (a) the drain upon the natural resources of the United
States and (b) the impact of such purchase or procurement upon the
domestic price level : Provided—
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(1) That procurement may be from foreign sources whenever
the cost delivered to the recipient country will be less than the cost
delivered from the United States;

(2) That, except in the case of commodities not produced 1n
commercial quantities in the United States, not more than 10 per
centum of the funds made available under the authority of this
Act may be used to procure commodities abroad at delivered cost
higher than from the United States, its Territories and possessions,
pr ovided that the President shall find that such commodities are
in short supply or not readily available in the United States:
Provided further, That no funds made available under the
authority of this Act shall be used by any procurement agency of
the United States Government for the puuhase within the United
States and its Territories and possessions, of any commodities
(other than commodities procured by or in the possession of the
Commodity Credit Corporation pursuant to Act of July 1, 1941,
55 Stat. 498, as amended) at prices higher than the market price
prevailing at the time of the pulchase in the area wherein the
purchase 1s made;

(3) That the President shall, in making a finding of short
supply in the United States, consider (a) the drain upon natural
resources, and (b) the effect of the necessary procurement upon
domestic prices;

(4) That the procurement of petroleum and petroleum prod-
ucts shall, to the maximum extent practicable, be made from
petroleum sources outside of the United States and its Territories
and possessions; and wherever practicable such petroleum and
petroleum products shall be delivered to the recipient country
by the most economical route from the source of supply.

Sec. 5. Before any commodities are made available to any recipient
country under the authority of this Act, an agreement shall be entered
into, subject to the limitations and provisions of this Act, between
such country and the United States containing an undertaking by
such countly—

(a) to make eflicient use of any commodities made available
under the authority of this Act and to take insofar as possible the
economic measures necessary to increase its ability to achieve a
self-sustaining economy ;

(b) to nml\e when any commodity which is not furnished on
terms of 1epnmont in dollars is made available under this Act,
a commensurate deposit in the currency of such country in a
special account under such general terms and conditions as may,
in said agreement, be agreed to between such country and the
Government of the United States, and to hold or use such special
account for, and only for, such purposes as may be agreed to
between such country and the Government of the Umtml States,
and under a(rroemont by the government of the receiving country
that any unencumbered balance remaining in such account on
June 30, 1948, will be disposed of within such country for such
purposes as may, subject to approval by Act or joint resolution of
the Congress, be agreed between such country and the Govern-
ment of the United States;

(¢) to give full and continuous publicity by all available media
(including government press and radio) within such country,

George C. Marshall Foundation, Lexington, Virginia




3 [PUB. LAW 389.]

so as to inform the ultimate consumers, as to the purpose, source,
character, and amounts of commodities made available under the
authority of this Act;

(d) to furnish promptly upon request of the President infor-
mation concerning the method of distribution and use of com-
modities made available under this Act, and to furnish on March
31, 1948, or as soon as practicable thereafter, information
showing—

(1) an itemized list of commodities made available with
funds provided under this Act;

(2) the total amount of money received by such country
from the sale of commodities made available under this Act
and the average price charged per unit for each commodity ;

(3) a detailed statement of the disposition of all money
and other things of value received from the sale or transfer
of any commodities made available under this Act; and

(4) such other information concerning the distribution
and use of commodities made available under this Act as may
be requested by the President;

(e) to make available to its people at reasonable prices, con-
sistent with economic conditions in the recipient country, such
commodities as it may sell under the terms of this Act; and,
where necessary, to distribute to indigent and needy persons their
fair share of all available food supplies;

(f) to make all possible efforts to secure the maximum produc-
tion and distribution of locally produced commodities, and not to
permit any measures to be taken involving sale, distribution, or
use of any commodities of the character covered in this Act which
would reduce the locally produced supply of such commodities
or the utilization of foreign sources of supply other than the
United States;

(g) to enter into specific agreements providing for such use,
distribution, and sale of each classification of incentive goods,
made available to it under the authority of this Act, as will in-
crease the production or distribution of locally produced com-
modities referred to in paragraph (1) of section 3 (a);

(h) not to export or permit removal from such country, while
need therefor continues, of commodities made available under
the authority of this Act or commodities of the same character
produced locally or imported from outside sources, except to the
extent agreed upon by the Government of the United States;

(1) to permit representatives of the Government of the United
States, including such committees of the Congress as may be
authorized by their respective Houses, to observe, advise, and
report on the distribution among the people of such country of
commodities made available under the authority of this Act;

(j) to permit representatives of the press and radio of the
United States to observe and report on the distribution and util-
ization of the commodities made available under this Act and the
special account provided for in subsection (b) of this section.

Sec. 6. The President shall promptly terminate the provision of
aid under this Act for any country (a) whenever he determines that
such country is not adhering to the terms of its agreement entered into
in accordance with section 5 of this Act; or (b) whenever he finds, by
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reason of changed conditions, that the provision of aid under this Act
1s no longer necessary or deblrable or (c¢) whenever he finds that be-
cause of chanoed conditions aid under this Act is no longer consistent
with the national interests of the United States.

Sec. 7. All commodities made available under the authority of this
Act or the containers of such commodities shall, to the extent prac-
ticable, be marked, stamped, branded, or labeled in a conspicuous place
as leorlbly, mdehblv, and pelmanently as the nature of such commodi-
ties or containers will permit, in such manner as to indicate to the people
of the country of destination that such commodities have been fur-
nished or made available by the United States of America.

Sec. 8. Wherever reference is made, in this Act, to commodities
made available under the authority of 'this Act, such reference shall
be deemed to include commodities procured with credits made avail-
able to a recipient country under the authority of this Act.

Sec. 9. The President shall take appropriate steps to encourage other
countries to make available to recipient countries such aid as they
may be able to furnish.

Sec. 10. The President may, from time to time, promul®ate such
rules and regulations as he may find necessary and proper to carry
out any of the provisions of this Act: Provided, That nothing in this
Act shall be deemed to authorize the issuance of any pI‘O(‘]dlI]ﬂth]]S
orders, rules, or regulations in any way controlling production or
prices or ﬂllocatmo’ “deliveries of any commodity within the United
States. He may delefrate to the Secretary of State any of the powers
or authority conferred on him under this Act. In accordance with
the direction of the President, the responsibility for administering
in the recipient countries the program of assistance provided for in
this Act shall be vested in the field administrator of the United States
foreign relief program appointed pursuant to section 4 of the joint
resolution of May 31, 1947 (Public Law 84, Eightieth Congress).
The provisions of subsections (i) and (j) of sectlon 5 of this Act
shall not apply to distribution of commodities in Austria: Provided,
That the President shall have determined, upon recommendation of
the United States High Commissioner for Austria, that commodities
furnished to Austria hereunder will be distributed under control
systems embodied in agreements between the High Commissioner
and the other occupying authorities or the Austrian Government
which assure compliance with the objectives of the occupation and
with the purposes of this Act. No citizen or resident of the United
States shall serve under this Act as a United States representative,
observer, or adviser until such person has been investigated as to
loyalty and security by the Federal Bureau of Investigation. The
field administrator may, when he finds it essential to the purposes
of this Act, utilize for observation the services of a limited number
of other pe1 sons, who shall be investigated and approved by the field
administrator.

Skc. 11. (a) There is hereby authorized to be appropriated not to
exceed $597,000,000, out of any money in the Treasury not otherwise
appropriated, to carry out the provisions and accomph@,h the purposes
of this Act. This Act, however, shall not imply any present or future
obligation to give aid to ¢ any fOl‘elﬂ‘ll country, nor shall it imply or
guar‘mtee the availability of any spe(nﬁc commodities.
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(b) Notwithstanding any other provision of this Act, none of the
funds authorized or made available under this Act shall be used or
made available for use for the acquisition of wheat, wheat flour, or
cereal grain in the United States or the shipment thereof from the
United States unless the President shall first—

(1) survey the requirements of other countries which are
dependent upon the United States for a portion of their supplies
of such commodities;

(2) estimate the quantities of such commodities which will
probably be made available to such countries from the United
States ; and

(3) estimate the total amount of such commodities available
for export from the United States to the recipient countries,
after giving due consideration to the quantity thereof required
in this country for food, feed, seed, and industrial uses, and
for the needs of other countries dependent upon the United
States for supplies of such commodities. In estimating the
amount of such commodities available for export from the
United States the President shall allow for a carry-over of wheat
in the United States as of July 1, 1948, of not less than one
hundred and fifty million bushels to protect the economy of the
United States from inflationary prices and to insure against a
scarcity of bread.for domestic consumption during the twelve-
month period beginning July 1, 1948.

The funds authorized herein shall not be made available or used
to acquire a quantity of wheat, wheat flour and cereal grain in the
United States which, after taking into consideration the amount
estimated for export to other countries, and the amount needed for
domestic consumption in the United States, will leave a carry-over
of less than one hundred and fifty million bushels of wheat on July 1,
1948, unless the estimates of the President after March 1, 1948,
justify an increase in the amount available for export to recipient
countries with full protection for domestic needs.

(¢) Funds authorized under this Act, when allocated to any de-
partment, agency, or independent establishment of the Government,
shall be available for obligation and expenditure in accordance with
the laws governing obligations and expenditures of such department,
agency, or independent establishment or organizational unit thereof
concerned, and without regard to sections 3709 and 3648 of the
Revised Statutes, as amended (41 U. S. C. 5; 31 U. S. C. 529).

(d) Notwithstanding the provisions of any other law, the Recon-
struction Finance Corporation is authorized and directed, until such
time as an appropriation shall be made pursuant to this section, to
make advances, not to exceed in the aggregate $150,000,000, to carry
out the provisions of this Act, in such manner and in such amounts as
the President shall determine. From appropriations authorized
under this section, there shall be repaid without interest to the Recon-
struction Finance Corporation the advances made by it under the
authority contained herein. No interest shall be charged on advances
made by the Treasury to the Reconstruction Finance Corporation in
implementation of this subsection.

(e) Notwithstanding any other provision of law, any commodity
heretofore or hereafter acquired by any agency of the Government
under any price-support program shall, to the extent that such com-
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modity is determined by the President to be appropriate for such pur-
pose and in excess of domestic requirements, be utilized in providing
aid under this Act or any other Act providing for assistance and relief
to foreign countries, and shall be disposed of by such agency for such
purpose at such price as may be determined by such agency, which
price may be the equivalent of the domestic market price of a quantity
of wheat having a caloric value equal to that of the quantity of the com-
modity so disposed of. Any such agency shall report to the Congress
on March 31, 1948, or as soon as practicable thereafter, the amount of
losses incurred by it as the result of the disposition of commodities
hereunder and the Secretary of the Treasury is authorized and
directed to cancel notes of such agency held by him in an amount equal
to the amount of such losses.

Sec. 12. Personnel employed to carry out the purposes of this Act
shall not be included in computing limitations on personnel established
pursuant to the Federal Employees Pay Act of 1945 (59 Stat. 298),
as amended by section 14 of the Federal Employees Pay Act of 1946
(60 Stat. 219).

Sec. 13. The President, from time to time, but not less frequently
than once every calendar quarter, and until the end of the quarterly
period after all operations under the authority of this Act have been
completed, shall transmit to the Congress a report of operations under
this Act. All information received pursuant to undertakings provided
for by section 5 (d) of this Act shall, as soon as may be practicable after
the receipt thereof, be reported to the Congress. Reports provided for
under this section shall be transmitted to the Secretary of the Senate or
the Clerk of the House of Representatives, if the Senate or the House
of Representatives, as the case may be, is not in session.

Sec. 14. The functions, applicable records, and funds provided for
the purposes of carrying out this Act shall be transferred to the admin-
istration of any organization for general foreign aid which Congress
may provide. To the extent that any funds may be made available
under provisions of any other Act heretofore or hereafter passed
relating to China, any funds reserved under this Act for China may
be used for aid to the other countries named in section 2 of this Act.

Sec. 15. After March 31, 1948, no funds may be obligated for the
procurement of commodities provided for under this Act.

Skc. 16. (a) Clause (1) in the proviso in the first paragraph of the
first section of the joint resolution of May 31, 1947 (Public Law 84,
Eightieth Congress), is amended to read as follows: “(1) to constitute
more than 57 per centum of the aggregate amount contributed to said
fund by all governments, including the United States;”.

(b) The amendment made by subsection (a) of this section shall
take effect as of May 31, 1947.

Sec. 17. If any provision of this Act or the application of such
provision to any circumstance shall be held invalid, the validity of
the remainder of the Act and the applicability of such provision to
other circumstances shall not be affected thereby.

Src. 18. Nothing in this Act shall be construed to make inapplicable,
in the case of commodities procured under the authority of this Act,
the authority to prohibit or curtail exports granted by section 6 of
the Act of July 2, 1940 (Public Law 703, Seventy-sixth Congress), as
now in force or as hereafter amended.

Approved December 17, 1947,
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Mr. VaANDENBERG, from the Committee on Foreign Relations, sub-
mitted the following

REPORT

[To accompany S. 2202]

The Committee on Foreign Relations, having had under considera-
tion a bill (S. 2202) to promote the general welfare, national interest,
and foreign policy of the United States through necessary economic
and financial assistance to foreign countries, unanimously report the
bill favorably to the Senate, without amendment, and recommend
that it do pass.

Main PurproseE oF THE BiLL

This bill provides for the participation of the United States in a
Furopean recovery program for approximately a 4-year period. It is
a major step in the development and promotion of a peaceful and
prosperous world which is the principal objective of United States
foreign policy. The authorization for the first year is 5.3 billion dol-
lars, 1 billion of which may be advanced by the Reconstruction
Fma,nce_ Corporation pending congressional action on appropriations.
The assistance contemplated, which will involve both loans and grants,
will not be confined to relief commodities; the program is designed to
help European nations to help themselves to recovery in such a way
as to become independent of outside assistance. A new agency, the
Economic Cocperation Administration, headed by an Administrator,
will be established to administer the program at home and abroad.
The bill contains ample safeguards and conditions in order to insure
that the money appropriated will be properly administered and wisely
spent and that the domestic economy of the United States will not be
impaired. Assistance extended by the United States will be con-
tingent upon the continuous cooperation of the participating coun-
tries. Except for liquidation purposes the program will terminate on
June 30, 1952.

1
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EUROPEAN RECOVERY PROGRAM

INTRODUCTION

The American people, victorious in battle, look out upon a world
disrupted by war and shaken by its aftermath. Our efforts to win
back to peace have included unswerving support of the United Nations,
as well as generous assistance to forelon countries in need of aid. The
decision which must now be made is whether we shall continue the
effort to achieve our goal: The establishment of a stable world with
free political institutions and the rule of law. Events of the next few
years may well decide the issue. World stability and European
stablhtv are inseparable; free institutions and genuine independence
cannot perish in Emope ‘and be secure in the (*\’( of the world. We
must therefore shape our course upon the basis of our determination
whether the countries of Kurope can preserve their liberties and
independence if they do not aclieve economic recovery.

The committee is convinced they cannot. In the light of this con-
viction, i1t has given earnest consideration to the form and sc ope of a
program of American assistance based upon and flowing from a
European recovery program of self-help and mutual aid.

Sixteen IEuropean countries have come forward with such a program,
designed to achieve genuine recovery within approximately 4 years.

This report analyzos in some detail the conclusions of the committee,
based upon its study, and offers the recommendations of the com-
mittee with respect to the Economic Cooperation Act of 1948.

ParT 1. BACKGROUND DEVELOPMENTS
1. EVENTS LEADING UP TO THE PRESENT SITUATION

During the summer of 1947, when UNRRA expired, Europe had
not achicved a condition of economic and political stability. Not
only did the extreme cold of last winter curtail Kuropean crops, but
they were even more severely affected by the severe drought of the
summer just passed. Moreover, the international monetary system
was thrown out of balance by the rapidly rising cost of imports and
the suspension of the convertibility of the pound sterling. These
developments made it particularly difficult for the countries of Eur ope
to secure needed supplies.

In order to alleviate immediate suﬂ"ering and to pave the way for
later long-range action, on November 17, 1947, President Truman
called C‘onoless into specml session to deal with “‘the rise in
prices * ¥ % (and) * * * the crisis in western Euxope
Congress met his request in December and provided funds for interim
aid to France, Italy and Austria until April 1, 1948, when it was
expected that the long-range program would be in o]wmtlon

The present l(“"lHl&thll was anticipated by tw o addresses, one by
Under Secretary of State Dean Acheson, on May 8, 1947, the second
by Secretary of State George C. Marshall, on June 5 B, 1‘)47 in which
both indicated that the Umted States %tood ready to consulel how
far she might be able to help Europe help herself on the road to re-
covery. On July 11, 1947, 16 western Iumpoan nations on their
own initiative IC%})()I](]Od to the suggestion, and met in Paris to prepare
a report setting forth their needs and their willingness to cooperate
in a joint recovery program. Meanwhile, United States agencies,
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Members of Congress traveling abroad, and special committees ap-
pointed by the President, studied the needs of the European nations,
and the impact of the contemplated assistance upon our resources
and upon our domestic economy. On December 19, 1947, President
Truman sent his special message to Congress on the situation in
Europe, requesting relief in the amount of $17,000,000,000 for a period
to run from April 1, 1948, to June 30, 1952, with a recommendation
for an appropriation of $6,800,000,000 for the 15-month period
running from April 1, 1948, to June 30, 1949. The President also
made a number of recommendations as to administration, the types
of agreements to be made, and the financial arrangements which were
to be embodied in the new program. .

2. THE COMMITTEE HEARINGS

The committee conducted hearings on the European recovery pro-
gram from January 8 to February 5, inclusive. On January 8 Secre-
tary of State George C. Marshall accompanied by Ambassador Lewis
W. Douglas and members of the State Department staff presented
the program in general terms and urged the speedy passage of the
draft bill which he presented for legislative consideration. On follow-
ing days Ambassador Douglas returned to analyze in detail the polit-
ical, economic, and administrative problems involved in a recovery
program.

On January 12 Secretary of Commerce W. Averell Harriman
presented the findings of the Harriman committee, discussing in detail
the impact of the program upon the United States economy and other
related matters. On January 13 Secretary of Agriculture Clinton P.
Anderson described the food and agricultural parts of the recommended
program and pointed out what they would mean to the farmers and
consumers of the United States. On the same day Secretary of the
Interior Julius A. Krug presented an analysis of the findings of the
Krug committee on nationel resources and foreign aid with particular
emphasis upon the effect of the recovery program upon certain com-
modities in short supply.

On January 14 Secretary of the Treasury John W. Snyder discussed
the principal financial aspects of the program and the measures the
participating countries would be expected to take. Mr. William M.
Martin, Jr. explained the possible role of the Export-Import Bank in
such a program. On the same day Secretary of the Army Kenneth
C. Royall discussed the role of Germany in the rehabilitation of the
European economy and the relationship of the European recovery
program to the national defense. The list of Government wit nesses
was completed on January 15 when Secretary of Defense James V.
Forrestal described the relationship of the recovery program to the
security interests of the United States.

During the 3 weeks that followed, nearly 100 nongovernmental
witnesses appeared before the committee. Included were representa-
tives of many of our outstanding national organizations, spokesmen
of business, labor, agricultural, veterans, religious, educational, and
service groups. Included also were many outstanding individuals
who appeared in their capacity as private citizens, such as John
Foster Dulles, Bernard Baruch, and Robert M. La Follette.
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- Following the conclusion of the public hearings the committee met
In executive session for an additional week to continue its considera-
tion of the European recovery program, taking as a basis for discussion
the draft proposal submitted by the Department of State. On the
basis of information obtained during the hearings the committee pro-
ceeded to rewrite the bill, essentially altering it in many important
particulars. On February 17 the committee concluded its delibera-
tions and voted unanimously to report the bill favorably to the Senate.

As in the case of the Foreign Aid Act, the committee was greatly
impressed with the thorough documentation which was available
during its examination of the European recovery program. It is
probable that no legislative proposal coming before the Congress has
ever been accompanied by such thoroughly prepared documentary
materials. In addition to the extensive documents submitted by the
Department of State, the reports of the Paris Conference of the CEEC
countries, the Nourse, Krug, and Harriman reports, the handbook on
the European recovery program prepared by the staffs of the Senate
Foreign Relations Committee and the House Foreign Affairs Com-
mittee, the special report of the Brookings Institution, and the
numerous reports of the House Select Committee on Foreign Aid
were all available. Added to these reports was a great deal of material
which had been produced in the course of congressional expericnce
with foreign-aid matters prior to 1948, such as discussions relating
to UNRRA, interim aid, ete.

Particular reference should be made at this point to the report
submitted by the Brookings Institution. Early in its consideration
of the European recovery program it became apparent to the
committee that the task of providing for a satisfactory administrative
organization for such an important program would be extremely
difficult. Accordingly, the Chairman of the Foreign Relations Com-
mittee invited the Brookings Institution to analyze the various
proposals which had been advanced and to submit its findings and
recommendations. On January 22 this report was completed. It
served as a basis of discussion for the members of the committee and
helped them arrive at a satisfactory solution.

The committee was likewise impressed by the fact that very few
opposition witnesses appeared to testify against the bill. Represent-
atives of labor and management alike warmly endorsed its objectives.
All witnesses were heard who asked to be heard. A complete list of
the witnesses who testified before the committee is attached as
Appendix II of this report.

8. WHY EUROPE IS IN NEED AT THIS TIME

Economic nationalism, political tensions and uncertainty, war de-
vastation, the prolonged interruption of international trade, the loss
of foreign income and dollar funds, internal financial disequilibrium,
shortage of supplies from southeast Asia, the wartime movement of
peoples to certain areas of western Europe, and a 10-percent increase
of population have all contributed to economic break-down in Europe.
Germany, a focal point in the European economy, is paralyzed.
Inflation is rampant. Subversive elements are hampering recovery
and engineering social chaos.
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Apart from this, Europe is suffering from invisible devastation—the
loss of soil fertility, the deterioration of war-strained machinery, and
the lowering of individual productive capacity because of exhaustion,
hunger, and the loss of technical skills.

These factors aggravate historic economic difficulties in western
Europe; a region which, with relatively slender natural resources,
attempts to maintain a disproportionately large population by being
an industrial workshop and commercial middleman for the rest of the
world. According to the International Bank, the CEEC countries
with twice the population of the United States have one-half our
national income.

The physical volume of goods shipped from western Europe to the
rest of the world in the prewar years did not equal in value the supplies
which had to be obtained from outside. The difference was made up
by the so-called invisible items in the trade balance—income from
overseas investments, earnings from shipping, insurance and commer-
cial financing, and the money spent by tourists. The war has upset
this balance. Furthermore, the world-wide inflation since 1939 has
increased the cost of EKuropean imports much more than it has in-
creased the price she has been able to obtain for her exports.

The difficulty involved in rebuilding an intricate working system
of business, professional, and financial relationships has been a major
impediment to recovery.

Eastern Europe has suffered its own war devastation and large
amounts of available exports have been exacted by the Soviet Union
as reparations, as payment for occupation costs, or under enforced
commercial agreements, thus weakening one source of supply and
trading.

Thegresidents in the CEEC countries in 1947 were living on an
emergency subsistence level averaging 2,250 calories a day instead of
their prewar diet of 2,800 calories or the 3,350 calories of the average
American diet.

The bill in several ways recognizes the present needs but attempts
rather to provide the breathing spell wherein western Europe, on its
part, will take the joint measures to meet the basic difficulties lest
they become chronic.

4. EUROPEAN PROGRESS TOWARD RECOVERY

Steady progress toward economic recovery has characterized the
period since the end of the war. In mid-1947, however, the recovery
process began to slow down. In part, this was the result of the
unprecedentedly severe winter of 1946-47, followed by spring floods
and summer drought, which compelled the countries to maintain
unexpectedly high food imports and to cut down on other imports.
Shortages of imported materials began to appear and to limit pro-
duction in important industries. In part, it was also the result of
cumulative fatigue; heavy reconstruction efforts in all countries were
overtaxing people who for years had not had proper rest and nourish-
ment. And, in part, it was the result of labor unrest, in many cases
politically inspired for the very purpose of retarding recovery and
prolonging economic difficulties by a party which thrives on distress.

72148—48—2
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However, for 1947 as a whole, national income in the participating
countries as a group had reached 91 percent of the 1938 level. Owing
to the increase in population, per capita national income was only 86
percent of the 1938 level. These over-all measures conceal, of course,
wide variations between countries and between different branches of
the economy within each country. In eight countries, industrial
production in 1947 exceeded 1938 levels, and the average for all
countries except Germany was approaching the 1938 level. Coal
production had recovered well in most countries; the United King-
dom nearly achieved its target of 200,000,000 tons and has been able
to resume coal exports of about 200,000 tons a week; French output
slichtly exceeded prewar; the smaller western European producers
were almost back to 1938 levels; coal production in western Germany,
however, was less than two-thirds of 1938 output.

The Continent’s 1947 production of steel 1s estimated at slightly
over 35,000,000 tons, or 63 percent of its prewar output. The average
was brought down by western Germany, for production in the other
participating countries was equal, on the average, to 1938. The
United Kingdom reached its target of 14,000,000 tons, and France
reached 93 percent of its 1938 production. In the case of Belgium-
Luxemburg, 1947 production surpassed 1938.

Output of hydroelectric power in 1947 exceeded 1938 by nearly 40
percent. France has been particularly successful in increasing this
important source of energy.

In most countries, agricultural production was severely affected by
the weather in 1947 and averaged hardly more than four-fifths of 1938
output. This was especially serious because food consumption had
dropped from a prewar average of about 2,900 calories to less than
2,500 calories, and the poor crops in 1947 meant that even the current
level of food intake would be difficult to maintain. Great efforts have
been and are being made by the participating countries to reduce their
need for imported food. British farmers are now producing about
half of the country’s food requirements, as compared to a third before
the war. The French Government has increased its bread-grain
acreage goal for 1948 from 84 percent to 95 percent of prewar and is
also expanding production in French North Africa. The United
Kingdom and France are initiating programs for production of ground-
nuts in their overseas dependencies in order to reduce their need for
imported fats and oils. All countries are taking measures to increase
the use of farm machinery and of fertilizer in order to raise output
while economizing on labor.

Although progress toward recovery has slowed down, the momentum
has not been lost. Despite real difficulties, the efforts of the peoples
of western Europe give support to the conclusion that their economy
will respond to a recovery program over a period of several years and
that the basic objectives of the production program appear to be at-
tainable if the will to cooperate and to produce is vigorous.

6. EUROPEAN RECOVERY TARGETS

The committee appreciates that goals and targets, which seem
optimistic to many American experts, are not the same as achieve-
ments; but it is worth while to record what the CEEC countries and.
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western Germany hope to achieve by the end of 1951. This program
does not necessarily mean a recreating of all prewar conditions, some
of which were admittedly undesirable.

The CEEC countries have set themselves the following aims to be
achieved by the end of 1951:

(1) Restoration of prewar bread-grain production and of an inten-
sive livestock economy.

(2) Increase of coal production to 584,000,000 tons yearly, an
increase of 30,000,000 tons above the 1938 level.

(3) Expansion of electricity output by nearly 70,000,000,000
kilowatt-hours and an increase of generating capacity by 25,000,000
kilowatts, which is two-thirds above prewar.

(4) Development of oil-refining capacity to 2% times prewar.

(5) Increase in crude steel production to 55,000,000 tons yearly,
or 20 percent above prewar.

(6) Expansion of inland transport to carry 25 percent more than
prewar.

(7) Rehabilitation and restoration of the merchant fleets of the
participating countries.

(8) Supply from European production of most of the capital equip-
ment needed for these expansions.

The committee feels that the early months after the initiation of the
program provide the most opportune time for putting vigorous meas-
ures into effect. Such national and cooperative action must be under-
taken now, when levels of employment are high in almost all parts
of the world. Certain of the production goals should be revised to
enable greater concentration on the achievement of the food and coal
targets and on the production for export goals. Full use must be made
of existing capacity; bottlenecks must be eliminated. Schemes for
the proper training of manpower can contribute greatly to the required
result. There must be organizational skill and initiative. The
resources of dependent territories must be better developed.

The estimates of this prozram presuppose a considerable reduction
in the rate of capital development as compared with the CEEC state-
ments. Essentiality must be measured in terms of the scarcity of the
goods and of the urgency of the need for these goods before additional
capacity is constructed. The rigor of certain estimates may be gaged
to the fact that they assume exports to the Western Hemisphere in
fiscal 1949 to be approximately as large in physical terms as those to
the same area in 1938, even though the German contribution will be
only a third as large and Austria and Italy will be below prewar per-
formance.

So that our own vision is not clouded, and in fairness to the par-
ticipating countries, it is entirely appropriate that the committee
quote from the CEEC report at this point:

It is not only a problem of Europe and the American Continent; it is a problem
of the balance of the whole world economy.

Further, while stating that in the initial period the contribution to
this world problem which Europe can make by its own exertions is of
prime importance, the report concludes:

But as the 4-year period develops, the world considerations rather than those
of European production itself will be decisive.
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6. MEASURES TAKEN BY THE PARTICIPATING COUNTRIES TO
STRENGTHEN THEIR ECONOMIES

The committee has observed with satisfaction that since the Paris
Conference last summer the participating countries have taken
immediate steps to strengthen their economies and to cooperate with
one another. The following examples may be cited:

1. The Financial Committee of the CEEC conference recom-
mended the adoption of a proposal for setting off debits against
credits in inter-European payments as a means of stlmulatmg
intra-European trade. The operation of a multilateral clearing
arrangement was entrusted to the Bank for International Settle-
ment. On Janumy 19, 1948, the first inter-European clearing
under the new system was announced.

2. The Study Committee of Customs Unions, established at
the CEEC conference, is examining the possibility of establishing
a common customs union among all the countries repres mted
and appointed a tariff committee which is attempting to complete
the preparation of a specimen common tariff.

3. In addition to the project for a general Kuropean customs
union, there are several projects of more limited scope: (a) Den-
mark, Iceland, Norway, and Sweden; (b) France mJ Italy; (¢)
Greece and Turkey The Benelux customs union entered into
effect January 1, 1948.

4. Since the Paris Conference the CEEC countries have in-
tensified their efforts to attain budgetary balance, reduce in-
flationary pressures in general, and restore confidence in their
currency. This is strikingly illustrated by the vigorous and
courageous actions taken by France and Italy in recent months.

5. A conference on manpower met in Rome and developed
measures to utilize more effectively surplus manpower in such
countries as Italy, to facilitate the movement of labor across
international boundaries, and to improve occupational qualifi
cations and training.

Five of the sixteen countries, not yet being members of tueo
United Nations, are not members of the Economic Commission
for Europe, but they have been invited to the committees of the
Commission. It is planned to reestablish the prewar system for
exchanging freight cars and to facilitate highway truck traffic.

In spite of these gains, it seems clear to the committee that the
western European nations require an organization with wider powers
and greater responsibilities than the Paris Conference. Such an or-
ganization might well have the responsibility for screening require-
ments and mtoon ating m oduction and investinent programs and should
be in a position to make positive proposals to its member governments
for raising the productive efficiency of the western European economy.
The vast potentmhth of the dependent territories should be mobilized
behind any program of European aid.

7. UNITED STATES ASSISTANCE TO EUROPE SINCE THE WAR

Since the end of the Second World War, the United States has
extended assistance to Kurope in the form of (1) repayable loans and
credits, and (2) relief supplies and grants not requiring specific repay-
ment. Most American assistance belongs to the first category.
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Credits and loans.—Interest-bearing credits and loans include (1) the
Joan to the United Kingdom of $3,750,000,000, authorlzed'by Congress
in July 1946; (2) two Export-Import Bank reconstruction loa.n‘s to
France, one of $550,000,000 in September 1945, the second of $650,-
000,000 in June 1946; (3) sale of United States surplus property
abroad and surplus merchant vessels on long-term credit, to France
at a credit of $300,000,000, and to Italy at a credit of $160,000,000
for purchase of surplus property in Europe, and $42,000,000 to each
for the purchase of merchant vessels; (4) lend-lease settiements and
pipe-line credits. In the period from July 1, 1945, to June 30, 1947,
the United States Government authorized repayable loans and credits
to the Paris Conference countries of $7,353,000,000 in all.

Grants and relief—Grants and relief include (1) UNRRA, toward
which the United States contributed $2,700,000,000; (2) United States
foreign-relief program, including an authorization of $332,000,000 in
July 1947, and a donation of $15,000,000 to the International Chil-
dren’s Emergency Fund; (3) interim aid to Austria, France, and
Italy, in the amount of $522,000,000, enacted in December 1947;
(4) Greek-Turkish aid, to the amount of $400,000,000; (5) relief of
occupied areas; (6) lend-lease aid not repayable. In the period from
July 1, 1945, to June 30, 1947, the United States Government author-
ized assistance under the programs listed above of some $1,943,000,000,
allocable to certain of the Paris Conference countries. A further
$767,000,000 allocable to German relief, and $481,000,000 not allocable
to specific countries in Kurope but intended almost entirely for the
Paris Conference countries, were authorized, making a total of
$3,191,000,000, to which interim aid should be added, making the
total as of December 31, 1947, $3,788,000,000.

Thus loans, credits, grants, and relief to the Paris Conference
countries and Germany authorized in the period July 1, 1945, to
December 31, 1947, totaled a little over $11,000,000,000.

These figures do not take into account remittances from private
individuals and voluntary agencies in the United States, which in the
year 1946 ran slightly more than half a billion dollars, a sum which it
1s estimated was equaled in 1947.

A break-down of United States loans, credits, grants, and relief
contributions for the two fiscal years July 1, 1945, to June 30, 1947
is as follows: ’
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8. THE PARTICIPATING COUNTRIES

The 16 countries which attended the Paris Conference and signed
the CEEC report are as follows: Austria, Belgium, Denmark, France,
Greece, Iceland, Ireland, Italy, Luxemburg, the Netherlands, Norway,
Portugal, Sweden, Switzerland, Turkey, and the United Kingdom.
A number of other states were invited but did not attend: Finland,
Poland, Hungary, Rumania, Bulgaria, Yugoslavia, Czechoslovakia,
and Russia.

In view of the cooperative nature of the recovery program, the
committee believed the door should be left cpen for those other
countries if they choose to enter. To this end, in addition to the
CEEC signatories and western Germany, the act envisages the possi-
bility of any other country wholly or partly in Europe, including
Trieste and areas under international administration and control,
becoming a participating country. Such countries must, however,
adhere to a joint program for European recovery. Under the terms
of the act the words ‘““participating country’ include its dependent
areas.

Some criticism has been voiced because certain states like Portugal
and Switzerland, which are in sound economic condition, are listed
among the participating countries. The fact that a state is a ‘“par-
ticipating country’” does not necessarily mean that it will receive
assistance from the United States. The committee stressed the fact
that some of the CEEC countries will not require any direct assistance
from our Government and that they should be looked upon as co-
operators in the program rather than recipients of our aid. Their
contribution to European recovery will be considerable. When it is
remembered how closely the participating countries are bound
together by ties of trade and commerce it is evident why they must
all be brought into the program and why they must all work together
as a team if the goal of European recovery is to be realized.

Of all the sovereign states of Europe, Spain was the only one which
was not extended an invitation to attend the Paris conference. From
an economic point of view Spain might be able to make a contribu-
tion to such a program. On the other hand, due to the nature of the
Franco regime and due to the resolutions adopted at various inter-
national conferences, the CEEC countries at the Paris conference did
not believe it appropriate or consistent with the spirit of such resolu-
tions to invite Spain to participate at that time. Whether she even-
tually takes part in the program will depend upon her own willing-
ness to assume the obligations involved, the willingness of the partici-
pating countries to admit her, and the ability of Spain to conclude a
satisfactory bilateral agreement with the United States.

ParT I1. THE ADMINISTRATION OF THE PROGRAM
A. THE ECONOMIC COOPERATION ADMINISTRATION

The committee agreed that the complex nature of the recovery
program and the magnitude of the task to be performed called for
the creation of a new and separate operating agency. Many of the
activities contemplated partake of the character of a business enter-
prise. But the administration of such a program, with its wide
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ramifications abroad, is much more than a business venture. It
involves our relations with foreign nations and is, in many of its
aspects, inextricably bound up with United States foreign policies at
the highest level.

The problem before the committee, therefore, was to devise an
administrative arrangement which would insure the smooth and effec-
tive operation of the business aspects of the enterprise without, at the
same time, impinging upon the essential authority of the Secretary of
State in the conduct of foreign relations.

The committee completely agreed with the Secretary of State that
it would be unwise to place the agency in the Department of State.
Such a move would impose upon the Secretary responsibility for
duties of an operational nature, not within the normal range of the
Department’s activities and might, as a result, impair the execution of
its policy functions. Under the circumstances a new and separate
agency seemed to be a wise alternative.

It is also apparent that the form of the new agency must be such as
to insure sufficient flexibility of structure and operations. For this
reason some people have argued that a part of the program, at least,
might be entrusted to a new organization with corporate structure
comparable, in some degree, to the Reconstruction Finance Corpora-
tion. It i1s argued that such an organization could be given in its
charter considerable flexibility, free from the normal governmental
regulations relating to procurement, personnel, and auditing. In
addition, 1t could be authorized to enter into contracts, settle claims,
and in general resort to ordinary business practices in a program
that is essentially of a business character.

It should be pointed out, however, that all of these advantages
claimed for the corporate form can be obtained for the noncorporate
form by making provision in the act for necessary exemptions with
respect to procurement, personnel, and auditing. Moreover, in view
of the importance of the program and its impact upon other agencies
of the Government, the committee decided that there would be a real
advantage in creating a new agency as an integral part of the executive
branch on a plane with the 10 Cabinet departments.

As a result of these considerations the act provides for a new and
separate agency with a noncorporate form. Considerable leeway has
been given the agency with respect to the hiring and payment of
personnel, accounting procedures and other related matters. And
every effort has been made to insure smooth working relationships
between the new agency and the existing departments and agencies
of the Government.

10. THE ADMINISTRATOR

Closely related to the form of the new agency is the nature of the
administrative direction or supervision provided for it. The choice
facing the committee lay between direction by a single administrator
or by a board or commission.

Fear has been expressed in some quarters that the appointment of
a single administrator might result in the concentration of too much
power in the hands of one individual. The committee felt strongly,
however, that in a program of such magnitude, where speed of decision
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and centralization of responsibility are essential, a single administrator
would prove far more satisfactory than a board or commission.

The committee likewise agreed that the head of such an agency, if
he is to perform his duties in an effective manner, must have a status
that will place him upon a plane of equality with the heads of other
departments and agencies of the Government with whom he must
cooperate in developing his program. From time to time there may
be unreconciled differences between these agencies. In order that
such differences may be satisfactorily resolved, it is particularly
essential that the Administrator of the new agency be given a position
that would entitle him to have the same direct access to the President
as the heads of the 10 Cabinet departments.

The bill covers these general principles in some detail. It vests the
responsibilities and powers assigned the Economic Cooperation
Administration in a single Administrator who is to be appointed
by the President, with the advice and consent of the Senate. The
Administrator will be responsible to the President, will perform his
functions under the control of the President, and will have a status in
the executive branch comparable to that of the head of an executive
department.

In general, the Administrator will provide the central administrative
direction for the program. Among other things, he will review the
requirements for participating countries, formulate programs of
United States assistance, provide for the execution of such programs,
and terminate assistance according to the terms of the bill. The
Administrator’s functions will be examined in detail in other sections
of this report.

Because of the nature of the program, the committee, throughout
its deliberations, emphasized the fact that the Administrator would
have to be given considerable authority to enable him to perform his
functions effectively. Accordingly, the selection of the Administrator
will have to be made with the greatest of care. He must be an able
administrator, a dynamic leader, and cooperative in his approach
to other agencies.

11. RELATIONS OF THE ADMINISTRATOR TO THE SECRETARY OF
STATE

As has been pointed out above, the main problem facing the com-
mittee with respect the administrative aspects of the recovery pro-
gram was to devise a formula which would permit the Administrator
to carry out his operating functions in an effective maaner without
Impinging upon or impairing the authority of the Secretary of State
in the conduct of foreign relations. Obviously the Secretary of State
18 vitally concerned with all operations under the program that may
affect the foreign relations and policies of the United States. But
experience during the war years, when interagency quarrels hampered
the war effort, clearly demonstrated that it is impossible to draw a
clean line between operations and foreign policy. The committee
believes that the formula of cooperation outlined in the bill will result
in the kind of concerted action between the Administrator and the
Secretary of State that will strengthen rather than weaken the conduct
of our foreign relations.
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Under the terms of the bill the Secretary of State is authorized, in
consultation with the Administrator, to conclude the basic agreements
with the participating countries in furtherance of the purposes of this
act. On his part, the Administrator is charged with responsibility
for the central administrative direction of the program, including the
formulation and execution of assistance programs, methods of financ-
Ing, procurement, storage, and delivery of commodities, etc.

In order to avoid possible misunderstandings, the bill provides that
the Administrator and the Secretary of State shall keep each other
fully and currently informed on matters, including prospective action,
arising within the scope of their respective duties which are pertinent
to the duties of the other. Whenever the Secretary of State believes
that any action, proposed action, or failure to act on the part of the
Administrator is inconsistent with our foreign policy, he shall consult
with the Administrator. If the differences are not adjusted by such
consultation the matter will be referred to the President for final
decision.

This procedure is somewhat comparable to the formula adopted by
the Congress in the Atomic Energy Act of 1946. In case of differences
the Secretary of State has a temporary veto over the actions of the
Administrator with the President acting as the referee. 1t is unlikely
that few, if any, such differences will ever reach the President’s desk.

With respect to personnel the position of the Administrator is clear.
He will possess the authority to recruit and to appoint personnel for
service both at home and abroad and such personnel will be respon-
sible to him for the performance of their duties. If the Administrator
so desires he may recommend the appointment of personnel serving
abroad to any class in the Foreign Service Reserve or staff.

12, RELATIONS OF THE ECONOMIC COOPERATION ADMINISTRATION WITH
OTHER AGENCIES

The committee agreed that the Administrator would not find it
necessary to create a large agency in order to perform his functions
under the act, but should utilize the existing facilities of departments
and agencies of the Government already engaged in such activities.
Thus, in developing the financial aspects of the program, the Admin-
istrator will act in consultation with the National Advisory Council.
Similarly with respect to the appraisal of Eurcpean requirements, the
availability of commodities, procurement, and other related matters,
the Administrator will lean heavily upon the Departments of Agri-
culture, Treasury, Commerce, Interior, Army, Labor, and other
agencies.

To insure the necessary cooperation without unduly imposing upon
existing agencies, the bill authorizes the Administrator to utilize the
facilities and services of any department or agency of the Govern-
ment as the President shall direct, or with the consent of the head of
such agency. Since ultimate responsibility for the program centers
in the President it is not anticipated that any difficulties will arise
on this score.

In the extension of loans to the participating countries the Admin-
istrator will utilize the facilities of the Export-Import Bank. Funds
will be allocated for such purposes and the bank will make and
administer the credit as directed, and on terms specified, by the
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Administrator in consultation with the National Advisory Council.
The role of the bank is thus a purely ministerial one.

One possible source of disagreement between the Economic Coopera-
tion Administration and other agencies lies in the allocation of scarce
commodities. Differences may well arise when the Administrator, as
one of the claimants for such commodities, presents the requirements
for his program to the Secretary of Commerce and the Secretary of
Agriculture. In view of the fact that the European recovery program
represents but one part of the total domestic and world supply picture,
however, the committee considered it essential, in order to protect
our own domestic economy, to leave the power of allocation in
neutral hands rather than bestow it upon the Administrator who, as a
claimant for a particular area, might tend to give undue emphasis to
the needs of his own program. In the event agreement cannot be
reached with respect to scarce materials, the matter would, of course,
have to be referred to the President for final settlement.

13. SPECIAL ECA MISSIONS ABROAD

The bill also provides for the establishment of satisfactory working
relations between the officials of the Economic Cooperation Adminis-
tration abroad and our regular diplomatic representatives in the
participating countries.

In the highly complicated task of formulating, carrying out, and
reviewing assistance programs, the Administrator will need special
representatives with a high degree of technical competence in each
of the CEEC countries. Of necessity these representatives will be in
intimate contact with many departments of the participating govern-
ments and, from time to time, will have to confer with the highest
officials. Under such circumstances close working relations with
our regular embassies and legations are absolutely essential.

Accordingly the bill provides for the establishment in each par-
ticipating country of a special mission for economic cooperation. The
chief of the mission, who will be second in rank to the chief of the
United States diplomatic mission, will be appointed by the Adminis-
trator and be responsible to him. So that there will be no misunder-
standing about division of labor, it is made clear that the chief of
the special mission is responsible, in the country where he is stationed,
for assuring the performance of operations under the act.

This does not mean that he should be permitted to take action
which runs counter to the foreign policy objectives of the United
States. Such a possibility is safeguarded by the provision that the
chief of the special mission and the chief of the diplomatic mission will
keep each other currently informed of their activities. This will en-
able the chief of the diplomatic mission to consult with the chief of
the special mission whenever the former believes that any action or
failure to act on the part of the special mission is inconsistent with
our foreign policy. Differences of view which cannot be reconciled in
the field will be referred to the Administrator and the Secretary of
State for decision.

Given men of good will, working in the general interests of the
United States and world peace, the committee strongly believes that
this formula, while perhaps not the best which could be devised from
a theoretical point of view, will in fact prove the most satisfactory basis
for operating relations.
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14. UNITED STATES SPECIAL REPRESENTATIVE ABROAD

This report has already emphasized the fact that the success of the
recovery program will depend in large measure upon the effective
cooperation of the participating countries. Such cooperation will
develop, to a very great extent, through the activity of the continuing
organization which the CEEC states have agreed to set up. The
committee agreed that it was imperative for the United States to be
adequately represented at such an organization.

In fact this will be the chief responsibility of the United States
special representative in Europe provided for in section 8 of the bill.
In addition, he will probably serve as a roving ambassador, discharg-
ing such additional responsibilities with respect to the recovery pro-
gram as may be assigned him with the approval of the President. The
committee believed it would be unwise to define the duties of the
special representative in any detail at the present time. In general,
however, the committee agreed that he might perform e\tremely
valuable services in COOI‘dlllatIDO‘ the activities of the chiefs of the
special missions in the partlclpatlnﬁ countries, and handling matters
which require joint negotiations with two or more states and cannot
therefore be handled in the normal way.

While the exact relationship between the special representative
and the Secretary of State, the Administrator, the chiefs of the
special missions and the chiefs of the dlplomatlc missions can only
be worked out in practice, the bill provides that he must keep all
these individuals informed of his activities. Moreover, he is to
consult with the chiefs of the special missions who must give him
whatever cooperation he may require for the performance of his
duties under the act.

Clearly the special representative, like the Administrator, will be a
key figure in the European recovery program. On his knowledge,
skill, perseverance, and diplomacy much of the success of this joint
enterprise will depend. Every effort should be made to find an indi-
vidual who possesses the many qualifications necessary for this
difficult undertaking.

15. THE PUBLIC ADVISORY BOARD

Because of the broad range of problems involved in the recovery
program, the committee believed it highly desirable to create a public
adv1sory board to advise with the Administrator with respect to basic
policy matters. Two direct benefits will flow from such an arrange-
ment. In the first place, an advisory board made up of eminent citi-
zens with varied experiences and representing various interests, will be
able to contribute many valuable suggestions and criticisms for the
use of the Administrator. He will undoubtodly wish to lean heavily
upon their counsel. In the second place, if the Administrator works
closely with an advisory body consisting of representatives of labor,
business, agriculture, and other interested groups, public confidence in
the enter prise will be oreatly augmented.

As provided in the bill the Public Advisory Council will be bi-
partisan and will consist of not more than 12 members appointed by
the President and confirmed by the Senate. As the name indicates
it is to function in an advisory capacity only. The act provides that
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it shall meet at least once a month and at other times upon the call
of the Administrator or the request of three or more of the Board
members. The committee sincerely believes the Board will prove a
valuable asset to the Administrator without constituting a burden
upon his time.

The Administrator is also authorized to appoint such other ad-
visory committees as he may consider necessary to carry out the
purposes of the act. It is very probable, as the recovery program
progresses, that the Administrator will find special advisory groups in
industry, labor, agriculture, commerce, and other specialized fields
of considerable assistance to him.

16. THE JOINT CONGRESSIONAL COMMITTEE

The European recovery program will be a gigantic enterprise. It
will involve the cooperation and the resources of the United States.
Its outcome will determine, to a very large extent, whether peace and
prosperity will prevail in the western world. Its successful execution
will be of continuing interest to the executive branch, the Congress,
and the people of the United States for the next 4 years.

For these reasons the committee believed it would be highly desir-
able to establish a congressional committee to be known as the Joint
Committee on Foreign Economic Cooperation. This joint committee
will be bipartisan in character and will be made up of seven Members
of the Senate and seven Members of the House. Its chairman and
vice chairman will be appointed by the President of the Senate and
the Speaker of the House acting jointly.

It will be the task of the joint committee to make a continuous
study of United States foreign-aid programs and to review the progress
achieved in the execution and administration of such programs. It
will also, upon request, aid the standing committees of the Congress
having legislative jurisdiction over the various aspects of foreign
economic assistance. Finally, it will report to the Congress from
time to time making such recommendations as it may deem desirable.

After careful consideration of the issues involved, the committee
agreed that it would be most inadvisable to bestow legislative author-
ity upon the joint committee. The recovery program will have many
facets, both international and domestic. It will be related to foreign
policy, shipping problems, export controls, farm production, stock
piling, foreign trade, and financial policy—to mention only a few.
To grant the joint committee legislative authority would compel it to
invade the proper jurisdiction of many of the standing committees of
the Congress.

The committee felt strongly, however, that the joint committee will
serve as a useful mechanism to bridge the gap between the executive
and legislative branches and thus help bring about that teamwork
within our own Government which is essential if the program is to
succeed. It is believed that the joint committee can play a very help-
ful role both in keeping the Congress informed and in advancing
healthy criticisms and helpful suggestions for the use of the Admin-
istrator. The bill provides that the Administrator, at the request of
the joint committee, shall consult with the committee from time to

time with respect to his activities.
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Parr III. REQUIREMENTS OF THE PROGRAM AND AVAILABILITIES
oF CoMMODITIES

17. HOW THE REQUIREMENTS WERE SCREENED

Your committee considered with care the way in which the re-
quirements of the participating countries were originally prepared
by the Committee on European Economic Cooperation (CEEC) and
the method by which they were screened by the executive branch.

Basic commodities and productive equipment which are essential
to the reactivation of the European economy were subjected to careful
study by committees composed of technical experts drawn from the
participating countries. The CEEC established technical committees
covering the fields of food and agriculture, fuel and power, iron and
steel, transport, timber, and manpower. These technical committees
collected exhaustive information from each of the participating
countries and prepared technical reports based on an expert examina-
tion and evaluation of the materials bearing on their subject. Each
of these technical reports outlines the nature of the commodity
problem, establishes anticipated levels of production, estimates and
justifies the amount of requirements needed to achieve the objectives
of the program, and indicates the net amount of import requirements
which the participating countries taken together will need from the
rest of the world.

In addition to the technical committees mentioned above, the CEEC
also formed a balance of payments committee to translate the net
import requirements of the participating countries into financial
terms and a committee of financial experts to examine ways and
means of removing financial obstacles to intra-European trade.

The general report of the CEEC together with the detailed reports
of the technical committees were transmitted to the United States
Government on September 22, 1947.

The executive branch made a close analysis of the principal com-
modity requirements of the participating countries. The commodities
and services selected for this detailed scrutiny were generally those
which the CEEC regarded as the basic essentials for recovery and also
those which involved difficult supply problems.

In these selected areas, the executive branch first examined the
data presented in the CEEC reports to determine that, apart from
supply considerations, the program was not based on unwarranted
assumptions regarding levels of consumption or rates of new invest-
ment activity. Judgments based on expert knowledge and experience
were required in each step of this process. The criteria adopted for
this stage of the screening process, however, are easily explained.
A requirement figure was regarded as unjustified until it could be
demonstrated that the country concerned needed a commodity for its
economic recovery or that it could not dispense with that commodity
on any reasonable and practical standard of consumption consistent
with the objective of European economic recovery. For example, on
this basis the stated needs for certain types of heavy agricultural
machinery were disregarded because it is believed that European
farms are not large enough to permit them to be utilized effectively
in promoting economic recovery.
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Against these estimates of requirements as initially justified, the
executive branch set its first approximation of availabilities. The
primary figure in this estimate was domestic production in each of the
participating countries. It was assumed that within practical limits,
such as established trade relations, the surplus production of each
participating country would be made available to others in the group.
An examination was then made to determine the extent to which these
net deficiencies between domestic production and requirements of the
participating countries taken together could be obtained from the
rest of the world.

If the net import deficits could not be met from world availabilities,
a reexamination was made to ascertain whether or not requirements
could be further scaled down or alleviated by substitute commodities
without imperiling the objective of the program. The substitution
of finished steel for crude and semifinished steel is an example of this
procedure. In food, however, there was no choice but to cut require-
ments from the desirable level of food intake to the practical level
dictated by supply scarcities.

In the process of making its estimates, the executive branch con-
sulted for several weeks with technical representatives of the CEEC.
In addition to the information obtained in the course of these dis-
cussions, the executive branch utilized information obtained from
the participating countries’ missions in the United States, our missions
in the CEEC countries, the United Nations and its specialized agencies,
the Krug, Nourse, and Harriman reports, from private citizens and
business firms, and from the American press.

At the same time, Members and committees of the Congress were
examining various aspects of the program in preparation for intensive
hearings which would enable the Congress to enact sound legislation.

Admittedly, the committee had not the time, or resources, or tech-
nical competence necessary to make detailed investigations of each
of the CEEC requirement figures. The committee was convinced,
however, that the methods used by the executive branch in the screen-
ing process were sound, and had been applied by competent individuals
in a scientific manner. The results of the screening are brought out
in the following sections of the report.

18. REQUIREMENTS OF THE PARTICIPATING COUNTRIES

The committee has accepted generally the validity of the estimated
requirements of the participating countries as screened and presented
by the executive branch. The estimates and timetable (dating from
April 1, 1948), far from being extravagant, seem to provide a tight
fit in view of the far-reaching objective of economy recovery. The
committee recognizes, furthermore, that in actual practice the
Economic Cooperation Administration must keep its program of
assistance flexible so that adjustments can be made from time to time
in light of specific needs and supply considerations and subject to
the general provisions of the bill.

The following table gives the exports from the Western Hemisphere
of certain major commodities for the period April 1, 1948, to June
30, 1949. The financing of a substantial portion of these exports will
require United States assistance under the program.
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Estimated quantities of selected imports of the participating countries from the
United States and other Western Hemisphere countries Apr. 1, 1948, to June 30,

1949
From
From other
Commodity Unit United | Western | Total

States Hemi-

sphere
Breadpraina®e - S s a8 4o L oL BLoIY 9,165 17, 360
Coarie PRalOR o0 e ot 4,055 5, 260
Eataand eile s e 388 570
1,468 1,714
2,408 2, 588
1,401 1,431
122 309
71 633
95 156
3 156
261 619
276 275
65 65
42 298
296 987
Nitrogen fertilizer_ - . _ - oo 132 214
Agricultural machinery 22 158
Caglie- VT T LTINS ey A3 ORI EILT EAY 43, 250
Coal-mining machinery.---- ..cceeeoao-. Millions of dollars. . ... _._.____. B2l L i s 82
Potrolenm’1 e, AL eely e Thousands of metrictons_______| 29,274 |- ..————_-- 29, 274

TRTHep st S ol 8 s oo iy Condy o2t e Td Thousands of cu ic feet board

TNEASULE-.. Moo=l b iz tor Lo o 2,310 6, 599 8, 909
TROFIGEe S Al TRy ip ] CTCAl T DRIy Thousands of mei..ctons._ __ oo _|occooooo 1,475 1,475
Crude and semifinished steel ..o |- __ /s [ TR T W L SV e T 3N 935 431 1, 366
Rinished Steel s 32 = 2 e Td Th Jatia Ll Wil @otil TLAGASGEIEL € 4 S 2] 2.060M 1 ST SN 2,069
gl 010 [0 7 (NS g S ST S B . ST Thousands of units__.oeeeeeeoo-. 67 11 78
FReIPRUCATS | st e e L e i o [ e 0 S R A 1 R o s 20
Sieellequipment > 0 L0 UL S iwL Millions of dollars. - cecccceecae-- AR Ll 48
Tmber equipment. . Si L L5 Giie sul 15 dorits ek INEET 8 Tad Iy PARSHE el 17
Electrical equipment - - oo oo oo dotor 2l ATt At N1 ALt 1 IS E I R R 95

1 Includes imports of oil and petroleum products by participating countries from the United States and
from American companies operating in the Caribbean, Middle East, and other areas outside the United
States. It is expected that the proportion of these imports coming from the United States will be 20 to 30
percent in volume during the period Apr. 1, 1948, through June 30, 1949.

The principal requirements of the participating countries and
western Germany for the 4 years 1948-51 from the United States as
indicated in the CEEC report fall into four major categories: Food
and fertilizer, 26.5 percent; coal and petroleum, 14.2 percent; iron
and steel, 5.9 percent; timber, 2 percent; and equipment, 16.2 percent.
This amounts to 64.8 percent of the total. The balance of the import
requirements consists of a wide variety of specialty products, many
of which are produced in quantity only in the United States.

The committee appreciates the fact that the executive branch has
had to make reductions and substitutions in the estimates of net
import requirements given in the CEEC report by determining the
urgency of need of particular commodities, the size of the import
requirements remaining after supplies from indigenous production
are increased to practical limits and are properly utilized, and by
judging the extent to which the United States can prudently and
wisely undertake to meet those import requirements.

The reductions and substitutions made by the executive branch
in the CEEC estimates are illustrated by the following tables:
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Comparison of selected food and agricultural import requirements for 19/8-49 ' as
estimated by CEEC and by the executive branch (dependent overseas lerritories are

not included)

Estimated total import | Executive
requirements b{gmclt]
. estimate
Commodity Unit ass%eﬁc}slg
Executive | of
CEEC branch estimate
Bread prainas e e Thousand metric tons__. 17, 988 14, 270 79
Eoprsepraing-eeas Liiteh s A p ool o Q0 com el i, o orTn ol 9, 349 5, 700 61
Fatsend otls o 3 U e s e st e i einiomninidne ddiba i 2, 968 2, 464 83
Ofleakeland mealtrl ol ot oo s (5 [ IR S RN O N 4,417 2,750 62
BT fgosec it o T 3,053 3,056 100
Meat (including horse meat) .. ____|.____ 0y U At R N0 N 2, 603 1,933 74
HEESEE- s Lo o) okl o sl f b o il s s N e B 279 249 89
L2t s 1111 ) o e ety | SCHR o [0 el enl N 240 346 144
iU ke B L e I SR R | AR L] (AT goXisTT It 346 209 60
Dried fruit andinats_...o oo L. ¢S U T TALE (5 [ o R e I YN 455 493 108
i le s e PR A e T R R S SR MR | P Ao 352 140 40
Coffeegreen) <o "t .- bt L) o O e s 422 435 103
L] R s R e D St St Siabi S Soalin B S Son (¢ 17 S S B SRR N e 530 ol da Bl
Erenh R N, o T Ll 5 0% S S T A4 S 2,811 2,818 100
Gl SNSRI S (SIS S C R DI e s T N 338 276 82
S0 e SR TR ARG S S T | TR GONERIEN b Y W 247 328 133
Nitrager fortilizer- 2. ol i ok e - A 297 180 61
Agricultural machinery. - - occceaer- Million dollars.._.__.__. 266 160 60

1 CEEC estimated requirements for food and agricultural commodities were based on crop years, July 1
to June 30 of the following year. The first year of estimated requirements under the European recovery
program was assumed by CEEC to relate to the crop year 1947-48. Requirements are larger in 1947-48 than
in 194849 and following years. The CEEC assumed that full satisfaction of its 194748 requirements would
result in much lower requirements in 1948-49 and later years. However, CEEC requirements for 194748
were in fact not met, and therefore the CEEC would probably want to revise its requirement estimates
upward for 1948—49. In the table given above, the CEEC requirements relate to 1948-49 rather than to
1947-48. Since the 194849 CEEC requirements are lower than those for 194748, the extent to which the
executive branch estimates of requirements differ from those of the CEEC is understated.

Comparison of certain selected import requirements from the United States for com~
parable 12-month periods as estimated by CEEC and by the executive branch (de-
pendent oversea territories are not included)

Import requirements
from United States Executive
branch
Commodity Unit estimate
CEEC, | Executive | as percent
calendar branch, of CEEC
year 1948 | fiscal year | estimate
1949
Pgtroleu.m (from dollar sources)! ...._.._.. Thousand metric tons___ 23, 766 19, 542 82
Timber_ - A 8E - ui [ Million-boardfeet-__-._- 789 789 100
Crude and semifinished steel .........._. Thousand metric tons. .. 2,040 748 37
e o B T R T N SR et T 182 35 19
Scrap (or pig-iron equivalent) ____________|..-__ 1 R SN S 4R S 0
lelSFE? steel, other than sheets and tin |._.__ ;| 449 1,150 256
plate.
Timber equipment 3 ___ .o _.______ Maillion dollars______._.. 10.1 9.8 97
Electrical equipment.... . - oo coomomoeo |- s ol By sy 150 95 63
T o by S T T N [ Thousand units_________ 47 20 43
Steel plant and equipment .. .. ____________ Million dollars. _._..____ 100 48 48

! Total imports from dollar sourees, largely outside the continental United States.

? Executive branch estimates of finished-steel requirements of the participating countries from the United
Btates take account of the anticipated deficits in pig iron, crude and semifinished steel, and scrap require-
ments of the participating countries. To the extent that availabilities in the United States permit, the
executive branch has estimated that finished steel might offset in part the deficits in pig iron, serap, and
crude and semifinished steel. Taking these selected iron and steel products on a ton-for-ton basis, the
executive branch estimated that 48 percent of CEEC requirements of 4,070,000,000 metric toas of iron and
steel might be met. -

3 Total timber equipment requirements in 1948, as estimated by the CEEC, are 16.4 million dollars, of
which 6.3 million dollars were for dependent areas of the United Kingdom and France. In order to raise
productivity in the timber-producing colonial areas, the executive branch estimated that 7.1 million dollars
of timber equipment might be made available from the United States to these dependent areas in the fiscal
year 1948-40.
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The program as recommended by the executive branch and accepted
by the committee is based upon detailed commodity and country

studies.

The committee recognizes that it is difficult to be precise either as
to the cost and composition of the import requirements or as to the
level of dollar earnings achieved by exports and other dollar funds
which the participating countries may be able to obtain from sources

other than new United States Treasury funds.

The following esti-

mates for the 15-month period April 1, 1948, to June 30, 1949, how-
ever, were presented by the executive branch, and it is the committee’s
judgment that these estimates have generally withstood critical

examination.

European Recovery Program Committee—Recapitulation table: Illustrative com-=
position of imports of commodities and services from Western Hemisphere and
possible sources and distribution of financing, Apr. 1, 1948, to June 30, 1949

(at July 1, 1947, prices)

[In millions of dollars]

Possible sources and distribution of

financing
Total
Import : Sources

S Ownre- |Other than | United

sourcei United States

States funds

funds
Breddyeraing: Yo bty gy ctar cwn o tald s g0 i F 1, 600. 3 138.8 336. 7 1,124.8
CoarSelprains. & hkkas fols an e SR OY SitEe i S op 552.3 68. 6 66. 6 417.1
R I RO 1S e e o b, St e e T P T e e 20 378. 4 29. 2 76.2 273.0
(QHE )« RS e T~ o L e 190.7 17.4 33.3 140.0
R L RNy S N R N L 295. 8 Soal 33.4 227.3
1 0T e e N W T W el i Pt = 2 Lo N 393.1 14.5 33.3 345.3
0 B30 oa 70 0 0.0 15 L) (U o e M e st i R DR BT | e 275. 2
| 5T e e el o o e A 1 s M o e o il L 85.3 i ) L T 78.6
e T o o e e e e 34.3 28 e e o 31.5
VT T o e S ORI Ol . MW s 47.8 < 7 1) [ 4.7
Cotfegmr. L 1 saebi camlonnba Woomprd TOET s L s 156. 6 34.1 38.3 84.2
Obitenfnods.| | L saedtl Sor kel § o TN RN e o 168.0 2 ol o T il T 144. 5
Suhfotall: " s e ST L e T R 4,177.8 373.8 617. 8 3, 186. 2
MobRooo sl L Liad Ll 08 1 ML S S i iy, 293. 4 yas (e B EAEH |8 236. 1
COMEORES: L oleoeoed o6 mospaaden | 3 000 00 o BT 790.0 214. 4 42.1 6533. 6
NGrapans . asuitinoes o aik ol 80007 o ond TR 42.8 AP b R 37.6
Bhosphatesy: e o Lo b wole s B ea DU e ounl 3l T | e S 2.6
VRN o e el SN W S o W) OO (o et [l e o RSt oo et e s el A Sl
Agriculiuralimachinery . L. ool o e 158. 7 12. 6 12.9 133. 2
Snallt. o ol c eanupe 1 . fnt Bi b amerd e ne B 389.3 1Dl ruibo b feiy 375.8
Minmgmachingry ot g2t THE LA TS e b 81.9 1.0 2.9 78.0
Eatrolenm products. oo ol Soi - Lo sumer Lo 651. 9 a0kl et L e 321.8
mDen.. e e il el R R L e e 333.4 185. 7 16.0 131. 7
Iron and steel:

Rinishedts. SRkse_ - 4 o Sak o0 LT ST e 226.7 85.9 215 7 119.1
Crude and semifinished o s s T e o 86. 2 [y LY il T 28.8
PIESrond 2 oo sont ot abi B v Bheodun, oSSl 1.6 | R L . 1.4
S{rie:y ol e (5. S WS T ey i e e e 7.1/ e A sl T T 2.0
Iroriiores) o, oy - i et B L] (R ) L T 8.8
1T (ed o MR, T S ST, I I e [ P 116. 8 17.0 21.8 78.0
IKreightiearsf el Ar bl ot LTIt i o PaaIes s - e (G P o T et o i T 60.0
Blealq DI merTts suse o5 o snimen ot Sintier £ o oSl e o I e 9.1 39.0
Nimber equipment...... selosd Sa st L Deoedlpehsd s 58 17.0 S B e 16. 6
Electticslicaqnipmentascducd ol oo s sdntd o - deddianly 95.0 5.0 6.0 84.0
Uthendmports feds twm i G-l fldens Ikl ool b 4, 228. 2 3,025.3 408.0 794.9
Total commodity ImMPortS: ok e o aa e hs e 11,812. 7 4, 385. 3 1,1568.3 6, 269. 1
NGl Ireighf sl it o b o g, gimublagwn Lowte boeg, goonl Loy 827.0 ] o IR Ty 591. 6
QOther:dbllarpasrments oo s s sl Lo e 319. 4 S19, bt re SRt at i
94001 ) (DR P ¥ SCARIES, o M NPT DO N TN L LT 12, 959. 1 4, 940. 2 1,158.3 6, 860. 6
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The participating countries and western Germany, according to
column 1 in the preceding table, will require imports from the Western
Hemisphere amounting to $12,959,000,000. The executive branch esti-
mates that these countries as a group will export about $4,940,000,000
of goods and services to the Western Hemisphere in the first period of
15 months. This estimate is indicated in column 2. The difference
between column 1 and column 2, amounting to $8,019,000,000, indicates-
the approximate net deficit which the participating countries and
western Germany will probably incur on current account with the
the Western Hemisphere. It should be emphasized at this point that.
the indicated net deficit of the participating countries with the
Western Hemisphere is based on the assumption that these countries
will engage in a vigorous domestic productive effort and will cooperate
fully in measures of self-help and of mutual assistance, and will thus
reduce their requirements from the Western Hemisphere to a minimum
consistent with a true recovery program.

In addition to dollar earnings obtained through exports, the par-
ticipating countries will also be expected to obtain funds from such
sources as the International Bank and credits advanced by Western
Hemisphere countries other than the United States. The amount of
these funds, expressed in terms of July 1, 1947, prices, are indicated
in column 3. The difference between net imports (column 1) and ex-
port proceeds plus borrowings from sources other than net United
States Treasury funds (column 2 plus column 3) appears in column 4.
About $6,860,000,000, in terms of July 1, 1947, prices, will be needed
to meet the uncovered import deficit of the participating countries and
western Germany with the Western Hemisphere in the 15-month
period.

This estimate of the uncovered deficit with the Western Hemisphere
amounting to $6,860,000,000 is reconciled with the executive
branch’s request for an authorization of $6,800,000,000 in the following
tabulation:

Goods to be purchased in Western Hemisphere with new United States Millions

funds (at July 1, 1947, prices), column 4 of recapitulation. . _________ 36, 360
Adjustments:
Add adjustment for price increases '_ _ _ _ __________________ $182
Deduct savings on shipping 2________ LA N - 3 b 100
382
Adjusted cost of commeodities and shipping services to be purchased in
Western Hemisphere with new United States funds_________________ 7, 242
Authority to obligate funds for procurement of items to be delivered in
SRR T s S S ey el o omgfd S L 1) B IR oo L0 200
Uncovered deficit of bizonal Germany with nonparticipating countries
outside the Western Hemisphere ... .ociuoos n. sieadocaca il 200
Total being requested for European recovery program and by
Department of Army for Ger{n}imyi)(GAIt{IOAt)_?_A__ e 7, 642
Deduct appropriations being requested by Department of Army for pre-
ventionpgf ({isease and unrest in Germany (GARIOA) _______________ 822

Total requirement for first 15 months, European recovery program. 6, 820
Authorization requested for European recovery program (preceding line
in rounded' smount) - - .o noa-as e A R SR S ST L 6, 800

1 This ficure is equivalent to the adjustment for higher prices of $565,000,000. "
: %Eiesse ;lrlcr t;Jlosgi(é)le savings if additional temporary transfers of bulk-cargo carriers are mada.
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The preceding tables have indicated the magnitude of the import
requirements and possible sources of finances upon which the partici-
pating countries as a group might be able to draw. Each of the par-
ticipating countries, however, has its particular import requirements
from the Western Hemisphere, its possible sources of funds to finance
those import requirements, and, finally, many of the countries have
the particular problem of a net import deficit which requires a solu-
tion. The following table high lights these problems on a country-by-
country basis:

TABLE 1.—Recapitulation of tables showing illustrative composition of imports

of commodities and services from Western Hemisphere and possible sources
and distribution of financing, Apr. 1, 1948, to June 30, 1949

[At July 1, 1947, prices]

Possible sources of financing
Total im- Sources Now
ports! Dollar [ OtBer than |- ypjteq
: new United £
earnings ? St States
siates funds 3
funds {
Mils. of Mils. of Mils. of
dols. dols. dols.
TISERA S §. - ANLY - FLakdns - 2t Tay s ol ooy 233 39 12 182
IBelsinmsTaxemburg s 2o o 1 S aS i sel e 853 334 196 323
Penrnapkst bl dde ol MU ) JIRALAIIN D #2040 8 237 45 28 164
1IN TEE RV s B § o MR . o o N S e gt F B 1, 931 369 128 1,434
SITeERomE L et I R e R AR A LR 262 67 9 186
feelamd T 3Ty, it i e POET et Ol B S50 23 10 gl Ee W S R 13
| [RE b s R S S I . DT e 192 <0 i 152
Jlalyaa i =4, 1 - Brad . Lk T BTARS AR I LR &3 1) J 1,160 183 108 869
INethertlands e d-b s o tae o 2 o bRaS CRCLR LRSS TE | S0 1,136 271 160 705
INOTVAN:. = £ s sl sl b Sl S oL e o o 253 163 56 34
Rortigale S I iV tel Wl b m b ey Saaada e 144 44 s d e eersdonls o p00EN W7
L0 Lo s S R i s i el SN ) 499 423 43 33
Byvitzerland. o . cciehd . LSS W - ASCMLRLTIENA T gl 535 it o N R (A A LR L)
Rnrkeyisd Leol aeld o OO0 STE QIR OB 80 ol 69 (352 73 et e Il WL T S 5. L
mited e TN pdom . e e e L R e A 4,311 2,133 418 1, 760
Germany:
Bizone s S onish prt B LU Ko RTE o 0C 0 e S e 1,014 1005 ccemsicmn oo 914
Brerichizone = -tao dlyet | . qmeannt il ddwans gmmapnd wiie & 0oy 93 17| K . § 80
BEapss S o cdedin, oty 01 i o Dk e o s gkt = 14 e e B e g 11
ARNOCAT S & w0 e oo on o s ool b N B s o o Sl 12, 959 4, 941 1,158 3.6, 860

1 Including net dollar payments for freight and other invisibles.

3 Including drawings of $72,000,000 by Portugal on its gold and foreign-exchange resources.

3 This column includes funds being requested by the Department of the Army for prevention of disease
and unrest in Germany. A reconciliation with the $6,800,000,000 being requested for the European re-
covery program is made elsewhere.

It must be emphasized, however, that the country-by-country
distributions are very tentative and are not binding upon the Adminis-
trator. The amounts in column (4), which indicate the possible
country distribution of new United States funds, do not necessarily
represent the amount which each participating country would receive
nor the terms on which such sums would be advanced by the Adminis-
trator.

It should be emphasized that the estimates given above are based
on the assumption that certain of the participating countries, notably
Portugal and Switzerland and possibly Turkey, will not require any
financial assistance from the United States, either in the form of
loans or of grants. Their participation in the program is based on
their ability to assist in furthering the recovery objective and the
advantages to them of general European economic recovery and
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not on the basis of anticipated financial assistance from the United
States.
19. THE BALANCE-OF-PAYMENTS SITUATION

The standard of living and the rate of economic development in
Europe depend in the final analysis upon European production and
resources. In the first period the amount of proposed outside assist-
ance represents less than 5 or 6 percent of the estimated national in-
come of the participating countries.

The “shortage of dollars’ is basically the shortage of world produc-
tion and trade to get dollars. For example, the European countries
cannot, without frustrating recovery, produce enough goods and
services to satisfy indigenous requirements and to export at a level
equivalent to their total Western Hemisphere requirements amounting
in the next 15 months to $12,959,000,000.

The committee accepts the general reasoning of the program—that
if the import requirements of the European countries are no less than
the amount indicated above, and that if the assumed volume of
exports is achieved, these countries will still be subjected to very
severe strains even under the most favorable developments.

Without wishing to prejudge the figure of $822,000,000 being
requested separately for Germany by the Department of the Army,
the following summary, including at the time of the committee’s
action the adjustment for price increases, appears to be realistic:

Summary of balance of payments deficit of the participating countries with the Western
Hemaisphere for the period Apr. 1, 1948-June 30, 1949, and proposed sources of

financing
[In millions of dollars]

Other Total
United Western Western
States Hemi- Hemi-

sphere sphere

Mils. of dols.| Mils. of dols. | Mils. of7dols.

1 Belectdd Iporfs IACLEMBONI I i il S FEFCee P CHE VT T 4,239 3,346 , 585
S OIherHimports e 2R p A, B s el ae 2, 750 1,478 4,228
3 Motalimiportstsl. fecesee ool Z Tl flll - ottt bl ot o 6, 989 4 824 11,813
diiBaleciediexpartad e R SASS I REy P ol s e SRE0AE. SRR T S0 295 303 598
RO R AT 0 070 ol Porees o ORI 1 Sl WM D 1 e, 1, . SRS 1, 960 1,455 3,415
6. TolAl exXPOrts eled socrees 5 v ot A ol b oot 2, 265 1, 758 4,013
TiMerchandise'balanceycrle ruiiey . o Sl UL S I A —4, 734 —3, 066 —17, 800
SR rojoRfiinet e K pdt . e e s 0 Gl s WL e L —293 —145 —438
O e nvisib e s e by e e e ot +-263 +13 -+276
10, Balance (July 1, 1947, prices), break-down available by

CONNETIaRISEVERISOF L B c W BV g1 COE Y D e T e O SRR AT —4, 764 —3,198 —7,962
11. Adjustment for higher Prices. - -e-ceeecmemmcacmcaccmommmacmnnn- —419 —153 — 565

All above figures based on July 1, 1947, prices, as was CEEC,
This adjustment allows for a 7}4-percent rise in Umtqd States
and 5 percent in other Western Hemisphere export prices, and
a b-percent rise in European export prices. The rise in prices
may well be greater than this allowance covers.

12. Adjusted balance. ... oo _canecccicccicmcmemescamconanan —5,176 —3, 351 —8, 527
13. Total deficit, Western Hemisphere .- . ---------- e aady slragkd ool 8, 527
14. Uncovered deficit, bizonal Germany, with nonparticipating

eountriesvonitside 'Western Hemisphere. Lol i o e ol ol 200
15. L 101 va o e = s N NSO It - <51 | i el o Sy 8,727
16. To be met by sources other than new U. S. Treasury finaneing..|.___________| _______._... —1, 285
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Summary of balance of payments deficit of the participating countries with the Western
Hemzsphere Jor the period Apr. 1, 1948-June 30, 1949, and proposed sources of
Jinancing—Continued

[In millions of dollars]

Other Total
United Western Western
States Hemi- Hemi-

sphere sphere

Mils. of dols.| Mils. of dols.| Mils. of dols.
17 Total new financing by 1. 8. DreaSury. [ N AT 7,442

18. Appropriations being requested by Army for prevention of dis-

easemndiunrest m Germany - . —si o 0F  Co trcelie Tl e o BT e e —822

19. Subtatal ey bing  sof gt SIS E RO R Wl et T e D, T 6, 620
20. Add: Funds required for obligation prior to June 30, 1949, to

cover contracts for shipments in subsequent period________ |- |icmmcmmaaaa- 200

21, ‘Tofalirequirementifor first16 months; ERP-IGEE SIS ¥ 8| LERTies Siffes o o 6, 820

Rounded-$0. . aws coosalo o (Eimeth P i gl g, L T el B b B 6, 800

The CEEC countries did not indicate that the assistance of the
United States would be essential in meeting the deficits of the par-
ticipating countries with nonparticipating countries outside the West-
ern Hemisphere. But it is appropriate for the United States Govern-
ment, as an occupying authority, to take responsibility for a part of
the deficit which bizonal Germany will incur with nonparticipating
countries outside the Western Hemisphere. As indicated in line 14
of the above table, about $200,000,000 will be required for this purpose
in the period April 1, 1948, to June 30, 1949.

20. AVAILABILITY OF COMMODITIES

The committee observed that the proposed program is based upon
a realistic assessment of availabilities in this country and the rest of
the world. The reductions made in the CEEC estimates by the
executive branch arise in part from lower estimates as to the avail-
ability and probable future supplies of such commodities as grain,
fats and oils, steel scrap, petroleum, and freight cars.

Food.—The Secretary of Agriculture testified that the amount of
food required under the program could be provided after fulfilling
our own domestic requirements and without upsetting the existing
domestic channels of trade. In general, the total food requirements
of the participating countries for the first 15-month period are well
above the probable total availabilities. Food shipments from the
United States are expected to be appreciably smaller than for the
past 2 years. Even so, it may be necessary to delay for a few years
our start in adjusting to more desirable wheat acreages.

(@) Bread grains: Low availabilities of bread grains will most
seriously affect food consumption in the participating countries.
Western Europe was a prewar food deficit area and will continue to
be so even under the most favorable conditions. Food consumption
targets as planned by the CEEC countries will not be achieved by
1952 unless there is a series of very favorable crop conditions in many
areas of the world. If conservation measures and crop prospects are
favorable in the United States, the program contemplates shipment
from the United States to participating countries and their dependent
overseas territories of 89,000,000 bushels of bread grains between
April 1 and June 30, 1948 and 218,000,000 bushels during the fiscal
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year 1948-49. During the 15-month period, exports of bread grains
from nonparticipating countries other than the United States con-
stitute 61 percent of the total imports of the participating countries.
The volume of exports from the other Americas and eastern Europe
will be of decisive importance.

(b) Coarse grains: Western European nations cannot restore their
livestock as rapidly as would be desirable from their viewpoint
because they will not be able to import enough feed grains. Exports
from the United States of coarse grains in fiscal 1948-49 would be
about 45,000,000 bushels. Most, if not all, of these grains should
be used for food purposes. There should be no difficulty on the part
of the United States in meeting this requirement.

(¢) Fats and oils: United States exports of fats and oils to Europe
under the proposed program would be more than offset by imports
into the United States. This country normally exports edible fats
and imports inedibles.

(d) Meat: No export of the types of meat consumed in the United
States are planned during the first 15 months of this program. A
small amount of horse meat will be shipped.

Fertilizer—The need for fertilizers to increase indigenous supplies
of food remains acute and the world demand is greater than at any
time in history. Nitrogen consumption in the United States has
more than doubled in the last decade. Nitrogen fertilizer allocation
recommendations are under the International Emergency Food
Council. It is unlikely that more than the current rate of 70,000
tons annually, including shipments by the United States Army, could
be exported from the United States to the participating countries.
The present rate of exports from the United States represents about
8 percent of our total yearly commercial supply of nitrogen and 4 per-
cent of our phosphate rock. The supply available for United States
farmers would be maintained at about the present levels.

Agricultural machinery.—Farm machinery is badly needed in
western Europe to increase production. The CEEC request would
have taken about one-third of the estimated 1946 production of the
United States. Noimally, Europe has taken about 5 percent of our
production. The proposed $136,000,000 program for the 15-month
period would double that percentage but increased production in
this country should provide for this program and also maintain the
supply at a slightly higher rate than currently to the American
farmer and take care of our other regular customers abroad. Every
effort must be made to see that the exact amounts and kinds of
machinery furnished will be fitted to the needs of these countries
and used to the best advantage.

Coal.—The United States resources are adequate to provide the
quantity of western Kuropean coal import requirements, although
this program will call for full and efficient use of our transportation
system. The coal mining equipment requirements essential to the
expansion of coal mining productivity have been carefully reviewed
in consultation with American manufacturers. It is considered that
these requirements can be met if production canbescheduled promptly.

Electrical equipment.—Large generating equipment, of the types
in which supply problems now exist in this country, is not expected to
be supplied in the initial period. Our contribution in electrical equip-

72148—48—35
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ment is relatively small in dollar amount, but involves many items
of specialized character available only from the United States.

Tvmber.—The volume of timber requested from this country appears
to be moderate and within the limits of what we can supply, especially
by exporting types not in major demand in this country.

Freight cars—The CEEC estimated requirements for 1948 are
47,000 cars. This request did not appear to be fully justified, and in
view of the large internal needs in the United States, provision was
made for exports from the United States of only 20,000 cars in 1948-49.
This estimate of requirements conforms with the judgment of the
Harriman committee on this subject.

Tobacco.—The western European countries have traditionally been
our largest tobacco export market. The shortage of dollar exchange,
however, has prevented the participating countries from importing
the full amount of their requirements for American tobacco. As a
result of the sudden curtailment of exports, a reserve of tobacco has
accumulated in the United States. Tobacco imports to the partici-
pating countries provide an outlet for excess consumer purchasing
power and thereby contribute to the alleviation of inflationary pres-
sures 1n the domestic economy. Furthermore, in many western
European countries sales of tobacco provide an important source of
revenue to the Government. Tobacco ranks as a readily available
incentive, good for purposes of encouraging labor to work increased
hours and on stepped-up production schedules.

Petroleum, iron and steel.—Owing to the special problems regarding
the requirements and availability of petroleum and iron and steel,
these commodities are considered at some length in separate sections
of this report.

21. AVAILABILITY OF PETROLEUM

In order to protect the petroleum reserves of the United States, the
committee provided in the bill that the procurement of petroleum and
petroleum products shall to the maximum extent practicable be made
from petroleum sources outside the United States. The original CEEC
requests for 26,493,000 metric tons from dollar sources in the first 12
months has been reduced 18 percent by the executive branch because
of the critical shortages of oil, transportation, and refining facilities.
This reduction should not appreciably retard recovery in Europe,
although substantial adjustments will be required in programs of
emergency utilization.

Very little, if any, fuel oil will be exported from the United States.
A sizable proportion of United States exports will consist of specialty
products, such as lubricants, which can be obtained in volume only
from the United States. In percent of United States production,
shipments to participating countries will account for 1.8 percent of
United States crude oil output in 1948 or about 11 percent of their
import requirements. Our exports of petroleum will be more than
offset by imports. Total European requirements of petroleum are
to be met largely from the other Western Hemisphere areas (supplying
50 percent of the requirements in 1948) and from the Middle East
(supplying 38.6 percent in 1948 and an increasingly large proportion
thereafter). It is estimated that the United States exports to CEEC
countries will decline from the 1938 level of 77,000,000 barrels to
35,000,000 barrels in 1948.
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Your committee gave considerable attention to the possible impact
of current political uncertainties in the Middle East on the security
and reliability of that area as a source of supply for Europe. This
and other factors led the committee to underline the danger that
western Europe, which has little petroleum wealth of its own, may
be overexpanding, from the viewpoint of its own welfare, the petro-
leum-consuming equipment where the use of alternate fuels or other
sources of power are practicable. For example, the CEEC report
contemplated some substitution of petroleum-burning equipment for
coal-burning equipment and an over-sll petroleum consumption level
in 1951 double that in 1938. The estimates of the executive branch
assumed that these substitutions contemplated by the CEEC would
not be possible. Coal remains the basic source of energy in western
Europe and in 1951 will account for about 80 percent of total energy

production.
22. AVAILABILITY OF IRON AND STEEL

The estimates of the executive branch on iron and steel import re-
quirements of the participating countries recognize that an adequate
supply of steel is a prime necessity for a thriving European economy.
Steel requirements for European recovery exceed prewar consumption
levels, since a substantial backlog of war damage and deferred mainte-
nance of plant and machinery must be made up as rapidly as practical.
Furthermore, increased output and export of metal products are es-
sential to the achievement of equilibrium in the European balance of
payments. Taking selected iron and steel products on a ton-for-ton
basis, the executive branch estimates that 48 percent of the CEEC
requirements of iron and steel might be met.

Current steel output of the participating countries together with
western Germany is about 70 percent of the 1938 level. The CEEC
finished steel production target is set at 30,000,000 tons in 1948, or
about 9,000,000 tons above the current rate. United States studies
of European steel production possibilities indicate that shortages of
steel-making materials, particularly imported scrap, might prevent
CEEC targets from being reached in 1948. The finished steel and
metal fabricating industries of the United Kingdom and Italy will be
principally affected by the unavailability of imported scrap, pig iron
and crude and semifinished steel.

In order to alleviate and partially offset the unfavorable effects of
prospective deficits in steel-making materials, including semifinished
steel, the executive branch estimated that finished steel might be
exported in quantities larger than those indicated for finished steel
by the CEEC report. This course of possible action was recom-
mended after a thorough exploration of suggested alternatives.

One suggestion was that the participating countries might further
reduce their programed exports of finished steel. Some reduction in
programed exports of finished steel by the participating countries will
undoubtedly occur, according to the executive branch estimates.
Further reductions would gravely endanger the long-run position of
the participating countries, which together were the major prewar
exporters of steel to the rest of the world, to regain export markets
and to earn vitally needed foreign exchange. Furthermore, in the
world’s presently disorganized markets, ability to export steel and
related products to certain countries also confers on the participating
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countries an ability to obtain foodstuffs and raw materials on more
favorable terms.

A second suggestion relates to the possibilities of expanding steel
production and exports of bizone Germany. Examination of the situ-
ation, however, indicates that bottleneck factors ranging from trans-
port to replacement-parts shortages will effectively limit output below
the amount of steel-making capacity scheduled for retention in that
area. The occupation authorities also have indicated that additional
steel production, except for amounts already earmarked for export,
will be needed to reactivate the economy of bizone Germany. How-
ever, the committee assumes that careful attention will be given to
the possibility of increasing bizonal steel-ingot production.

Accordingly, the executive branch estimated that 1,150,000 metric
tons of finished steel in addition to sheet and tinplate requirements
might be made available from the United States to the participating
countries in fiscal 1949. This country in 1947 exported about 4,000,000
tons of finished steel and about 1.2 million tons of such exports were
destined to the participating countries. Although production of
finished stecl in the United States for the first 9 months of 1947,
according to the Harriman Committee report, was equivalent to an
annual rate of 62,300,000 net tons of finished steel products, exports
of steel at the 1947 rate will continue to pinch the domestic economy.
In view of all the circumstances, however, exports of finished steel to
the participating countries in the amount estimated by the executive
branch are essential to European recovery and will not significantly
impair the strength and productivity of the American economy.

23. THE IMPACT OF THE RECOVERY PROGRAM UPON THE DOMESTIC
ECONOMY

After extensive inquiry, the committee has come to the conclusion
that, given efficient administration of the program, the American
economy 1s able to withstand the general impact of a new foreign aid
program of the size contemplated. Continued high levels of economic
activity in the United States and efficient resource utilization are
assumed. It is also assumed that the American people regard a
European recovery program as worthy of some short-run sacrifices,
chiefly in terms of some retardation in our rising standards of living.
A small fraction of the strergth of the American economy, properly
applied and aided by the industry and straight thinking of the Kuro-
pean people, can furnish the impetus to move the KEuropean economy
off dead-center.

While it has been necessary to examine this conclusion on a com-
modity-by-commodity basis, and with due regard to the depletion of
our resources, the great strength and inherent flexibility of our private
enterprise economy must be kept in perspective.

Our gross national product in 1947 was over $230,000,000,000 of
which only 8 percent was exported. The committee was impressed
by the fact that the 1948 level of exports, including those contemplated
in this program, will be less than in 1947.

The excess of exports over imports is the final test of the over-all
inflationary impact of this program upon the United States. Assum-
ing the full authorization of 5.3 billion dollars, this excess is expected
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to be at least $1,000,000,000 less than in 1947. Furthermore, the
Krug report concludes:

From the standpoint of preserving both the national security and our standard
of living, our economy in general is physically capable of providing the resource
requirements of a considerable program of foreign aid.

The Executive Branch concludes that inflation is largely the result
of factors other than exports and that depletion of our natural re-
sources is a long-run problem which we must solve with or without a
European recovery program. The foreign-aid program, not in itself
the principal factor, nevertheless compels us to face certain domestic
problems squarely.

Almost all the testimony points to the serious fact that the problems
raised by specific commodities in relatively short supply, if not dealt
with eflectively, could destroy this optimistic picture. The United
States is no limitless cornucopia. There is no slack in the American
economy, and every shipment of scarce goods—especially food, steel,
industrial and agricultural machinery, and fertilizer which Europe
must have—adds to the economic danger of inflation which means
a shortage of goods in relation to demand. Such critical commodities
can tip the scale between stability and inflation and start a chain
reaction in our economy even though the percentage of our export to
western Europe to total production is relatively small. It is clear
that the impact of a new foreign-aid program will depend upon the
domestic measures we adopt and the skill applied in the administra-
tion of the recovery program. In its proposals regarding these critical
commodities, the executive branch has proceeded with caution.

Under this bill the obligations upon the Administrator are clear.
Procurement must be provided for in such a way as to (1) minimize
the drain upon the resources of the United States and the impact of
such procurement upon the domestic economy, and (2) avoid impair-
ing the fulfillment of vital needs of the people of the United States.
The bill provides that the Administrator, in procuring agricultural
commodities within the United States will, subject to the stated
conditions, provide for the procurement of an amount of each class or
type of any such commodities in approximate proportion to the total
exportable supply of such class or type of such commodity. In
addition, the bill provides for a businesslike, highly responsible
Administrator, within the executive branch, which should be able to
cushion these impacts upon our domestic economy.

Parr IV. SpeciaL ProBrLEMs IN ConneEcTioN WrirHE THE PROGRAM
24. METHOD OF PROCUREMENT

In considering the procedures to be followed in the procurement of
commodities for transfer to participating countries, the committee
adopted two basic principles: the first is that private procurement and
normal channels of commerce, trade, and transportation are to be used
to the maximum extent practicable; the second principle is that flex-
ibility in the procurement procedures, subject to such controls as may
be necessary to assure proper expenditure, 1s essential to an adequate
functioning of a program of such magnitude and complexity.

It is intended that procurement through United States Government
channels will be utilized normally where necessary to assure that pur-
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chases for this program will not unduly affect the price level in this
country or other aspects of the domestic economy. An example of
this is the procurement of wheat through the Commodity Credit
Corporation. Where procurement is through private channels, the
bill establishes adequate safeguards to make certain that this Govern-
ment’s funds have been properly expended in execution of approved
programs of supply.

25. PROCUREMENT OF COMMODITIES OUTSIDE THE UNITED STATES

The bill authorizes the Administrator to provide for procurement
from sources outside of the United States. This authority is required
primarily to protect against inflationary tendencies which would result
from concentrated buying in this country of commodities in inadequate
supply in the United States. Commodities available from other
Western Hemisphere countries are among those in shortest supply in
the United States. The scope of the recovery program and the wide
range of the supplies involved make it impractical to limit the Ad-
ministrator’s authority to procure outside the United States although
such limitations were included in earlier foreign-aid legislation.

The program assumes that other Western Hemisphere countries
will, in addition to the credits they have previously provided to the
CEEC countries, help to meet the CEEC countries’ deficits at least
to the extent of $700,000,000 from their own resources during the
first 15 months. The offshore purchases in dollars permitted under
this bill will also have the effect of assisting Western Hemisphere
countries to meet their urgent dollar requirements with some of their
export surplus. The Administrator is in a position to make certain
that procurement outside the United States is on reasonable commer-
cial terms.

Instances may arise in which the Administrator will find it desirable
to finance the procurement for one participating country of commod-
ities which are available in another such country. This will make
possible increased trade among the participating countries and will
make available dollar exchange to the exporting country thereby
diminishing its requirements for direct assistance from the United
States.

The planned offshore purchases are largely from the Western
Hemisphere. Food products comprise about 60 percent of the total.
The illustrative work sheets prepared by the executive branch indicate
tentatively that about $2,615,000,000 or 38 percent of the requested
$6,800,000,000 (15-month period) are needed for offshore procurement,
or approximately $2,000,000,000 for the 12-month period.

Further, the bill states that the procurement of petroleum and
petroleum products shall to the maximum extent practicable be made
from petroleum sources outside the United States. Most of the pur-
chases in dollars, however, will be from American companies operating
in the Caribbean and Middle East areas.

The committee contemplates that offshore procurement of com-
modities will be effected to a very large extent through the normal
channels of trade.

The following table is inserted here for illustrative purposes:
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Illustrative distribution by commodities of United States funds for offshore

procurement
[In millions of dollars at July 1, 1947, prices]
Value

Bread grains________. B LA R AL St sagra ) L - O Fien SRR R SN L 8 389. 2
Coarse grains__ _____. PO SO0 T 0 D sl Lt O B R O 301. 5
Bali and pilanee od el cnczaiolun oo ool usoa e e sfn sl I 172. 8
0 S R T el R ST S I L ¢ AL 121. 0
T e i Ry vl i 0 G A ol ol e, 0 o, 179. 7
1y 722 R E N SAL VR U T STV BRSSO M PR St L £ o Dbl 334. 5
Pty ipratyela E8OE  BaN Rl Ll L L U O S D 40. 0
HWppieeawtloh  3a foagod. odl L e giteoecon Lol e uroen et i) oy 47. 1
T g P el TS S MO o R OO N L PR i - e .6
L e e ey e S P IR S R SIS LA e e 39. 4
et fin L AR RS S LU R Sl R e MBI 0 RO o TS L) S 82.0
GHhsENnaERESSSCIR AL T SO W Lo S O O DY S f 67. 3

08T e T R T PRI, T SR SRy o R 1, 775::1
A L s e e S R e R SO 1 e, 21. 2
Sps i ralannehiery! 0 VBRSOl Rttt s v AU AR N S 17. 9
Bevitienim DO St R LT Ie Rl L SE. L0 DU L L S, e )
I G S TR I S W b i Ta VeSS P DL SRS SPWEIPRIRLRUET L | ) QR 37. 3
T PR S N e T SN S I T S 8. 8
L Ay e el S N e S ST SN e B 9.4
LU S o e R AT R A ke S I S A it o1
A S e e e S Lo D A S VR S RN R SR EU IS R L 620. 2

B R S i e o s i o o o L 2, 490. 0
Adjustment for price increases after July 1, 1947 _ _ _ _________________ 125. 0

United States funds for offshore procurement___________._____ 2,615.0

1 Petroleum is not included in the above table inasmuch as all purchases in dollars of petroleum will be
from United States companies. The petroleum to be shipped to the participating countries by United
States companies will be largely from sources outside the continental United States.

! This item is made up of various important raw materials, such as nonferrous metals and ores, hides and
skins, chemicals, wood pulp and newsprint, and of various manufactures and semimanufactures, and
machinery and parts.

26. STRATEGIC MATERIALS AND STOCK PILING

Lend lease and the Second World War cut deeply into the available
stocks of natural resources of the United States. This would indicate
the necessity of increased imports of such strategic materials as
chromite, manganese, bauxite, lead, and zinc. In principle, this
country is committed to a program for stock piling strategic materials
on a large scale which can be done only by expanding total world
production. The dependent territories of western European countries
can contribute much to the production of strategic metals and minerals.

The committee.deems this matter to be of the utmost importance
and believes that the proposed method of obtaining strategic materials
contained in the bill 1s more likely to result in our obtaining a larger
quantity of such materials than alternative plans which have been
suggested.

Section 15, paragraph 5, provides that the bilateral agreements
should facilitate—

the transfer to the United States by sale, exchange, barter, or otherwise for stock-
piling purposes, for such period of time as may be agreed to and upon reasonable
terms and in reasonable quantities, of materials which are required by the United
States as a result of deficiencies or potential deficiencies in its own resources, and
which may be available in such partricipating country after due regard for reason-
able requirements for domestic use and commercial export of such country.
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Agreements with participating countries for the transfer of such
materials may extend beyond the period of the bill and will specify
the terms and quantities governing the transfer of such material.

In addition, part of the funds appropriated may be used by the
Administrator of ECA to finance development of increased sources of
supply. Technical information and assistance may be provided for
increasing production. Local currency proceeds may be used to
foster exploration development. .

The Administrator under certain circumstances may require the
repayment of loans under the program in the form of delivery of
strategic materials. Section 11, subsection ¢, paragraph 1, makes
explicit reference to this subject even though the Administrator
would possess authority to take such action under the general language
of this subsection. Ordinarily, it is contemplated that such materials
will be purchased by us with dollars separately appropriated. If we
require the delivery of strategic materials as a consideration for a
grant, the capacity of the country to repay any loans would corre-
spondingly be diminished. In calculating the capacity of a country
to repay, its receipts from future exports of all types, including
strategic materials which might be sold to us, should be taken into
consideration.

27. SHIPPING AND THE RECOVERY PROGRAM

The committee carefully examined the problem of providing
shipping to the participating countries. The proposal which the
committee had submitted to it was for authority in the legislation to
sell and charter merchant vessels to participating countries. It was
proposed that 200 vessels would be sold and 300 chartered. In
making its examination, the committee considered the possible ad-
verse effect of such action on our merchant marine and merchant
seamen and on our national defense. The committee also took into
account the joint resolution entitled ‘“A joint resolution to continue
until March 1, 1949, the authority of the Maritime Commission to
sell, charter, and operate vessels, and for other purposes” amending
the Merchant Ship Sales Act of 1946 by prohibiting the sale or charter
of United States war-built merchant vessels to foreign nations.

The committee decided that, in the circumstances, it would be
unwise to authorize the transfer of title to American merchant ships.
On the other hand, the committee felt that to prohibit the temporary
transfer for a limited period of time would be uneconomic and con-
trary to the best interests of the American people. The legislation
therefore authorizes the charter of 300 dry-cargo merchant vessels.

In making this authorization, the committee was guided by the
following considerations which were not present in the Senate’s con-
sideration of the Joint Resolution referred to above. The charter of
these 300 vessels, for a period not to extend beyond June 30, 1952,
would permit a savings to the American taxpayer, over the 4%-year
period, of approximately $240,000,000, based on July 1, 1947 freight
rates. Moreover, the Maritime Commission has estimated that the
size of the long-range active United States merchant fleet will be
11,400,000 deadweight tons, which estimate was concurred in by
the armed services. Since the present active fleet is approximately
24,000,000 deadweight tons, it is clear that a reduction in the size
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of the American merchant fleet is inevitable. To require the operation
of these 300 vessels by the United States would therefore have the
effect of maintaining our American merchant fleet at an abnormally
high level for a temporary period, and postponing, at considerable
cost to the United States Government, the inevitable readjustment
that must be made.

The committee inquired of the Secretary of National Defense as
to whether the national security interest of the United States would
be prejudiced by the sale or transfer of ships. In his reply, Secretary
Forrestal stated that, in his opinion, by the charter or transfer of
title ot 500 vessels, or any lesser number, we stand to “gain more by
such charter or transfer, from an over-all national security standpoint,
than we stand to lose.”

28. USE OF LOCAL CURRENCY DEPOSITS

Each participating country is required to deposit in a special
account the local currency equivalent of commodities provided to
them on a grant basis. This procedure is similar to that provided
by the Foreign Aid Act of 1947.

These deposits may be used only for purposes agreed to between
the participating country and the Administrator, the latter acting
In consultation with the National Advisory Council. The com-
mittee strongly believes that this procedure will assure the use of
these deposits in a manner consistent with, and in support of, the
recovery effort. While it would be unwise at this time to prescribe
the specific uses which could be made of such deposits, the following
might be appropriate:

(@) Immobilization of the local currency, in whole or in part,
to assist in measures of financial reform and currency stabiliza-
tion;

(b) Use for retiring the national debt so as to promote the most
rapid achievement of financial stability;

(¢) Use for costs incidental to the development of additional
production of raw materials which will be in short supply in the
United States;

(d) Use to defray the costs in the currency of the participating
country, pursuant to arrangements approved by the International
Bank, of projects mutually agreed by the United States and the
participating country as contributing to European recovery ;

() Use for local currency administrative expenses of the
United States incident to the operation of the program.

The committee considered the advisability of providing even
greater control over the use of the local currency deposits through
actual ownership by the United States. It determined, however, that
this would seriously weaken the program and embarrass the United
States. The size of the deposits in certain countries would be so
large that United States ownership of the local currency involved
would give our Government responsibility for the financial policies of
these countries. This would not only be contradictory to the essential
nature of the program—European recovery through self-help and
mutual cooperation—but it would put the United States in the
untenable position of assuming a responsibility which it could not
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possibly discharge. The committee is certain that the requirement
that the deposits be utilized in agreement with the United States
avoids the serious pitfalls which would result from any greater nominal
or actual control. ;

As in the Foreign Aid Act of 1947, any agreement covering the dis-
position of unencumbered balances remaining on June 30, 1952, will
have to be approved by the Congress of the United States.

29. THE ROLE OF WESTERN GERMANY IN THE PROGRAM

Throughout the hearings and during its deliberations in executive
session the members of the committee attached great importance to
the role of western Germany in a European recovery program. For
many years prior to World War II Germany was the hub of the
European industrial system. Its industrial production and its tech-
nical know-how have been instrumental in making western Europe a
great manufacturing and trading center. Because of the devastation
brought on themselves by the war and the resultant dislocation of the
German economy, Germany has lagged far behind other States in its
recovery program. At the present time their production is still less
than 50 percent of its prewar figure. It is apparent that Kurope
c_arllnot be vigorous and healthy again so long as Germany remains
sick.

This does not mean that requirements for western Germany should
be given priority in the European recovery program nor does it mean
that steps would be taken which would result in the resurgence of
Germany as a military power in Europe. Clearly United States
assistance should be applied in a way as to obtain effective results.
In line with this principle the committee believed that, where the
recovery of Europe as a whole could be advanced more rapidly by
supplying additional essential goods and services to Germany rather
than to other participating countries, then such a course would seem
justifiable. At the same time every precaution must be taken to
prevent the rebuilding of German economy in such a way that Ger-
many will ever again become a threat to the peace.

Inasmuch as the United States is one of the occupying powers our
responsibility with respect to German participation in the European
recovery program is great. Our representatives must cooperate fully
with the other participating countries in matters of mutual concern.
To this end it is expected that the zones of western Germany will be
represented on the continuing organization to be established by the
participating countries.

During the hearings Secretary Marshall announced that the State
Department plans to take over from the Department of the Army on
approximately July 1, 1948, the responsibility for the administration
of United States occupation policies in Germany. Meanwhile, for
the first year of the recovery progrim the appropriations for those
minimum essentials necessary to forestall disease and unrest will be
sought by the Army. The additional funds necessary for rehabilita-
tion and recovery are included as a part of the present authorization.
These funds will be allocated by the Administrator in such a way as
to insure the proper integration of the German economy into the total
European recovery program.
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In view of the special responsibilities of the United States as one
of the occupying powers, it is recognized that the relationship be-
tween the Administrator and the officials of our Government respon-
sible for our occupation policy in Germany will be unique. _

The only government in the zones of occupation of Germany 1s a
military government. In the case of the bizonal area of Germany, the
military governments are arms of the United States and British
Governments. The agreements establishing the fusion of the United
States and United Kingdom zones give the United States adminis-
tration in Germany ample power to assure the performance in the
bizonal area of operations under this act.

The problem which the committee faced was to make certain that
the Administrator would be in a position to discharge his responsi-
bilities while at the same time assuring that the highly complex and
vital administration of the occupied areas is clearly fixed in a mili-
tary governor, whether he be a commanding general or a civil com-
missioner. The key importance of Germany to the success of the
recovery program involves concentrated and energetic effort with
respect to every aspect of the economic life of the area. Hence,
United States administration in Germany is a single problem. The
responsibilities of the military governor include, but are not limited
to, operations under the bill. The Administrator will, of course, have
full authority to perform, with respect to the occupied areas, all func-
tions vested in him by section 11 (a) of the bill. However, in the
light of the special problems discussed above, the committee con-
cluded that administrative arrangements within the occupied areas
for the conduct of operations under the bill should be left to the
President. It is the intention of the committee that the administra-
tive arrangements to be made by the President will assure full coordi-
nation between the Administrator and the occupation authorities in
order that the Administrator may carry out his responsibilities, with-
out impairment of the responsibility of the military government for
the successful accomplishment of the occupation objectives. Similar
considerations apply with respect to the zones of the Free Territory
of Trieste, if either of these zones becomes a “participating country.”

30. DISMANTLING OF PLANTS IN GERMANY

During the debate in the Senate on the Foreign Aid Act of 1947,
the chairman of the committee promised to investigate the policies
and practices being applied in Germany to the dismantling of plants
under the reparations program. Accordingly, this question was
examined thoroughly during the hearings on this bill.

The committee is satisfied that the policies of this Government
with respect to dismantling of German plants are consistent with the
European recovery program and that they do not jeopardize the vital
role that western Germany is required to play under the program.

A part of the capacity scheduled for dismantling are war plants
whose destruction or removal as producing units is required under the
agreed program for the elimination of Germany’s facilities for manu-
facturing war materials. The industrial capacity represented by the
nonwar plants cannot be used in Germany within the period of the
recovery program because of the shortages of raw materials, transport,
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manpower, and the other factors which hamper the expansion of
German production. On the other hand, certain industrial capacity
scheduled for removal from Germany is required by some of the par-
ticipating countries in order to reach their production targets.

Except for the remnants of three plants which have already been
allocated to the Soviet Union and dismantled, no deliveries of plants
and equipment are being made from the United States zone to the
Soviet Union.

Shipments are continuing to the member nations of the Inter-Allied
Reparation Agency (in accordance with the terms of the Paris repara-
tion agreement signed in January 1946 by all those nations, including
the United States) entitled to reparation from Germany, except the
Soviet Union and Poland. Most of this equipment is destined for
countries expected to participate in the European recovery program,
and that which has been received is already making a contribution to
the industrial production of those countries. Continuation of deliv-
eries will serve to meet some of the urgent requirements for capital
equipment in connection with their programs for expanding industrial
production. Much of this equipment could not be obtained elsewhere
except by dollar payments and in some instances could not be obtained
at all within the critical period. In addition the committee finds that
to discontinue dismantling would violate our international commit-
ments under the Paris reparation agreement.

81. EUROPEAN ATTITUDE TOWARD THE EUROPEAN RECOVERY PROGRAM

The attitude of western Europeans toward the program ranges from
cautious approval to unreserved enthusiasm. With the exception of
the various national Communist Parties, which have followed faith-
fully the Moscow party line, and other extreme left-wing elements,
political parties in western Europe have supported their governments’
efforts toward closer economic cooperation on the European Conti-
nent. There has been sporadic criticism in individual countries
about certain details, but the program is acknowledged to be vital to
European recovery.

The fears of western Europe that the Congress of the United States
would act too late and grant too little assistance for real recovery
have been receding in recent weeks. The fear that Congress might
attach to the program unacceptable political conditions still persists
~and has provided ammunition for Communist propaganda. How-
ever, the committee has been gratified to note a growing realization
and appreciation of the sacrifice and effort which the United States
will be required to make on behalf of European recovery.

The initial response to Secretary Marshall’s Harvard speech in
eastern Europe was favorable. But, after Russia clarified her posi-
tion, the attitude of the Communist-dominated countries changed
correspondingly. However, some statements which filter through
censorship express regret about nonparticipation and hope for closer
east-west economic relations.

32. THE ROLE OF EASTERN EUROPE AND EAST-WEST TRADING

The Soviet Union and Communist Parties elsewhere in Europe are
in a position either to make substantial contributions to European
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recovery or to imperil its success. Recent developments indicate
that the latter course might be taken. Through the Cominform,
established in October 1947, the Communist Party has waged a “cold
war’’ on the United States and has continuously distorted American
motives behind the program initiated by the European countries
themselves. Communist-inspired strikes and disturbances have
already taken place in & number of ERP countries and might occur
again, thereby greatly impeding the production effort of western
Europe.

The Soviet Union, furthermore, is in an effective position to hinder
the restoration of trade between eastern and western Europe. At
present the over-all volume of trade between eastern and western
Europe is about 30 percent of the prewar volume. The CEEC report,
however, assumes that the westward flow of cereals from eastern
Europe will reach prewar levels and timber will reach 75 percent of
the prewar level in 1951. The restoration of this trade, which tradi-
tionally has consisted of food supplies, timber, and coal from the east
and manufactured goods from the west, is one of the basic assumptions
on which the participating countries predicated their import require-
ments from the Western Hemisphere.

The number of bilateral trading agreements concluded or being
negotiated between eastern and western Europe is encouraging. On
the other hand, Russia and her satellite states likewise have entered
into a number of agreements which may have the effect of retarding
the normal flow of trade. This web of trade agreements, together
with the Russian grain and barter arrangements, constitute the
Molotov plan which has the effect of tightening Russian control over
the exports of the satellite countries and diverting their products from
the west, where they normally flowed, to the east.

In the light of the Molotov plan and the attitude of the Cominform
toward the European recovery program, there can be no certainty
that the assumed restoration of trade will actually occur. Healthy
trade relations within the European Continent will greatly aid the
objective of ERP and the door is left open to the participation of
eastern Kuropean countries in the program. If restoration of trade
between the east and west of Europe does not occur, it is the opinion
of the State Department that “recovery in the west of Europe will be
much slower and more difficult, but not impossible of achievement.”

The committee accepts and approves the assumption concerning
the desirability of restoring east-west trading. This is another clear
indication which should destroy the misconception, ceaselessly propaj
gated, that the economic cooperation bill is designed to split Lurope
mto two economic camps.

33. ATTITUDE OF THE SOVIET UNION TOWARD THE PROGRAM

After the Soviet Union’s refusal to take part in any plan of concerted
action for European recovery on the grounds that such a plan ‘“would
lead to interference in the internal affairs of European countries,”
England and France invited other European countries to meet in
Paris for the developing of a recovery program. None of the eastern
European states took part in the Paris Conference, although Czecho--
slovakia and Poland had signified their interest before the withdrawal
of the Soviet Union.
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As plans for the program progressed, Russian opposition crystallized
through the formulation of the Molotov plan—a tight network of
trade agreements among the eastern European states—and the cre-
ation of the Cominform, a new version of the Comintern, made up
of parties in eastern Europe and France and Italy. Since its forma-
tion, the Moscow-dominated Cominform has been the mouthpiece of
Russian opposition to the program. This is reflected by the adoption
at the first meeting of the Cominform of a declaration which states in
part:

The Truman-Marshall plan is only a constituent part, the European subsection,

of a general plan for the policy of global expansion pursued by the United States
in all parts of the world.

The keynote of Communist propaganda against the recovery pro-
gram was sounded at that same meeting by A. A. Zdhanov, a leading
member of the Politburo, when he branded the Marshall plan as aimed
at “the economic enslavement of the European countries.” This cry
of “American imperialism’’ has remained the theme of Communist
propaganda against the program. KEqually false is the theme, dis-
seminated in western KEurope, that the United States is attempting
to resurrect the military might of western Germany.

84. THE ROLE OF THE UNITED NATIONS

In giving its unanimous approval to the European recovery program
the committee reiterated once more its firm adherence to the Charter
of the United Nations. Since the San Francisco Conference the goals
of the United States foreign policy have been identical with the
principles and purposes of the Charter. The committee believed
that the successful completion of the European recovery program will
constitute an important step toward the attainment of the objectives
of world peace and security to which the United Nations is dedicated.

While the United States alone cannot determine the extent to which
existing international machinery will be utilized, it is the established
policy of the United States to make the fullest possible use of the
machinery of the United Nations and its affiliated agencies in any
such cooperative enterprise. It should be remembered, however, that
5 of the 16 CEEC countries are not yet members of the United Nations.
Nevertheless, the CEEC report underlines the principle that “where-
ever suitable international machinery exists, it is the desire of the
participating countries that these tasks should be effectively followed
up within the framework of the United Nations.”

As the program evolves and stability returns to Europe it is antici-
pated that the International Bank for Reconstruction and Develop-
ment will be of considerable assistance in extending loans to the partic-
ipating countries. The International Monetary Fund should con-
tribute toward the general goal of stabilizing currencies in the world.

The Food and Agriculture Organization will aid in restoring agri-
cultural equilibrium to Kurope and in solving problems relating to
food supply. The Economic Commission for Kurope may be an im-
portant instrumentality in resolving some of Europe’s economic prob-
lems which have resulted from the war. Already much valuable
assistance has been rendered by these and other international agencies.

The bill drafted by the committee is unmistakably clear on this
point. Sections 11 and 20 authorize the President to cooperate with
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the United Nations and its specialized agencies and to make payments
for such purposes out of the appropriations authorized. Copies of
reports to Congress on the operations of the program will be trans-
mitted to the Secretary General of the United Nations and agreements
concluded under the program will be registered with the United
Nations whenever such registration is required by the Charter.

PAarT V. UNDERTAKINGS OF THE PARTICIPATING COUNTRIES

85. OBLIGATIONS OF PARTICIPATING COUNTRIES—MULTILATERAL
PLEDGES

Throughout the hearings members of the committee repeatedly
stated that the European recovery program must be a joint venture
based upon the principles of self-help and mutual cooperation, with
each participating country fully collaborating if satisfactory results
are to be achieved. Accordingly, the committee looked with con-
siderable satisfaction upon the far-reaching pledges, including the
creation of a joint organization, which the CEEC countries voluntarily
assumed at their Paris meeting. It is expected that these and other
undertakings will be incorporated in multilateral pledges exchanged
among the participating countries. While some of these pledges are
dealt with in detail in other sections of this report, because of their
importance it may be well to quote here the following paragraphs
of the CEEC report:

In order to insure that the recovery programme is carried out, the sixteen
participating countries pledge themselves to join together, and invite other
European countries to join with them, in working to this end. This pledge is
undertaken by each country with respect to its own national programme, but it
also takes into account similar pledges made by the other participating countries.
In particular, each country undertakes to use all its efforts:

(i) to develop its production toreach the targets, especially for food and coal;

(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 Europe are raised;

(iv) to apply all necessary measures leading to the rapid achievement of
internal financial monetary and economic stability while maintaining
in each country a high level of employment;

(v) to cooperate with one another and with like-minded countries in all
possible steps to reduce the tariffs and other barriers to the expansion
of trade both between themselves and with the rest of the world, in
accordance with the principles of the draft Charter for an Inter-
national Trade Organisation;

(vi) to remove progressively the obstacles to the free movement of persons
within Europe;

(vii) to organise together the means by which common resources can be
developed in partnership.

The present bill (sec. 15) makes clear that the extension of aid by
the United States results from the pledges accepted at Paris and 1s
contingent upon the continued effort of the participating countries
to accomplish a joint recovery program through multilateral under-
takings and the establishment of a continuing organization. The
committee believes that these pledges, if they are faithfully observed,
will do much to bring about in Europe the economic conditions essen-
1al for peace and prosperity.

In stressing the importance of these obligations, the committee was
sensitive to the fact that the countries of western Europe are highly

George C. Marshall Foundation, Lexington, Virginia




44 EUROPEAN RECOVERY PROGRAM

developed sovereign nations and would be properly resentful of any
interference from the outside in their internal affairs. There can be
no possible criticism on this score in as much as the undertakings were
voluntarily assumed by the CEEC countries upon their own initiative
and in no sense represent an attempt on the part of the United States
to impose restrictions on the sovereign rights of the participating
countries.

86. OBLIGATIONS OF PARTICIPATING COUNTRIES—BILATERAL
AGREEMENTS

The committee has made every effort to guarantee the success of
this venture in the light of its past experience with foreign aid pro-
grams. Therefore, in addition to the multilateral undertakings, spe-
cial bilateral agreements will be concluded between the United States
and each of the participating countries. These agreements will
respect the dignity of both countries and give assurance that the
assistance granted will be used to the best possible advantage. They
will vary in content depending upon the nature of the assistance fur-
nished and the conditions applicable in each particular instance. In
general, however, the recipient country, in addition to adhering to
the purposes of the act and exchanging the multilateral pledges re-
ferred to above, will undertake such commitments as the following in
the bilateral agreements:

1. To promote industrial and agricultural production in order
to become independent of extraordinary outside economic
assistance;

2. To take steps to stabilize its currency, establish a valid rate
of exchange, and to balance its governmental budget as soon as
practicable;

3. To cooperate in stimulating an increasing interchange of
goods and services with other countries and to reduce trade
barriers;

4. To make efficient and practical use of its own resources and
of the assistance furnished by the United States;

5. To facilitate the sale or transfer tv the United States on
reasonable terms and in reasonable quantities of certain materials
required as a result of deficiencies in our own resources;

6. To deposit in a special account the local currency equivalent
of assistance in the form of grants furnished under the agreement
to be used in a manner agreed to by the two governments;

7. To publish and transmit to the United States not less fre-
quently than every calendar quarter full statements of operations
under the agreement;

8. To furnish promptly, upon request of the United States, any
information relating to the operation of the program and the use
of assistance furnished under this act.

It will be noted that a number of the conditions contained in the
Foreign Aid Act of 1947, including the provisions relating to labeling
and the limitations upon the reexportation of commodities, are
omitted from the present bill. After reviewing these conditions, the
committee believed that it would be unwise to include them because
of the fundamental differences in the nature of the two programs.
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37. TERMINATION OF ASSISTANCE

Apart from the bilateral and multilateral undertakings described
above, the interests of the United States are further protected by
the provision that assistance to any of the participating countries
may be terminated for a variety of reasons. Whenever the Admin-
istrator determines that a recipient country is not adhering to the
terms of its agreement with the United States, or is diverting assist-
ance to purposes other than those provided in the act, he shall ter-
minate such assistance unless, under the circumstances, remedial
action other than termination will more effectively promote the pur-
poses of the act. Moreover, the Administrator is directed to ter-
minate assistance with any participating country whenever, because
of changed conditions, such assistance is no longer consistent with
the national interests of the United States.

38, TOWARD A UNION OF THE EUROPEAN STATES

While the bill provides for the economic rehabilitation of Europe,
it has broader implications. Revival of the economic health of
Europe combined with a development of ever-closer political and
economic ties among the participating countries are the twin elements
of peace and prosperity. It is therefore implicit in the program that
at 1ts end lies, not only economic cooperation in the form of customs
unions and the elimination of trade and economic barriers set forth
in the CEEC report, but also closer political and cultural bonds. This
need has already been stressed by British, French, and other leaders.

Divided and engaged in nationalistic rivalries the participating
countries will find 1t difficult to sustain their free institutions and
independence and to increase their standard of living. The mainte-
nance of their peace and genuine independence rests largely upon their
mutual cooperation and sustained common effort.

Several of the witnesses appearing before the committee urged a
unification of the European states. In rewriting the bill the committee
was mindful of these many admonitions and, drawing upon the lan-
guage of the CEEC report, wrote into section 2 (a) the following:

Mindful of the advantages which the United States has enjoyed through the
existence of a large domestic market with no internal trade barriers, and believing
that similar advantages can accrue to the countries of Europe, it is the hope of
the people of the United States that these countries through a joint organization

will exert sustained common efforts which will speedily achieve that economic
cooperation in Europe which is essential for lasting peace and prosperity.

Parr VI. FINANCIAL ASPECT OF THE PROGRAM
39. TOTAL FOREIGN AID CONTEMPLATED

The committee believes there is no question of the ability of the
United States to finance its share of the European recovery program.
This determination was made after full consideration of other requests
which will probably be made for appropriations for foreign aid in
other parts of the world. United States assistance in this program
can be accomplished without unduly affecting the American economy
or neglecting other critical areas where assistance is needed. During
an early stage of the hearings the committee requested the Secre-
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tary of State to submit an over-all estimate of the total amount
which would be required for foreign financial assistance to cover the
remainder of fiscal year 1948 and fiscal 1949. On February 6, 1948,
the following estimate was submitted:

Included in President’s Budget of Appropriations: Millions

1. Europesn'recovery program . O NI BRI L unsiliocsaas $6, 800

2. Government and relief in occupied areas_ _________________--__ 1, 400

3. Philippine war damage, rehabilitation and veterans’ benefits_____ 1133

4. Other foreign aid (including China) _ _ - _ - _ o ooeeee 750

LGERNOSIEIAUDTLY  ANGG SSINIRE S ESBLL  BOUIISIZRA _ L1 L0 9, 083
Additions to President’s Budget of Appropriations: Other foreign aid (in-

EidinesChanal aroand) sn il s ol et cap cn o B0 Ca L et e 250

iy T ek S IR s P i i b ooty e B oot M pp e i i 9, 333

! Appropriation request for fiscal year 1949 authorized by Public Law 370 (79th Cong.).

It is the understanding of the committee that these figures include
all contemplated requebts for appropriations for foreign aid with
the exception of the contributions of the United States to the United
Nations and other international organizations. Item No. 4, entitled
“Other foreign aid,” includes the China-aid program, Greek-Turkish
military aid, the Army request for Japanese- Korean reconstruction,
inter-American military cooperation, and Trieste aid. The request
for assistance to China is $570,000,000. The amounts which will be
requested for the four other programs are not known since they have
not been fully cleared and screened in the executive branch. The
total for the four would be slightly under $500,000,000.

40. THE PURPOSE IS RECOVERY, NOT RELIEF

This bill provides for United States assistance in a recovery program
geared to the individual and collective needs of the participating
countries. It 1s therefore a recovery bill and differs from the interim
ald and earlicr relief measures in that its primary concern is the re-
creation of a strong, productive, self-supporting western European
economy. Obviously, some relief-type goods must be provided within
the framework of the program, but all assistance, no matter what its
form may be, will be devoted solely to Europoan recovery.

If the measure were purely relief, certain of the participating
countries would not immediately be eligible, since they have resources
upon which to draw. They would, however, require assistance as
their resources were exhausted. Ambassador Douglas explained the
problem as follows:

Those countries that would receive no relief would exhaust what resources
they have until they reach the point of zero and thereafter would be in the paupers’
line, unable to pay for imports and unable to export. In other countries imports
would be diminished. The energy of the individuals to work would be diminished,
their exports would decline, and the conditions would continuously deteriorate.
And in order to make up the deficiency, if we were prepared to do so, we would
have to appropriate even a larger sum of money and provide even more com-
modities than is contemplated under this program.

The State Department estimates, covering the first 15-month period
based on an appropriation of 6.8 billion dollars, assigned roughly two-
thirds, or 4.5 billion dollars, to relief-type goods, and one-third, or
2.3 billion dollars to recovery-type goods. In practice, the Adminis-
trator would adjust the program to conform to new developments,
and there would be a steady decrease in the percentage of relief-type
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goods, and a steady increase in recovery-type goods. Under the head-
ing of recovery-type items are incentive goods (such as tobacco and
coffee), farm supplies and equipment, industrial raw materials, coal-
mining machinery, capital equipment and parts, and components for
machinery and equipment. Relief-type items are food, fuel, fertilizers,
and cotton and wool fibers.

The tables below illustrate the distribution of relief-type and recov-
ery-type items as follows:

TaBLE 1.—Illustrative distribution between relief-type and recovery-type com=
modities and services financed with mew U. S. Treasury funds and imported
by the participating countries from the Western Hemisphere, Apr. 1, 1948, to

June 30, 1949
[In millions of dollars, at July 1, 1947, prices]

oy Recovery-
Relieaspe | type com.
tion aid mgdmes Total
- and serv-
services {ods
Totals brought forward from table - . o o oo cmcecccmaamaaas 4 899 1, 961 6, 860
Plus'adjustment for price increases. .. oo oo e ceaaaas 342 140 482
5, 241 2,101 7,342
Less:
Savines onsshippiyigioe s 8 S 0ol DS o bovs ot ol e 71 29 100
Pepartmentiof Army, GARIOQA Lt v esaasimacina HOFANS L o il 822
I D O R e e e e S e e e T W e i 893 29 922
4 348 2,072 6, 420
Plus:
Authority to obligate funds for procurement of items, chiefly
capital equipment, to be delivered in subsequent years . _ _ | ccceceoaaa 200 200
Uncovered defieit of bizone Germany with nonparticipating
countries outside the Western Hemisphere .- oo oo .__ 134 66 200
STETE TR T e, St b sty 5 Tl EE. okt o 134 266 400
Authorization requested for ECA ___ oo ooooeeeeee 4,482 2,338 6,820
Aboyeiiniroundediamnountt it M iy Do Al They COVETE o p L i) et oLl 6, 800
Relief-tyé)e goods and services as percent of total authorization re-
GuestettEsy B O AICHIBELLIEL 1Yo s 43 Ceriasiin AR Ceillal G g R D S R R T N
Recovery-type goods and services as percent of total authorization
TEUeRla Rt RSN e, RS R e A L P, e ). N BT FRASE,

TABLE 2.—Recapitulation of illustrative distribution between relief-type and recovery-
type commodities and services financed with new U. S. Treasury funds and im-
ported by the participating countries from the Western Hemisphere, Apr. 1, 1948,

to June 30, 1949
[In millions of dollars, at July 1, 1947, prices]

Total relief-

Total recovery-

type commodi- | type commodi- Total
ties and services|ties and services
¢ T T e e iy, Dokt g B A A SO et . 118.6 63. 4 182.0
Belgium-Luxemburg and dependencies - - - - coccceccmammna- 255. 2 67.9 323.1
10 Tyl e Do) Sl il g o o I R S TR S 77.8 86.3 164.1
Wranceatd depéndenclesy S atGI I II N ] _TLlhe (o lddiill 968. 9 465. 3 1,434.2
S L B T TEEC T A Y DR DR SO S g SRR 137.3 48.6 185.9
BRI WO D A L e A e e aoees 7.8 4.9 127
s L T S S - T TUR T SR WGN oat, S L & S & 102.6 | » 49.2 151.8
15 g 2 - e Ty i R e N - 719.4 149. 4 868. 8
Netherlands and dependencies. - - - - - - ccccmccccccmmmmmm- 311.3 393.7 705.0
Norway BPaiad s aravelui | e s o e Ll RECETE A e 34.1 34.1
Eartupnl snd dependeneles o i le e branc e mahas e SR SRR Y
e R e T N LT R T S I T Rt B I 32.9 32.9
A hi Aoy s O R S S e e (8 - S o L e s N ) e T
United Kingdom and dependencies. - --cccecccccemmamamnna- 1,490.9 269. 3 1,760. 2
Western Germany:
a1 630.7 283.8 914.5
Erenchivonelttl ORIE 1 B 5 MR I D0l ekl 71.6 8.8 80. 4
BRAR s el el s R S e e e e g e 7.0 3.9 10.9
ROtRlE s iy bammebl | ooy bl O e e b b d e 4,809.1 1,961.5 6, 860. 6
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41, NATURE OF ASSISTANCE: GRANTS OR LOANS

The duration of the European recovery program and the changes
which cannot now be foreseen, make it impracticable to establish now
the extent of aid to be provided any participating country or to deter-
mine whether such aid is to be in the form of grants or loans. Simi-
larly, it cannot now be determined whether certain commodities or
classes of commodities should throughout the life of the program be
furnished on a grant or loan basis.

The committee has, however, established the criteria for determining
whether assistance should be in the form of grants or loans. This
determination is to depend primarily on two factors: (1) the character
and purpose of the assistance and (2) the capacity of the country con-
cerned to make repayments without jeopardizing the accomplishment
of the purposes of the bill. It is clear that grants should not be mads
to countries which have the capacity to pay cash or repay loans. It
is equally clear that it would be unrealistic to require a participating
country to contract dollar debts now if it does not have the capacity
to pay without jeopardizing the purposes of the program. However,
to the fullest extent practicable within the above test, payment should
be made or loans used in order to finance imports of capital equipment
and raw materials for use in connection with capital development, and
§rants should be used to finance imports of supplies of food, fuel, and

ertilizer and raw materials not used for capital development.

While recognizing that a definitive answer cannot now be given to
the question as to what percentage of assistance will be financed by
loans and what percentage by grants, the committee believe it desir-
able to obtain an estimate. In response to its inquiry the National
Advisory Council has estimated that roughly 20 to 40 percent of as-
sistance will be in the form of loans, while 60 to 80 percent will be
grants. Without attempting to make a determination, it is probable
that in the early stages of the program the countries will be divided
into four classes: (1) Countries, such as Switzerland and Portugal,
which will pay cash for commodities received; (2) countries to which
assistance will be furnished by loans; (3) countries, like Austria and
Greece, where assistance will be entirely by grants; and (4) countries,
like France and Great Britain, where assistance will be partly by
loans and partly by grants.

In determining whether assistance should be furnished by grant or
loan and in fixing the terms of repayment of any such loan, the com-
mittee has deemed it important to provide that the Administrator
should act in consultation with the National Advisory Council. It
should also be noted that the committee has made explicit that, in
determining the terms of a loan, the Administrator may provide
payment by the transfer to the United States of materials required
as a result of deficiencies in its own resources under such terms as
may be agreed to between the Administrator and the participating
country.

42, COMPARISON OF ESTIMATES OF REGUIREMENTS

The committee considered the requirements of the participating
countries during the first year of the recovery program as estimated
by the executive branch, the Harriman committee, the International
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Bank for Reconstruction and Development, and the CEEC. All of
these estimates are based upon balance of payments calculations.
The executive branch estimated a deficit of 6.75 billion dollars, the
Harriman committee estimated 6.88 to 7.69 billion dollars, and the
International Bank 7.6 billion dollars as compared with the CEEC
estimate of 8.03 billion dollars.

Only the executive branch and the Harriman committee estimated
the amount of new United States Treasury funds which would be
required after allowing for assistance from other sources. These
estimates were not on a completely comparable vasis. When the
necessary adjustments are made, however, both the executive branch
and the Harriman committee estimates are virtually identical with
the 5.3 billion dollars for the first year of the program unanimously
approved by the committee.

43. REDUCTION OF AUTHORIZATION TO 5.3 BILLION DOLLARS

The great majority of witnesses appearing before the committee
expressed the conviction that the 6.8 billions dollars requested by the
Department of State for the first 15 months of the program should
not be reduced. Due to the many imponderables involved there are
sound reasons why that sum should be looked upon as a minimum
rather than a maximum figure. Possible crop failures, changing price
levels, political disturbances, uncertainties about production schedules
and world trade—these are only a few of the intangibles which make
it impossible to predict the future requirements of the program with
any high degree of certainty. Given the tremendously important
stakes 1involved, it would seem far better to have a little too much
available than not enough. .

The committee considered it wise, however, to reduce the amount
authorized from 6.8 to 5.3 billion dollars, at the same time reducing
the period covered from 15 to 12 months. Such a reduction would,
in no way, impair the effectiveness of the program, since the 5.3
billion-dollar figure is, in fact, the amount necessary to carry through
the 6.8 billion-dollar program for a 12-month period. At the same
time, there are a number of strong arguments in favor of such a
change.

In the first place, it would seem desirable that the program be
reviewed by the Congress at the earliest reasonable date in 1949. By
that time the people of the United States will have determined the
composition of the Congress and the administration which, in the
long run, will be responsible for the execution of the program. By
that time, too, many of the imponderables which now exist will have
been resolved. We will know far better then than now the exact
impact of crops, prices, political disturbances, and production results
upon the program.

In the second place, by January 1949 we will have the benefit of
the recommendations of the Administrator and his staff. Such
recommendations, framed in the light of 6 or 8 months’ experience
by those in charge of the program, will be invaluable. Moreover, by
that time, the studies of the joint congressional committee proposed
in the present bill will be available.

Finally, if it is generally recognized that the recovery program is
coming under critical review early in 1949, it will encourage the par-
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ticipating countries to exert every effort to show substantial progress
by way of self-help between now and then. This additional impetus,

ﬁOfn}nlg during the early stages of the program, may prove exceedingly
elpful.

44. APPLICATION OF PORTION OF 1948 SURPLUS TO 1949 EXPENDITURES

The Joint Committee on Internal Revenue Taxation has estimated
a Treasury surplus of approximately $8,000,000,000 in fiscal year
1948. The Treasury has estimated the surplus at about $7,500,000,000.

The committee felt that it would be appropriate to reserve
$3,000,000,000 of this 1948 surplus for disbursements under the
program in 1949 which would otherwise have been accounted for as
expenditures in that fiscal year. This action will not affect the pro-
gram in any way. It will merely assure that a portion of the surplus
in fiscal 1948 is not used for debt retirement during that year and will
increase, to that extent, the anticipated budgetary surplus for 1949.

Senator Millikin, chairman of the Senate Committee on Finance,
explained to the committee that this procedure would tend to prevent
this important project from cannibalizing other legitimate projects
and would tend to prevent other legitimate projects from cannibaliz-
ing the recovery program during a year when there might be many
demands upon the United States Treasury.

456. ADVANCE OF $1,000,000,000 BY RECONSTRUCTION FINANCE
CORPORATION

In the Relief Assistance Act and the Foreign Aid Act the committee
inserted a provision calling for advances by the Reconstruction
Finance Corporation pending the appropriation of necessary funds by
the Congress. This was considered desirable because of the urgent
needs of the recipient countries.

Under the Foreign Aid Act authority to grant additional assistance
to France, Austria, and Italy will expire on April 1, 1948. In view
of this situation, in view of the compelling needs of other participating
countries, and in order to prevent delay in carrying out the objectives
of this act, the committee agreed that the same procedure should be
followed. Accordingly the bill authorizes the Reconstruction Finance
Corporation to make advances not to exceed $1,000,000,000 in the

aggregate in such manner as the President shall determine in carrying
out the program.

46. THE EUROPEAN RECOVERY PROGRAM AND THE UNITED STATES
MILITARY ESTABLISHMENT

In considering the cost of the European recovery program some
people ask whether the United States can afford to participate in such
a program. It is just as pertinent to ask whether the United States
can afford not to participate.

There are, in effect, two possible courses which the United States
might follow in the pursuit of national security. On the one hand,
we might cooperate fully with the other nations in an earnest attempt
to establish and maintain those economic conditions in the world
which are essential to international peace and prosperity. This is
the purpose of our participation in the Kuropean recovery program.
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If, on the other hand, the road of international cooperation is aban-
doned, then the United States would have no alternative but to
oreatly expand and strengthen its military establishments so as to be
ready for any eventuality in a divided and uncertain world.

This point was emphasized by Secretary Royall and Secretary
Forrestal in their testimony before the committee. Secretary Royall
pointed out that if an adequate recovery program were not inaugurated
the Department of the Army, in the interests of national security,
would be compelled to seek an additional appropriation of at least
21 billion dollars for the Army and the Air Forces alone for the next
fiscal year. He said that the Army would have to modernize existing
equipment, purchase new types of equipment developed since the war,
and resort to the draft unless some other methods of increasing volun-
tary enlistment could be devised. Secretary Forrestal also testified
that an over-all increase of from 25 to 50 percent in defense appropria-
tions would be necessary if there were no recovery program.

Viewed in this light the cost of the European recovery program
may be compared to the premium on an insurance policy. Certainly
it would be far less expensive than if the United States were to stand
alone in isolation in a chaotic world. Moreover, it should be remem-
bered that increased defense expenditures constitute, not a 4-year,
but a perpetual commitment, with the amount tending to increase
each year in proportion to the development of disorder and chaos in
the world. The committee is convinced that the European recovery
program is a calculated risk which the United States cannot afford to

reject.

47. FINANCING FROM SOURCES OTHER THAN UNITED STATES
GOVERNMENT FUNDS

The committee agreed that wherever feasible the balance of pay-
ments deficits of the participating countries should be financed from
sources other than the United States Treasury.

The estimate of the executive branch anticipated that $1,285,000,000
of financing will be available in the first 15-month period from the fol-
lowing sources: $500,000,000 from the International Bank, private
investments, and the remaining portion of outstanding Export-
Import Bank credits; $700,000,000 from credits advanced by other
countries in the Western Hemisphere; and $85,000,000 from certain
of the participating countries.

The committee understands that the Harriman committee esti-
mated the sources of other financing would amount to $1,250,000,000
in 1948: $750,000,000 from the International Bank; $450,000,000 from
other countries in the Western Hemisphere; and $50,000,000 from
private investment.

Mr. John J. McCloy, President of the International Bank for
Reconstruction and Development, informed the committee that the
executive branch’s estimates of financing from other sources are high
rather than low, largely because he does not believe that credits will
be available from other Western Hemisphere countries in the assumed
amount.

The committee believes that the United States should encourage
other Western Hemisphere countries, in their interest as well as ours,
to finance from their resources as much as possible of the import
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deficit of the participating countries. The committee took this
factor into account in formulating its decision on the authorization of
purchases from sources outside the United States. A reasonable
expectation, therefore, is that the other Western Hemisphere countries
might be able to finance about $700,000,000 of the deficit of the partici-
pating countries in the first 15 months of the program. To rely on
any larger amount would be unrealistic in view of the present
dollar exchange difficulties of Canada and certain other American
countries.
48. THE ROLE OF THE INTERNATIONAL BANK

Many people have inquired about the legitimate role of the Inter-
national Bank for Reconstruction and Development in the European
recovery program. Since this agency was created for the express
purpose of assisting in reconstruction and development projects in the
postwar world, why should it not assume a major share of the burden
of the program?

Mr. John J. McCloy, president of the bank, appeared before the
committee during the hearings and answered that question very
categorically. Up to the present time the Bank has made four loans:
$250,000,000 to France, $195,000,000 to the Netherlands, $40,000,000
to Denmark, and $12,000,000 to Luxemburg. But there are many
additional applications for loans and it must be kept in mind that the
bank must serve 46 States and not just 16. Moreover, as Mr. McCloy
pointed out, the bank has less than $500,000,000 to lend at the present
time. Finally, because of the express limitations of its charter, the
bank can lend only to those countries with long range reconstruction
and development programs and whose credit standing indicates that
repayment prospects are gocd.

It follows that the bank cannot be counted on as one of the major
resources available during the initial period of the program. The
committee b lieved, however, that it could best be tied into later
stages when mare stable economic conditions exist in Europe and
when long range development projects can be more properly financed
on the basis of hard loans. Following is an outline of the bank’s
capital stock and the dollars available for lending:

International Bank for Reconstruction and Development—Qutline of capital stock
and dollars available for lending

Capital stock:

Authorized (100,000 shares) .- --cceccmcommcm e $10, 000, 000, 000

Bubseribed (82,631 8hEred)L . L. Sl Ba el BaO U 8, 263, 100, 000
Paid in—

2 percent in gold or United States dollars___________ 165, 262, 000

18 percent in currencies of the 46 members_________ 1, 487, 358, 000

Total paid ilisaba . afl 28,00 s st aie ol S ia D 1, 652, 620, 000

80 percent subject to call on the United
States to meet obligations of the bank_ $2, 540, 000, 000
80 percent subject to call on other mem-

ber countries to meet obligations of the
hatGity, a0 M ANSE JOO sridus il S 4,070, 480, 000

6, 610, 480, 000

T OhB) it i i i = i s i o 8, 263, 100, 000
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International Bank for Reconstruction and Development—Quiline of capital stock
and dollars available for lending—Continued

Dollars available for lending:

2 percent in gold or United States dollars_____________._ $165, 262, 000
18 percent of United States subscription________________ 571, 500, 000
Available doliarcapital ______ " 0oL A WS 736, 762, 000
Proceeds of sale of bonds (July 15, 1947) _ ___________ __ 250, 000, 000
Total dollars available for lending_ ___________ 086, 762, 000
e T [y e e I T N S NN 497, 000, 000
Balance of dollars available for loans_________________ 489, 762, 000

49. ROLE OF PRIVATE ENTERPRISE

As a result of the economic conditions brought on by the war,
private enterprise has not been in a position to provide substantial
assistance to the devastated countries of Europe. One incontro-
vertible fact is that the magnitude of the problem is such as to make
it unrealistic to expect that recovery can be effected at this time
through assistance rendered primarily by private enterprise. There
is no doubt, however, that as the recovery program progresses, private
enterprise will be able to play an increasingly important role. In
fact, the committee is convinced that an essential element of this
program will be the encouragement by the Administrator of private
enterprise to contribute through its initiative and capital in the
reconstruction and development of Europe.

Even today, however, American business interests are prepared to
assume business risks abroad, provided they have assurance that they
will be able to transfer foreign currency proceeds into dollars. Aeccord-
ingly, authorization is given the Administrator to make guaranties
for the transfer into dollars of local currency proceeds realized from
newly made investments, including loans, approved by both the par-
ticipating country and the Administrator. This authorization, which
is limited to 5 percent of the funds appropriated, does not provide for
the underwriting of normal business risks; it deals only with guaranties
of transferability from local currencies to dollars. These guaranties
are to be made only with respect to projects which further the recovery
program. :

The committee also agreed that American business enterprise and
technical know-how should prove of great value to the Administrator
In a consultative capacity. To this end, a provision has been inserted
In the bill authorizing the Administrator to employ not only con-
sultants but organizations of consultants to assist him in this program,

50. PRIVATE VOLUNTARY AMERICAN RELIEF TO FOREIGN COUNTRIES

The committee noted with satisfaction that between July 1, 1945, and
June 1947, private gifts and grants-in-aid amounted to $1,451,000,000.

It is desirable that private aid continue and that all voluntary
agencies engaged in foreign aid should register with the Advisory
Committee on Voluntary Aid.

This program, however, is essentially a recovery program. The
private relief has an elasticity that governmental programs do not
have. Frequently it covers needs not otherwise met such as special
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diets for invalids and the rehabilitation of displaced persons. The
committee has been impressed by the repeated testimony which
demonstrated that individual American participation in European
ald elicits many responses of good will.

51. THE USE OF FOREIGN-OWNED UNITED STATES ASSETS

The committee deemed it desirable that the participating countries,
to the exteunt practicable, should take measures to locate and control
the assets held by their citizens in this country and the earnings from
these assets so that the dollar incomes would be available to foreign
governments to further the purposes of this act. This does not mean
that the foreign governments must seize or liquidate private assets
held by their citizens. It is not considered desirable to require the
liquidation of such assets and thus deprive European countries of
reserves which they may need either to achieve economic stability
or to meet inevitable emergency requirements for which the program
does not fully provide.

In view of the cost of this program to the American taxpayer,
it is the intent of the committee that all idle, hoarded, or unproductive
assets should be put to use. The precise form of use will necessarily
vary according to the circumstances of the particular country and the
nature of the assets.

As of the middle of 1947, the CEEC countries held $7,094,000,000
in United States assete. The total long-term assets amounted to
$4,930,000,000; about $2,200,000,000 of this represents stocks and
bonds, the bulk of which are probably of a readily marketable char-
acter. Short-term assets amount to $2,164,000,000. In the present
crisis, many foreign countries have already drawn their reserves below
what ordinarily would be regarded as a prudert level. Depletion of
these reserves delays and jeopardizes the restoration of international
convertibility of currencies and expanded international trade and
investments.

It is important to distinguish between blocked assets and free
assets. During the course of the hearings, the Secretary of the
Treasury started to free $1,100,000,000 of blocked assets to help the
recipient countries to obtain control of them. These assets have been
concealed contrary to the laws and national interests of the countries
concerned. The recipient countries can perhaps count on obtaining
in the next 12 months a part of the 400 million dollars estimated to
be held directly in the United States for resident nationals of these
countries. The largest portion of the 400 million dollars of directly
held assets, namely, 100 to 150 million dollars, is owned by French
citizens, and the French Government is making every effort to
mobilize these resources.

Two other related matters may be mentioned here: The pledging
of foreign-owned assets and gold reserves. (a) The pledging of
foreign-owned assets in the United States as collateral for loans is not
without precedent. However, this would normally involve the na-
tionalization or seizure of such assets by governments—a step which
is contrary to the philosophy of the bill. (b) The CEEC countries
held about $6,568,000,000 in gold reserves as of June 30, 1947. There
have been serious drains on these reserves since that date. Most of
the participating countries have already drawn their gold reserves
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below levels necessary to provide adequate working capital for their
international trade or adequate backing to maintain sound currencies.
It may be noted during 1947 the net increase in United States gold
holdings was close to $1,900,000,000, a factor which has aggravated
the exchange position of other countries.

62. THE EXTENT OF PRIVATE GOLD HOARDING

The committee properly took account of the fact that concealed
private gold hoardings do not work for the recovery of the European
countries. Popular discussions have mentioned such hoardings to
the extent of $3,000,000,000 for France alone. The Secretary of the
Treasury testified that the actual amount of private gold hoarding
is unknown, but that it may be inferred from existing evidence that
the actual figure is of much smaller dimensions than $3,000,000,000.
In fact, statistics on gold production and gold reserves would indicate
that there has not been an increase in gold hoarding since the outbreak
of the war, and that the private holdings in all of western Europe at
that time was considerably less than $1,000,000,000. The recovery
program, by working toward the stabilization of European currencies,
will provide the conditions which will bring gold out of hoarding and
into the hands of the monetary authorities.

53. DURATION OF THE PROGRAM

The committee felt strongly that authorization for this program
should extend through June 30, 1952, approximately 4 years, so that
the maximum results could be achieved from the pledges and under-
takings of the participating countries. This assurance of the United
States should enable the participating countries to demonstrate their
intent to take courageous and wise measures of self-help and mutual
cooperation. Many of the recovery benefits of this program will only
just begin to appear in the first 12 months’ period.

After June 30, 1952, or after the date of the passage of a concurrent
resolution by the two Houses of Congress before that date, the Adminis-
trator is allowed a period of 12 months to wind up operations. The
committee rejected an earlier proposal which would have allowed 3
years for liquidating operations.

It should be pointed out that the termination provisions will not
invalidate agreements for the transfer of materials to the United
States under the program, or the guarantees to private investors
made by the Administrator in connection with approved projects.
Such agreements and guaranties are explained in other sections of
this report.

Part VII. RECOMMENDATIONS OF THE COMMITTEE
54. CONCLUSION

On February the 13 the committee concluded its deliberations
and unanimously voted: to report the bill to the Senate for favorable

action.
The committee believes that the program proposed is a sound one,
that it will impose no dangerous strain upon the economy of the
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United States, and that it will be adequate to provide the margin for
success in an effort which must be essentially and primarily European.

This kind of assistance, in peacetime, is without precedent in the
history of mankind. This assistance is not, and cannot be, a per-
manent feature of American foreign policy. For Americans, the
approval of this act represents a major decision. If Europeans fully
understand this decision, they will realize that the United States 1s
making adjustments almost as severe as they are likely to call upon
each other to make. Above the details of the legislation, the debates,
the statistics, and the work sheets, it is the expression of a great ideal
of common welfare and peace. This ideal must become the common
currency among the peoples of the world.
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APPENDIXES

AprreENDIX I

SECTION BY SECTION ANALYSIS OF THE EconNvomic CoOPERATION AcCT
OF 1948

Section 1: Section 1 contains the short title of the bill.

Section 2 (a): After setting forth the congressional findings, this
subsection states the policy of the bill,

Section 2 (b): The stated purpose of the bill is to effectuate the
policy set forth in section 2 (a).

Section 3: This section defines the term ‘“participating country.”

The term ‘“‘dependent areas under its administration,” as used in
this section, is intended to refer to all colonies and dependencies of a
participating country and to trust territories administered by a par-
ticipating country under the international trusteeship system of the
United Nations. Action under the bill in respect of all such areas
would have to be consistent with the principles set forth in article
73 of the Charter of the United Nations and, as regards trust terri-
tories, consistent also with the terms of the relevant trusteeship
agreement.

Section 4 (a): This subsection establishes the Economic Coopera-
tion Administration and the office of the Administrator.

Section 4 (b): This subsection establishes the office of the Deputy
Administrator for Economic Cooperation.

Section 4 (¢): This subsection assures the possibility of commence-
ment of operations as soon as possible after the bill’s passage, even
though 1t may not have been possible for the first Administrator or
Deputy Administrator to take office. The President is authorized,
in such event and for a period of not more than 30 days after the date
of enactment of the bill, to provide for the performance of the functions
of the Administrator through such agencies of the Government as
he may determine. However, if the President nominates an Ad-
ministrator or Deputy Administrator during such 30-day period, the
authority of the President to provide for the performance of the
Administrator’s functions through other agencies of the Government
will continue until the Administrator or Deputy Administrator takes
office.

Section 4 (d): This subsection authorizes the Administration, or any
other department, agency, or establishment of the Government per-
forming functions under the bill, to employ personnel for duty within
the continental limits of the United States. Employment of personnel
for service 1n the District of Columbia and elsewhere in the United
States under this authority is not subject to the personnel ceilings
imposed by section 14 (a) of the Federal Employees Pay Act of 1946.
The Administrator is given authority to compensate not more than

o7
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60 of the persons performing duties within the United States without
regard to the provisions of the Classification Act of 1923, and to
compensate not more than 10 of these persons at rates up to $15,000
per year. In addition, this subsection authorizes the emplovment by
the "Administration of experts and consultants, or organizations of
experts or consultants, such as engineering and account1n<r firms, and
individuals so employed may be compensa,ted at rates up to $50 per
day. The number of experts and consultants who may be compensated
up to the amount specified in this subsection is not limited. Pay-
ments to organizations employed by the Administration under this
subsection may be made at such rates and in such manner as the
Administrator may authorize in contracts with such organizations.

Section 4 (e): This section, which authorizes the Administrator or
the head of any other lepm tment, agency, or establishment of the
Government performing functions under the bill, to promulgate
necessary rules and regulations and to delezate authorltv to his
subordinates to perform ‘his functions under the bill, is consistent with
standard administrative procedures. The subsection is not intended
to permit the delegation of rule-making power to subordinates.

Section 5 (a): This subsection enumerates certain functions to be
performed by the Administrator. The authority of the Administrator
to formulate programs of United States assistance under the bill
includes authority to approve specific projects which may be proposed
to him by a participating country, to be undertaken by such country
in substantial part with assistance furnished under the bill. This
authority is designed to implement the undertaking provided for in
section 15 (b) (1) of the bill.

The authority reposed in the Administrator to provide for the
eflicient execution of programs refers to the effective performance on
the part of agencies of the United States Government with respect to
services rendered by such agencies, under approved programs, in pro-
curement, storage, transportation, orother handling necessary to insure
the transfer of commodities in conformity with the programs.

Section 5 (b): This subsection preseribes arr angements under which
the Administrator ard the Secretary of State will concert their
respective activities so as to strengthen and make more effective the
conduct of the foreign relations of the United States. To this end
effective working re lations should be established between the Admin-
istration and the Department of State.

Section 6: Under this section the Administrator is made a mem-
ber of the National Advisory Council on International Monetary and
Financial Proble ms (hnnw Lhe existence of the Administration.

Section 7 (a): This subsection creates a Public Advisory Board, to
advise and ('onsult with the Administrator with respect to (‘(11(1.11 or
basic policy matters arising in connection with the Administrator’s
discharge of his 10@[)011\11)1111105

bvctmn 7 (b): This subsection authorizes the Administrator to
establish other advisory committees. Members of such committees
may receive compensation in accordance with the provisions of sec-
tion 4 (d) relating to experts and consultants employed by the Admin-
istration.

Section 8: This section provides for a United States special repre-
sentative in Europe.
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Section 9 (a): This subsection provides for the establishment of
special ECA missions abroad. The chief of a special mission is to be
second in rank to the Ambassador, Minister, or chargé d’affaires ad
interim, as the case may be, in charge of the United States diplomatic
mission.

Section 9 (b): This subsection assures proper coordination between
the chief of the special mission and the chief of the United States
diplomatic mission.

Section 9 (¢): In order to assure that the United States special
representative in Europe and his staff, as well as the ECA mission
in each participating country, will receive office space, facilities, and
other administrative services, the Secretary of State and the Admin-
istrator are authorized to make appropriate agreements to this end.

Section 9 (d): In view of the special circumstances existing in the
zones of occupation of Germany, this subsection provides that in place
of the establishment of special ECA missions, the President shall make
appropriate administrative arrangements with respect to the zones of
occupation of Germany in order to enable the Administrator to carry
out his responsibility to assure the accomplishment of the purposes
of this act. Similar arrangements may be provided for the zones of
the Free Territory of Trieste if either of the zones of the Free Territory
of Trieste becomes a participating country as defined in section 3.

Section 10 (a): Under this subsection two alternative procedures
are made available to the Administrator for the employment of per-
sonnel for the purpose of performing functions under this bill outside
the continental limits of the United States. Under the first of the
procedures, such personnel will be outside the Foreign Service system
but will receive compensation, allowances, and benefits comparable
to those provided for Foreign Service reserve and Foreign Service
stafl officers and employees.

Under the second procedure, the Administrator may recommend to
the Secretary of State persons to be appointed or assigned as Foreign
Service reserve officers or as Foreign Service staff officers and employees
for the purpose of performing operations under the bill outside the
continental limits ef the United States. Foreign Service staff officers
and employees appointed from other Government agencies pursuant
to this procedure may be given the same reemployment rights as
are provided for Foreign Service reserve officers by section 528 of the
Foreign Service Act of 1946. The assignment to a post abroad or the
transfer from one post abroad to another and the promotion of persons
appointed to the Foreign Service reserve or staff under this section
are to be made by the Secretary upon the recommendation of the
Administrator.

Thus, the pay scale of all persons appointed pursuant to this sub-
section will range from $720 to $13,500, exclusive of allowances for
quarters, cost of living, and representation.

It is contemplated that the two procedures outlined above are to
be mutually exclusive. It isleft to the judgment of the Administrator
with respect to each appointment, whether such appointment should
be within or outside the Foreign Service system. Under existing
legislation there is nothing to prevent the Secretary of State, at the
request of the Administrator, from assigning _oﬁ‘ic.ers in the Foreign
Service system to perform functions under this bill. In such event
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such officers could be paid out of funds made available in accordance
with section 14 (d) of this bill.

Section 10 (b): This subsection provides for the appointment of
alien clerks and employees for duty outside the continental limits of
the United States.

Section 10 (c¢): This subsection deals with the investigation of
citizens or residents of the United States who are appointed pursuant
to section 10 for the performance of functions under the bill.

Section 11: This section prescribes the forms and procedures by
which the Administrator may provide assistance to a participating
country, and the methods of furnishing such assistance. Under the
authority of this section, and with the funds authorized under section
14, the Administrator will be able to launch immediately into opera-
tions which will relieve the drain on the dollar assets of the partici-
pating countries. These assets are now being drained at a rate which
will, shortly after April 1, leave several participating countries without
any dollar assets available, as a practical matter, for purchasing essen-
tial commodities in dollar areas. These countries, however, will then
have under contract or on hand in the United States a substantial
quantity of commodities for delivery in the ensuing months. These
undelivered commodities comprise the ‘pipe line” of supply to the
countries concerned. Those commodities in the ““pipe line”” which are
eligible for provision under this bill, may be financed by the Adminis-
trator out of funds made available under the bill, as part of the assist-
ance to be provided thereunder. As in the case of the Foreign Aid
Act of 1947, under which the same type of operation was authorizec
the ‘“ pipe line”” at any moment will embrace commodities not thereto
fore landed in the territory of a participating country. The languags
of the present bill will permit the Administrator to arrange for this
important aspect of assistance.

Section 11 (a): This subsection authorizes the Administrator te
furnish assistance to any participating country, in the forms pre-
scribed. He may provide for procurement of any commodity whick
he determines to be required for the furtherance of the purposes of
the bill. The authority to procure ‘‘from any source’ provided in
paragraph 1 includes the authority to procure ‘“‘offshore,” that is,
from outside the territory of the United States.

The term ‘“‘commodity’’ 1s broadly defined, except that the reference
to merchant vessels is limited to vessels chartered under the authority
set forth in paragraph 4 of this subsection. The Administrator is
authorized to furnish technical information or technical personnel for
instruction purposes to a participating country, as well as other forms
of technical information and assistance.

Merchant vessels chartered under authority of this subsection under
such terms and conditions as the Administration may determine while
being operated by a participating country, will not be subject to laws
designed to control the operation of United States vessels.

The provision authorizing transfer of any commodity or service is
intended to authorize the actual delivery of a commodity into the
custody of a participating country, or the rendering of a service for
such country. These acts represent the actual rendering of the assist-
ance authorized under the program. By defining transfer as the act
of delivery or of rendering a service, a standard is established for meas-
uring the amount of assistance actually provided for a participating
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country. This measure is important in connection with fiscal opera-
tions and in the preparation of reports on operations under the bill.
The paragraph authorizes transfer not only to a participating country
itself, but to any agency or organization representing such country.
Under this authority, commodities, for example, could be delivered
directly to business firms designated by the participating country as
its agent to receive such commodities or to an organization represent-
ing a group of such countries.

Section 11 (b): This subsection prescribes the method under which
the Administrator may provide the types of assistance authorized
under section 11 (a).

Paragraph (1) of section 11 (b) authorizes the Administrator, for the
purpose of facilitating procurement, to establish accounts on the
books of the Administration, or of any other department, agency, or
establishment of the Government, or, on terms and conditions ap-
proved by the Secretary of the Treasury, in United States banking
mstitutions (including their overseas branches). In addition to
authorizing Government procurement through procedures specified
herein, the paragraph will enable the Administrator to permit utiliza-
tion of normal trade channels, with adequate safeguards to assure
proper expenditure for approved purposes.

Under subparagraph (i) a letter of commitment could be issued by
the Administrator to participating countries, in order to facilitate
their contracting with suppliers, or could be issued to suppliers. The
letter of commitment would embody a commitment on the part of
the Administrator to make payment for the furnishing of specified
commodities, upon presentation of the letter of commitment, together
with contracts, invoices, bills of lading, or other supporting documents
enumerated therein sufficient to demonstrate that the funds are being
properly spent for approved purposes. The utilization of this pro-
cedure, in effect, would enable a participating country to institute
essential approved procurement without the necessity for borrowing,
or immobilizing its scarce dollar reserves by furnishing an irrevocable
letter of credit to a supplier. Such borrowing, or the furnishing of an
uwrevocable letter of credit, has frequently been required of foreign
countries making contracts in the United States in order to relieve the
supplier of credit risk. A letter of commitment, which would create
an obligation against appropriations made under authority of the
bill, would normally be used by a supplier in the place of an irrevocable
letter of credit and on the same basis as a United States Government
contract to purchase, and the supplier could use the letter of commit-
ment for his own credit arrangements in the same way as he could use
& United States Government contract.

Subparagraph (i) of this subsection authorizes the Administrator
to permit withdrawals, against an established account, by a par-
ticipating country. The Administrator would specify the documents
which must be submitted to effect withdrawals, in order to assure
full compliance with the terms and conditions of the supply program.

The foregoing procedures will permit the Administrator, acting
within prudent limits, to authorize advances for the making of pay-
ments by or on behalf of participating countries, and to authorize
reimbursement to such countries for payments already made by
them for approved commodities. Such payment or reimbursement
can be effected without requiring the submission of all documents
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which are ordinarily prerequisite to the expenditure of United States
Government funds. This will make possible procurement in a
businesslike manner, through normal channels of trade, subject to
adequate safeguards established by the Administrator to demonstrate
that all expenditures are within the approved program and in accord-
ance with the terms and conditions established by the Administrator
for such expenditures. The safeguards will enable him to make
certain that amounts authorized to be withdrawn will not exceed
the needs of participating countries to make current dollar payments
for approved supply items. In addition, the Administrator will be
in a position to assure that the timing and method of procurement is
consistent with the best interests of the domestic economy of the
United States. However, this subsection requires, with respect to
procurement within the United States, the eventual submission of all
standard documents necessary for auditing purposes. Experience
has shown that, with respect to procurement outside the United
States, particularly through normal trade channels, it is frequently
impossible to obtain all the standard documentation required for
auditing of accounts. Hence, the Administrator is authorized to
prescribe the documents required in support of expenditures for
offshore procurement.

Paragraph (2) of subsection (b) permits the utilization by the
administrator of any department, agency or establishment of the
Government in connection with provisions of assistance under the bill.
This authority includes procurement through regular Government
procurement agencies. Funds allocated to any such agency out of
funds appropriated under authority of the bill will be established in
separate appropriation accounts in the Treasury. The paragraph
also authorizes the provision of assistance through action and coopera-
tion with the United Nations, with other international organizations
or with agencies of the participating countries.

Paragraph (3) authorizes the Administrator to make guaranties
for the transfer into dollars of local currency proceeds from projects
abroad, under conditions and subject to the limitations contained in
the paragraph. The approval of the Administrator will be expressed
through the guaranty contract with the American investor. The
approval power will not stop with the writing of the guaranty con-
tract itself. Regulations will be promulgated by the Administrator
to assure a follow-up to determine that the agreed amount of dollars
have actually been invested, that the resulting investment is reason-
ably related to the recovery purposes for which the guaranty was
extended, and that the local currency proceeds tendered for transfer
into dollars are justifiably attributable to the guaranty investment.
The term ‘‘investment’”’ includes loan, as well as so-called equity,
investments.

It 1s expected that upon the termination of the administration in
1953, a statute would be enacted providing for the liquidation of the
transfer guaranty in the period following 1953, and would designate
or provide for the funds to be used for this purpose.

(¢) This subsection specifies the financial terms pursuant to which
the Administrator may provide assistance to a participating country.

The provision for consultation between the Administrator and the
National Advisory Council in this subsection (as well as in subsec.
(2) of this section and par. (6) of sec. 15 (b)) contemplates that if,
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after such consultation, differences of view remain, the matter in dis-
agreement will be referred to the President for final decision. When
it is determined that it is appropriate to provide assistance to a par-
ticipating country on a loan basis, the Administrator will allocate
funds for this purpose to the Export-Import Bank of Washington
which will make and administer the credit as directed and on terms
specified by the Administrator in consultation with the National
Advisory Council.

Section 12 (a): This provision is designed to assure the protection
of the domestic economy.

Section 12 (b): This subsection provides an added measure to
assure the protection of the domestic economy by avoiding unneces-
sary drains upon petroleum and petroleum products of the United
States.

Section 12 (c¢): Under this subsection the Administrator in the
procurement of agricultural commodities within the United States for
transfer by grant to any participating country will procure an amount
of each class or type of each such commodity approximately pro-
portionate to the total exportable surplus of such class or type of such
commodity. The application of this subsection is qualified by the
following conditions: (1) The agricultural commodities must not be
in short supply in the United States; (2) the class or type must be with-
in the requirements of the participating country for which the pro-
curement is being provided; (3) the procurement of a proportionate
amount of each class or type must be administratively practicable;
and (4) such procurement should not hinder, but should be in further-
ance of the purposes of the act.

Section 13 (a): From time to time assistance for the participating
countries will take the form of commodities that are normally procured
by United States Government departments, agencies, and establish-
ments for their own purposes. Similarly, assistance will sometimes
be provided in the form of services that can readily be rendered by
such departments, agencies, or establishments. Under this subsection
whenever such commodities or services, or facilities, are made available
1o participating countries, the departments, agencies, or establishments
from which such commodities, services, or facilities are obtained will be
reimbursed out of funds appropriated under this bill. This subsection
also prescribes the procedures under which such reimbursement will
be effected.

Section 13 (b): Cases will arise in the course of operations under this
bill when commodities procured under a program of assistance to the
%ar.ticipating countries (1) can fill some more urgent need of the

nited States Government; (2) are determined no longer to be
appropriate for transfer under the original program; or (3) are in
danger of spoilage or wastage, or must be disposed of in order to
conserve their usefulness. In such cases, under this subsection, the
Administrator may dispose of such commodities in the best interests
of the Government of the United States, in accordance with the
procedures set forth in this subsection.

Section 14 (a): This subsection authorizes an advance from the
Reconstruction Finance Corporation of $1,000,000,000 in order to
permit operations pending enactment of an appropriation act. In
authorizing this advance this subsection provides a procedure,
standard m laws of this character, to permit immediate start of
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operations once the authorizing legislation is enacted. In view of the
urgent need of making assistance available to the participating
countries and to keep the pipe lines flowing, the committee has
considered the sum of $1,000,000,000 essential for that purpose
pending consideration and enactment of an appropriation act.

Section 14 (b): This subsection is a precautionary measure, the
purpose of which is to assure that any unused balances of funds under
the Foreign Aid Act of 1947 shall be available for carrying out the
purposes of this bill.

Section 14 (¢): This subsection contains the standard authoriza-
tion for appropriations. The introductory language, referring to those
participating countries which adhere to the purposes of the bill and
remain eligible to receive assistance thereunder, merely restates and
reflects the conditions precedent to the receipt of assistance which are
set forth in other provisions of the bill. The language is not intended
to impose a new condition, and the tests for eligibility are provided
elsewhere in the bill, as well as the methods of determining eligibility.
While this subsection authorizes appropriations without any specific
limitation as to amount, for the period believed essential for the ex-
ecution the recovery program, it limits the amount which may be
appropriated for the period of 1 year following the date of enactment
of this bill to $5,300,000,000. This will permit a congressional re-
view of operations under the bill early in the next session of Congress,
without jeopardizing the accoraplishment of the purpoeses of ¢he bill.

Section 14 (d): This subsection gives general authority to use the
funds made available under this bill for all the various incidental ex-
penses that will be found essential to effective operations. It spe-
cifically authorizes the use of such funds for administrative expenses
and compensation of various classes of personnel and permits the dis-
regard of certain laws that would unduly hamper the type of opera-
tions that will be necessary in an unusual program of this type.

Section 14 (e): This subsection authorizes the merger of local-
currency deposits made under the Relief Assistance Act and the
Foreign Aid Act of 1947 with similar local-currency deposits to be
made under this bill. Such local-currency deposits if so merged,
would then be held for use in accordance with the terms and conditions
specified in paragraph (6) of subsection 15 (b) of this bill. This
section, when enacted into law, will provide the congressional approval
required by the Relief Assistance Act and the Foreign Aid Act of
1947 for the deposit of the unexpended balances remaining in the local-
currency accounts established under such act. Thus uniformity in the
ultimate disposition of all these balances will be assured in accordance
with the policies established in this bill.

Section 14 (f): This subsection establishes a foreign economic trust
fund consistinzg of $3,000,000,000 of the funds appropriated for the
first 12 months of operations under the bill, and requires that expendi-
tures made for carrying out this bill during such period will first be
met out of such trust fund. When the $3,000,000,000 placed in the
trust fund has been exhausted by these expenditures, future expendi-
tures will be made out of appropriation accounts in the customary
manner. Krom the point of view of the Administrator’s operations
under the act, the trust fund will be utilized in exactly the same man-
ner as ordinary appropriation accounts. The only difference which
will result from the creation of a trust fund is the recording of the
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expenditure of the $3,000,000,000 as part of the budgetary expendi-
tures of the fiscal year ending June 30, 1948.

Section 15 (a): This subsection authorizes the Secretary of State,
after consultation with the Administrator, to conclude such agree-
ments as may be necessary in furtherance of the purposes of this bill,

Section 15 (b): This subsection provides that in addition to the
multilateral reciprocal pledges to be given among themselves, each
participating country to be eligible to receive assistance under this
bill, will be required to conclude an executive agreement with the
United States. Inasmuch as the purpose of the bill, as stated in section
2 (b), is to effectuate the policy set forth in section 2 (a) of the bill, this
portion of the bilateral agreement will, in effect, constitute an under-
taking by each participating country to adhere to the policies of the
bill governing the objectives in Europe of the program. In addition,
subsection (b) enumerates certain provisions which will, where applica-
ble, be embodied in the bilateral agreement between each participating
country and the United States.

The first of these provisions embodies an undertaking by the
country concerned to promote industrial and agricultural production
in order to enable such country to become independent of extraor-
dinary outside economic assistance. It also makes clear that the
Administrator has authority to approve specific projects which mav
be proposed by a participating country to be undertaken in sub-
stantial part with assistance provided under the bill and is designed
to further the purposes of the bill.

Paragraph (5) of section 15 (b) is designed to make available to the
United States in accordance with the terms of the paragraph, ma-
terials required by the United States as a result of deficiencies or
potential deficiencies in its own resources. Agreements with par-
ticipating countries for the transfer of such materials may extend
beyond the period of the bill and will specify the terms and quantities
governing the transfer of such materials.

In addition to providing for reports to the United States by each
participating country on operations under the agreement, paragraph
(7) also assures that adequate publicity will be given within each
participating country by the government of such country to United
States assistance furnished under the bill.

Section 15 (¢): Detailed and comprehensive agreements such as are
contemplated under subsection (b) may well require some time to
conclude, particularly since the constitutional systems of some partic-
ipating countries require that agreements of this character be sub-
mitted to their legislatures for ratification. Accordingly, subsection
(¢) authorizes the Administrator, for a period of 3 months after the
date of enactment of this bill, to provide assistance to any participating
country in ‘accordance with the terms of the bill whenever such
country has signified its adherence to the purpose of the bill and
its intention to conclude an agreement in accordance with subsection
(b) of this section and provided that the Administrator finds that such
country is complying with those provisions of subsection (b) as he may
determine to be applicable. In order to assure that conditions of
hunger and cold will be alleviated and economic retrogression will be
avoided, the Administrator is further authorized through June 30,
1948, to provide for the transfer of stated essential subsistence items
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even though it has not been possible within that period to complete
the interim arrangements contemplated by this subsection.

Section 15 (d): The follow-up system contemplated in this sub-
section will supplement that prov1ded for the Administrator by the
special missions established under section 9 of the bill.

Section 16: This section is designed to make possible the use of
funds appropriated under authorlty of this bill to increase the produc-
tion in participating countries of materials required by the United
States as a result of deficiencies or potential deficiencies in its own
resources.

Section 17: This section authorizes the Administrator in certain
circumstances to terminate assistance to any partlclpatmg country.
In certain cases, viewed in the light of the nature or circumstance of a
violation, certain corrective or preventive action by the Adminis-
trator, or by other agencies of the Government may be more appro-
priate than termination of assistance. Accordingly, under this sec-
tion, the Administrator may provide for, or recommend to the Presi-
dent or to the appropriate agency of the Government, the taking of
such action.

Section 18: This provision is necessary in order to provide flexibil-
ity in connection with the procurement and shipment of commodities
and other similar operations under the bill. Among the laws con-
cerning which it can be expected that this authority will be exercised
by the President are:

1. R. S. 3648—Advances of Public Money; Prohibition Against.
This law generally prohibits advance payments out of public funds
for articles or services prior to receipt of such articles or services.

2. R. S. 3709—Advertising for Purchases and Contracts. This
law requires generally advertising for all Government purchases.

3. R.S. 3710—Opening of Bids. This law provides that all persons
bidding on Government contracts must be given an opportunity to
be present at the opening of bids.

4. 47 Stat. 1520—American Materials Required for Public Use.
This law, known as the Buy American Act, requires the purchase of
raw and finished material produced in the United States if they are
intended for United States public use.

The general authority for exemption from laws such as those referred
to above will also permit waiver in cases where a law specifically re-
quires a finding to be made by the heads of various departments before
operations may be carried on with regard thereto. Such requirements
could delay operations to an extent which would be harmful in an
urgent, program of this type. In order to assure that the power of
wailver will be employed only where essential, the bill provides that.
the President must specify which laws are to be waived.

Section 19: The purpose of this section 1s to make it possible for
persons to serve on the Public Advisory Board or on any [other]
advisory committee established under the authority of section 7 (b),
or as a consultant to assist the Administrator in carrying out this bill,
despite the participation of such a person in activities, as part of his
regular business operations, which would bring him within the prohi-
bition of certain existing Federal laws. Under existing legislation it
is unlawful, for example, for a person to act as iLttOI]leV or agent in
the prosccutlon of a claim against the Government while such person
is serving as an official or unployee of the Government. This type
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of legislation is necessary and proper in connection with ordinary
operations of the Government. However, it is extremely desirable
in connection with the European recovery program to permit the
employment of experienced lawyers and businessmen. Legislation
of the type waived by section 19 would unduly restrict the participa-
tion of such persons in the program. This was demonstrated during
the war when similar exemptions were permitted in order to enable
greater participation of businessmen in connection with wartime
programs. .

Section 20: This section deals with the utilization of the services
and facilities of the United Nations, its specialized agencies, and other
international organizations and provides for the procedures to be
followed in order to keep the United Nations informed of operations
under this bill.

Section 21 (a): This subsection provides that operations under the
bill are to be terminated on June 30, 1952, or prior thereto if the two
Houses of Congress shall pass a resolution declaring that such opera-
tions should be terminated. The operations to which this provision
applies are those set forth in section 11 (a), namely, the various
methods by which assistance may be rendered to the participating
countries. An exception to the terms of the provision will permit the
completion of commitments made by the Administrator prior to June
30, 1952. Hence, if the Administrator has authorized the procure-
ment of a commodity prior to June 30, 1952, but shipment or delivery
to the participating country has not been effected prior to that date,
these functions may be performed after that date to the extent
necessary to carry out such commitment. This subsection also per-
mits contracts to be made after June 30, 1952, to the extent necessary
to carry out these commitments. For example, the Administrator
may use funds appropriated under this bill for payment of freight on
commodities shipped during the 12-month period following June 30
1952, if such commodities are procured under a commitment entereci
into by the Administrator prior to that date. It is believed that, by
limiting the period during which these operations may be continued
to 12 months, this bill provides assurance that operations will be
completely terminated at the earliest date consistent with the effective
carrying out of the purposes of the bill. :

Section 21 (b): Under this subsection, the liquidating activities
under this program, at such time after June 30, 1952, as the President
may find appropriate, may be transferred to such departments,
agencies, or establishments of the Government as the President
finds appropriate.

Section 22: Section 22, by providing that the President must at least
once every calendar quarter until June 1952, and once every year
thereafter until all operations under this bill have been completed,
transmit to Congress a report of operations under this bill, assures that
the Congress will be kept currently informed of such operations.

Section 23: This section provides for the establishment of a joint
congressional committee. It is to be noted that the authorization in
section 23 (d) to appropriate funds for use by the joint commission is
separate from, and in addition to, the authorization to appropriate

funds in section 14. .
Section 24: This section contains the usual separability provision.
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