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AN ACT
To promote world peace and the general welfare, l1ational interest, and foreign

policy of the United States by providing aid to certain foreign countries.

Be it enacted by the Senate and Hou,se of Representatives of the
United States of A1ner'ica in Oongress 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 econOlnic retrogression.

SEC. 3. The President, acting through such existing departments,
agencies, or independent establishments of the Government as he shall
direct, Inay, 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 tern1S 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
petroleulll products, fertilizer, pesticides, and seed, delivered
in a re~ipient 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, di tributed, 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 comn10dities 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 n1ay be used to procure such incentive goods;

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

(c) transfer such con1modities to any recipient country;
(d) incur and defray e~Tpenses, including administrative

expenses and expenses for con1pe~sation and travel of personnel,
for carrying out the purposes of thIS Act.

SEC. 4. The President shall promulgate regulations controlling the
purchase or procurement of comn10dities under this Act designed to .
minimize (a) the drain upon the natural resources of the United
States and (b) the in1pact of such purchase or procurement upon the
domestic price level: Provided-
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(1) That procurement may be fr01n foreiQTI sources whenever
the cost delivered to the recipient country will be Ie s than the cost
delivered from the United States;

(2) That, except in the case of conl11loditie not produced in
coml11ercial quantities in the United tate, not more than 10 per
centum of the funds nlade available un leI' the authority of thi·
Act lllay be used to procure comnlodities abroad at delivered cost
higher than from the United States, its Territories and posses ions,
provided that the President shall find that such commodities are
in short supply or not readily available in the United State :
P7'ovided further, That no funds 111ade available under the
author'ty of thi Act shall be used by any procurenlent agency of
the United States Governl11ent for the purcha e within the United
States and its Territorie and po se sions, of allY comlll0dities
(other than conlnloclities procured by or in the po e ion of the
COlllll10dity Credit Corporation pursuant to Act of July 1, 1941,
55 Stat. 498, as amended) at price higher than the Inarket price
prevailing at the tilne of the purchase in the area wherein the
purchase is lllade;

(3) That the President hall, in nlaking a findina of hort
supply in the United States, consider (a) the drain upon natural
re ources and (b) the effect of the necessary procurenlent upon
domestic prices;

(4) That the procurement of petroleunl and petroleulll prod
ucts shall, to the Inaxinllun extent practicable, he Illade from
petrolelun sources outside of the United States and its Territories
and po' 'e sions; and wherever practicable uch petrolelun and
petrolelull products shall b deliv re I to the recipient country
by the 1110 t econ01nical route fr0111 the our of upply.

SEC. 5. B fore any C01l11110dities are made available to any recipient
country und I' 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 conntry-

(a) to make efficient use of any commodities made available
under the authority of thi t and to take in ofar a po ibl the
economic ITIe, ure nece ary to incr a, e it ability to achi ve a
elf-suo taining economy;

(b) to nlak , when any c01nmodity ,,,hich i not furni he 1 on
tenns of repaYIn nt in dollar i 11lade available und I' this Act,
a COITIIn n urate d(lposit in the currency of such country in a
special account under such o'eneral tenns and condition as may,
in said aar elnent, be aOTeed to between. uch country and the
Govenunent of th Unit d 'tates, and to hold or n e nch special
account for, and only fo1', .~uch purpose. a. nlay b agreed to
between su h onntry and the Governlnent of the United Stat ,
and nn 1 I' aareement by th govenllnent of th re eivina country
that any unenclunber cl balance ren1aining in such account on
June 30, 194 , will be lisposed of within su 'h ountry for such
purpo. e as Inay, . ubject to approval by Act or joint 1'<.). olution of
the ConOTess, b agreed between su h cOllntry and the Govern
ment of the Unit <.l States;

(c) to give full and continuou publicity by all available media
(including govenllnent pI' s and radio) within su h country,
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so as to inform the ultimate consumers, as to the purpose, source,
character, and amounts of c0111moclities 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 con11nodities made available with
funds provided under this Act;

(2) the total amount of money received by such country
fron1 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 n1ade 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
comn10dities 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
pern1it 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 agre81nents 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;

(i) to permit representatives of the Government of the United
States, including such con1mittees 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 ob -erve and report on the distribution and util
ization of the commodities made available under this Act and the
special account provided for in ubsection (b) of this section.

SEC. 6. The President shall promptly tenninate the provision of
aid under this Act for any country (a) whenever he determines that
such country is not adhering to the tenns of its agre81nent entered into
in accordance with section 5 of this Act; or (b) whenever he finds, by
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~eason of changed conditions, that the provision of aid under this Act
IS no longer necessary or desirable; or (c) whenever he finds that be
cause of changed conditions aid under this Act is no longer consistent
with the national interests of the United States.

SEC. 7. All cOll1modities made available under the authority of this
Act or the containers of such cOlnmoditie shall, to the extent prac
ticable, be marked, stamped, branded, or labeled in a conspicuous place
as legibly, indelibly, and pennanently as the nature of such commodi
ties or containers will permit, in such n1anner 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 cOlnlnodities
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
Inay be able to furnish.

SEC. 10. The President may, from time to time, promu gate such
rules and regulations as he may find nece ary 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 proclalnations,
orders, rules, or regulations in any way controlling production or
prices or allocating deliveries of any commodity within the United
States. He may delegate 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 achnini tering
in the recipient countries the program of assistance provided for in
this Act shall be vested in the field administrator of the United tates
foreign relief program appointed pursuant to section 4 of the joint
resolution of ~1ay 31, 1947 (Public Law 84, Eightieth Congress).
The provisions of subsections (i) and (j) of section 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 Hi<rh Commi sioner
and the other occupying authorities or the AlL trian 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 erve under this Act as a United States representative,
ob erver, or adviser· until snch person has been investigated as to
loyalty and security by the Federal Burean of Investigation. The
field adlninistrator n1ay, when he finds it essential to the pnrpo es
of this Act, uti.lize for observation the service of a limited nunlber
of other persons, who shall be investigated and approved by the field
admini trator.

SEC. 11. (a) There is hereby authorize 1 to be appropriated not to
exceed $597,000,000, ont of any mon y in the Treasury not otherwise
appropriate 1, to carry out the provisions and accOlnplish the purposes
of this Act. This Act, however, shall not imply any present or future
obligation to give aid to any foreign country, nor shall it imply or
guarantee the availability of any specific 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 fron1 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 comn10dities which will
probably be made available to such countries fron1 the United
States; and

(3) estimate the total amount of such commodities available
for export fr01u 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 fr0111 the
United States the President shall allo,,, 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
estiluated 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 J\1arch 1, 1948,
justify an increase in the amount available for export to recipient
countries with full protection for domestic needs.

(c) 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 establi hment 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 i authorized and directed, until such
time as an appropriation shall be n1ade 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 uch 111anner 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 n1ade by it u~der the
authority contained herein. No interest shall be charaed on advances
made by the Trea ury to the Reconstruction Finance Corporation in
implementation of this ubsection.

(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 d0111e tic require111ents, be utilized in providing
aid under this Act or any other Act providing for a i tance and relief
to foreign countries, and shall be dispo ed of by such agency for uch
purpose at such price as may be determined by uch aO'ency, which
price Inay be the equivalent of the donle tic 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 a1110unt of
losses incuITed by it as the result of the dispo ition of c0111modities
hereunder and the Secretary of the Treasury is authorized and
directed to cancel notes of such agency held by hinl in an al110unt equal
to the alnount of such 10 ses.

SEC. 12. Personnel enlployed to carry out the purpo es of thi ct
shall not be included in C0111puting limitations on personnel establi hed
pursuant to the Federal Enlployees Pay Act of 1945 (59 Stat. 298),
as amended by section 14 of the Federal Enlployees Pay Act of 1946
(60 StaL 219).

SEC. 13. The President, from tinle to tinle, but not Ie s frequently
than once every calendar quarter, and until the end of the quarterly
period after all operations under the authority of this ... ct have been
completed, hall tran nlit to the Congress a report of operations under
this Act. All infonnation received pursuant to undertakings provided
for by section 5 (d) of this Act shall, as soo~ as may be practicable after
the receipt thereof, be reported to the dongress. Reports provided for
under this section shall be trans111itted to the Secretary of the Senate or
the Clerk of the Hou e of Representatives, if the Senate or the Hon e
of Repre entatives, a the case Il1ay be, i not in se ion.

SEC. 14. The functions, applicable records, and fun 1 provided for
the purposes of car1'yina out thi Act shall be tran ferred to the achnin
istration of any organization for general foreign aid which Congl' ..
may provide. To the extent that any funds lnay be nlade available •
under provisions of any other Act "heretofore or hereafter passed
relating to China, any funds re erved under thi Act for China may
be used for aid to the other count1'i s nanled in section 2 of this Act.

SEC. 15. After March 31, 194 , no fund nlay be obligated for the
procu1'enlent of comIl1odities provided for un 1 1'thi Act.

SEC. 16. (a) Clan e (1) in the provi 0 in the fir t paragraph of the
first section of the joint resolution of ~fay 31, 1947 (Public Law 84,
Eightieth Congress) , is amended to read as follows: "(1) to constitute
more than 57 per centum of the aggregate anl0unt contributed to said
fund by all governIn nts, including the United States ;".

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

SEC. 17. If any pI' vi ion of this Act or the application of such
provision to any cir um tance shall be held invalid, th validity of
the remaind I' of th ct and the appllcability of uch provision to
other cirCUl11 tance hall not be affected th reby.

SEC. 1~. othina in this ct shall be construed to Il1ak inapplicable,
in the ca e of C0111nl0 liti s I 1'0 lured under Ow authority of this Act,
the authority to prohibit 01' curtail ~r} l't granted by. ction 6 of
the Act of July 2, 1940 (Publi Law 703, v nt - i...rthCongress),as
now in force or as here, fter ~unen led.

Approved December 17 I 1 47.

[PUB. LA.W 389.J 6
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[To accompany S. 2202J

EUROPEAN RECOVERY PROGRAM

REPORT
No. 935

Calendar No. 978
{SENATE80TH CONGRESS }

~d Session
, c

The Committee on Foreign Relations, having had under considera
tion a bill (S. 2202) to promote the general welfare, national interes~,
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.

REPORT

Mr. VANDENBERG, from the Committee on Foreign Relations, sub.
mitted the following

FEBRUARY 27 (legislative day, FEBRUARY 2), 1948.-0rdered to be printed
with an illustration

MAIN PURPOSE OF THE BILL

This bill provides for the participation of the United States in a
~uropean 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
Finance 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 Cooperation 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
ti~gent upon the c.on~inu?us cooperation of the participating coun
trIes. Except for lIquIdatIon purposes the program will terminate OD
June 30, 1952.
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1. EVE TS LEADING UP TO THE PRESE T SITUATION

PART 1. BACKGROUND DEVELOPMEXTS

INTRODUCTIO

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 nited ations,
as well as generous assistance to foreign countries in need of aid. The
decision which must now be made is whether we hall continue the
effort to achieve our goal: The establishment of a stable world with
free political institutions and the rule of law. Ev nts of the next few
years may wIld cide the issue. World stability and European
stability are inseparable; free institutions and o-enuine independence
cannot perish in Europe and be secure in tlle re t of the world. We
must therefore shape our course upon the ha i o~ our cleternlination
whether the countries of Europe can pre I've their lib rties and
independence if they do not ach ieve econonlic recovery.

The committee is convinced they cannot. In the light of this con
viction, it has given earne t consideration to the form and scope of a
program of Ameri an a si tanre ba ed upon and flowing from a
European recovery program of self-help and mutunl aid.

Sixteen European countries have come forward with such a prosram,
designed to achieve genuine recovery within appro::-..ilnntely 4 years.

This report analyzes in som detail the on ·Iu. 'on of the ommittee,
based upon its study, and offers the recommendation of the com
mittee with respect to the Economic Cooperation Act of 1948.

EUROPEAN RECOVERY PROGRAM2

During the summer of 1947, when UNRRA e'X:pired, Europe had
not achieved a condition of economic and political taLility. ot
only did the e_~treme cold of last winter curtail Europ 'n,n rops, but
they were even mol' sever ly affected by the severe drought of the
summer just pas d. foreover, the international monetary system
was thrown out of balance by the rapidly ri ing co t of imports and
the su pen ion of the convertibility of the pound tcrling. These
developments made it particularly difficult for the countries of Europe
to secure need d supplies.

In order to alleviate imm diate suff ring and to pave the 'v y for
later long-range action, on ov mber 17, 1947, Pre iclent Truman
called Congr. s into special se ion to deal with "the rise in
prices * * * (and) * * * the crisi in w stern Europe."
Congres met his reque t in December and provi It,d fund for interim
aid to France, Italy and Austria until April 1, 194 , when it was
expected that the long-range program would b i 1 operation.

The pres I t legi lation was anticipated by two addr ss s, on by
Under Se r tary of Stat D an Ache on, on ... lay 8, 1947, th s cond
by retaryof tate Georg C. Mar hall, on Jun 5, 1947, in \ hich
both indicated that the United tatos stood ready to con idol' how
far sh mig-ht b abl to h Ip Europe help h r If on the road to re
covery. On J ul 11, 1947, 16 we tern Eur I an nation. on their
0\ n initiativ. 1'0 pond d to th suo-gestion, and III t in Paris to prepare
~ rep?r~ tting forth their n ed and tl~('ir willingne. to cooperate
1n a JOInt recov ry program. le'l1l\vllll, nitod tates agencies,
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2. THE COMMITTEE HEARINGS

Members of Congress traveling abroad, and special committees ap
point.ed 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 IS-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.

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. larshall accompanied by Ambassador Lewis
'V. 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
r lated matters. On January 13 ecretary of Agriculture Clinton P.
Anderson described the food and agricultural parts of the recommended
program and pointed out what th y 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 nationf'l 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.
ForI' stal 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 o~g~nizations, spokesmen
of business, labor, agricultural, veterans, relIgIOus, educational, and
service groups. Included also were ~any outstanding individuals
who appeared in their capacity as pnvate citizens, such as John
Foster Dulles, Bernard Baruch, and Robert M. La Follette.

3EUROPEAN RECOVERY PROGRAM
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3. WHY EUROPE IS IN NEED AT THIS TIME

Economic nationalism, political tenslons and uncertainty, war de
vastation, the prolonged interruption of international trade, the loss
of foreign income and dollar funds, internal financial di equilibrium,
shortage of supplies from southeast Asia, tIlt' wartime movement of
peoples to certain areas of western Europ , and a lO-per nt increase
of population have all contributed to economic br ak-down in Europe.
Germany, a focal point in the Europ an eeon my, is paralyzed.
Inflation is rampant. Subversive elements ar hampering recovery
and engineering social chaos.

Fullowing the 00nclusion 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 discuseion
the draft proposal submitted by the Department of Stv~te. 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 experionce
with foreign-aid matters prior to 1948, such as discussion~ relating
to UNRRA, interim aid, etc.

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.

Th 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.

EUROPEAN R~COVERY PROGRA~14
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4. EUROPEAN PROGRESS TOWARD RECOVERY

72148-48-2

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 nlaintain
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 v:ery purpose of retarding recovery and
prolonging economic difficultIes by a party which thrives on distress.

5EUROPEAN RECOVERY PROGRAM

Apart from this, Europe is suffering from invisible devastation-the
loss of soii 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 European 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 \vorking 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.

The residents 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.
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6. EUROPEAN RECOVERY TARGET

The committee appreciates that goal find tarO'ets, which seem
optimistic to many American xpert, ar not tlH' Sfillle as achieve
ments; but it is worth while to record what th CEEC countries and.

However, for 1947 as a whole, national income in the participating
countries as a group had reached 91 percent of the 1938 level. O\ving
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
slightly 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 is 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 incr ased its bread-grain
acreage goal for 1948 from 84 percent to 95 p rcent of prewar and is
also expanding production in French orth 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 fertiliz r in order to raise output
while economizing on labor.

Although progress toward recovery has slowed down, the momentum
has not been lost. Despite real difficultie ,th efforts of the p oples
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 produ tion program appear to be at
tainable if the will to cooperate and to produce is vigorous.

EUROPEAN RECOVERY PROGRAM6
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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:

(l) 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 pro:.sram 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 peri~d the contri?utio~ to
this world problem which Europe can make by Its own exertions IS of
prime import<...nce, the report concludes:

But as the 4-year period dev~lops, th~ :vorld considerations rather than those
of European production itself will be decIsIve.

EUROPEAN RECOVERY PROGRAM 7
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7. UNITED STATES ASSISTANCE TO EUROPE SINCE THE WAR

Since the end of the Second World War, the United States has
extended assistance to Europr 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.

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 C0nference recom
mended the adoption of a proposal for setting off debits against
credits in inter-European payments as a means of stimulating
intra-European trade. The operation of a multilateral clearing
arrangement ,vas entrusted to the Bank for International Settle
ment. On January 19, 1048, the first inter-European clearing
under the new system was announced.

2. The Study Committee of Customs Unions, establi-'he I at
the CEEC conference, is examining the possibility of establishing
a common customs union among all the countri"'"' represented
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 generftl European custom,
union, there are several projects of more limite·l scope: (a) Den
mark, Iceland, Norway, and Sweden; (b) France and Italy; (c)
Greece and Turkey. The Benelux customs Ulli 11 e.Lltered 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
\~ourageous actions taken by France and Italy in recent months.

5. A conference on manpower met in ROine and developed
measures to utilize more effectively surplus nlanpower in such
countries as Italy, to facilitate the mOVClnent of labor across
internation~l boundaries, and to improve occupat.ional quali£
cations and training.

6. Five of the sixteen countries, not yet being members of tho
United Nations, are not melllbers of the Econornic Commission
for Europe, but they have been invited to the con mittees of the
Commission. It is planned to reestablish the prewar system for
exchunging freight cars and to facilitate highwuy truck truffic.

In spite of these gains, it seems clear to the comlllittee that the
western European np.,tions require an organization with wider powers
and greater responsibilities than the Paris Conference. Such an 01'

gani7,ntion might well have the responsibHity for screening rerluire
menLs and integrating production and investlnent progran s and should
be in a position to mrke positive proposals to its mmnber governments
for raising the productive efficiency of the western European economy.
The vast potenLi< litirs of the dependent territories should be lllobilized
behind any prograln of European aid.

EUROPEAN RECOVERY Ph0G~A~1
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Oredits and loans.-Interest-bearing credits and loans include (1) the
loan to the United Kingdom of $3,750,000,000, authorized.by Congress
in July 1946; (2) two Export-Import Bank reconstructIon loa~s to
France, one of $550,000,000 in September 1945, the second of $050,
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 reli~f.-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-TJ-lrkish 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. Afu;the;
$767,000,000 allocable to German relief, and $481,000,000 not allocable
to specific countries in Europe but intended almost entirely for the
Paris Conference couptri~s, 'yere. authorized, making a total of
$3,191,000,000, to whICh Intenm 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.' ,
. ~h~se figures do not take in~o ~ccount r~mittances from private
IndIVIduals and voluntary agencIes In the Umted States which in the
year 1946 ran slightly more than half a billion dollars a' sum which it
is 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 Ju~e 30, 1947,
is as follows:

EUROPEAN RECOVERY PROGRAM 9
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TABLE A.-V. S. Government loans, property credits, and grants-Amo'unt available, utilized, and unutilized, as oj June 30, If)//'l, by type ,......
and country 0

[Millions of dollars]

Amount available, July 1, 1945
June 30, 1947

Amount utilized, July 1, 1945
June 30, 1947

Loans and IGrants and
prope.rty other relief
credits

Total

Unutilized balance, June 30, 1947

Loans and IGrants and
prope.rty other relief
credits

Total
Loans and IGrants and
prope.rty other relief
credits

Total

Country

Total -----
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TABLE B.-United States Government loans and property credits-Amount available, utilized, and unutilized, as of June 30,1947,
by type and country

[Millions of dollars]

E\port- Export- Export-
111 1pl)rt Property Import Property Import

Total I BallK Total Bnnk Total Bank I Prop~rty
and othcr credits and other credits and other rredlts

loa IlS loans loans

~

~

t';j
q
~
o
~
t?=J
>
Z

~
co
<j
t?=J
~
~

~
~oo
~

>
~

44
28
8

22

445

267

120

9

41
6

245
38

958

855

1

1,374

41
6

289
66
8

22

974

9

19~ I 12~ I :~

1,819

1,225

------------ ------------ ------------
15 5 10

209 202 7
67 20 46

108 106 2
27 8 19
70 50 20
34 28 6

435 435 _

35
103

7
3
6

127
70
7

-12
]49
60

337 87 250 209 62 147

30 22 8 42 ------------ 42
71 58 13 35 23 13
10 ------------ 10 27 7 20
30 7 23 60 33 27

196 ------------ 196 45 ------------ 45

-12
184
163

7
3

76
134

1 ------------ 1
149 100 49

15 15 ------------
1,698 998 700

55 5 50
223 24 199
256 197 59

10 ------------ 10
6 ------------ 6

4,000 3.3.50 650

Amount uti1i7ed, July 1, 1945-June I Unutilized balanre, June 30,1947
:-\0,1047

10
49
10

707
96

202
78
30
13

l1.10

:j97

.50
26
30
."10

242

79
131
Hi
25
o

206

=- 2. 70~1=7,309 I 5,052 I 2, 258

! 2, ?4~ I 6,752 I 4, 776 I 1,976

I 1,84fi I ~414 I 4,689 1,725

Amount a'-f1ilnhlr, Jllly 1,1945
.T Ullr ;)0, 1947

9,128 I 0, 42fi

==7~H771 5. n!

---------------------1 7,388 5,544

11 1
149 ]('0
~O ~O

1,9n7 I, 200
1~1 :.?,"I
:m 130
~83 205

HO 50
41 28

4,4:l5 I 3,78,1
-~----

-------------------1 .546 149

73 n
100 81
37 7
90 40

-----------------, 242 ------------
:

41 41
-0 -0
473 394
229 98
15 ------------
25 -----------
7n 70

332 128
() 6

Oountry

Total _

~urope------------------------------------------------- _

Paris Conference countries _

Austria - - I
Belgium and Luxcmburg - - - - - ---- - -- -- -- -- ---- ------ --- --

~f~ari::~:~:~~:~~~~::~~~~::~~:~:--::~~~~:~:::~~:~:~:~~~~
Netherlands----------------- _ - --------------------

~~~~;r:-=================================================1Jnited lCLngdoIn__________________ - ------------------------------------------

Countries not at Paris Conference _

C~echoslovakia- - - - - __ - - - - - - - - I

Fmland-- - - - -- --- ------ ---

{;~~~iryit~::::::::::::::::::::~::~:~~~:~~:::::::::::::::::
Europe, unallocable-------------- - I

~}![i~~~it=i~~~i~:~:-~:~:-~~<~~~~:~:~W~~~~~:::~-~--:-
~ni~R~~~~~~u~;trics------------------------=-======================
1Jnallocable ~===============================================



G
eorge C

. M
a
rsh

a
ll F

ou
n

d
a
tion

, L
exin

gton
, V

irgin
ia

TABLE C.-V. S. Government grants under other reluf-Amount available, utilized, and unutilized, as of June 30, 1947, by type and country

[Millions of dollars]

......
~

trJ
q
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.."
trJ
>
Z
~
trJ
(1
o
~
~
.."
~o
o
~

>-
~

1,046

471

400

Other

530

230

230 , _

332

332

129

U~RRA Occu-
and pation
post- pro-

U~RRA gram

529

230 , _

Unutilized balance, as of June
30,1947

1,908

1,m3

Total

319

99

35

Other

420

1,151

420

Lend
lease

285

1,484

089

--1----------1--------1--------6 1 _

----524-,I~~~~===~II-----4R-

~~~~~~~~ ~~~===== ~
--- ---- --------

2,310

1,641

G73

U~RRA Occu-
and pation

post- pro-
UNRRA gram

_______:~ ~~~_ ------5- Ii I :~~J :~~_I======== ~~334 644 121 _
__________ 391 200 200 _

1 44 100 100 _
10 28 80 575 575
1 31 2 _

324 79 2 _

5,266

3,150

1,414

1,529

174
537
349
101:1
301

207
22

1,099
391
45

118
35

405

Total

Amount utilized, July 1, 1945-June 30,1947

1,365

570

43G

Other

420

1, 151

420

Lend
lease

2,014

1,219

285

771 61

________ 6
754 _

________ ,________ ~5

________ 2
________ 8

02

9G9

168
13

304
11111
203

2,G42

1,973

U~RRA Occu-
and pation

post- pro-
UNRRA gram

104 79 139 59 79 45 45 _
1 60 61 1 60 _
3 16 2 21 3 16 2 _

321 303 274 271 3 350 50 300
359 206 30 561 325 20G 30 34 34 _

1 19 20 1 19 _
1 1 1 _
1 1 1 _
2 2 2 _

__________ 100 100 100
9 325 334 0 , 325 .

227 IRO 74
__________ 5 17

334 644 121
__________ 591 _

1 144 .
10 28 655
1 31 2 _

324 79 2

Amount available, July 1, 1945-June
30,1947

7,174

4, 183

1, 943

184
61
21

624
595

20
1
1
2

100
334

1, 759

174
7(i7
349
IG8
301

431
22

1,009
591
145
6Q3
35

405

Total

Country

TotaJ _

1=lCurope _

1=
Paris Conference countries _

1-Austria _
Belgium and Luxemburg _
France _
Greece _
Italy _
~etberlands _

~or\Vay-------------------------------------
S~eden _
Switzerland _

Turkey--------------------------------------United Kingdom _

1==1 I I I I I I I I I I I I
Countries not at Paris Conference _

1-
Czecboslovakia _
GE'rmany _
Poland _
U. S. R. R _
l{u~oslavia---------------------------------

1=
Europe unallocable _

Latin-American countries _
Cbina _
JapaIL _
J(orea _
Pbilippines _
All other countrIes _
Unallocable _
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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

13EUROPEAN RECOVERY PROGRAM

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 open 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 II. THE ADM:INISTRATION OF THE PROGRAM
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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 th appointment of
a single administrator might result in the conc ntration 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

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 migbt, as a result, impair the execution of
its policy functions. Under the circumstances a new and separate
ageney seemed to be a wise alternative.

It is also apparent that the form of the new agency must be such as
to insure sufficient fiexibility 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 is 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, it 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. Con iderable 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.

EUROPEAN RECOVERY PROGRAM14
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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 manner without
impinging upon or impairing the authority of the Secretary of State
in the conduct of foreign relations. Obviously the Secretary of State
is 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 demonstrateJ tha:t it is ~possible to dr~w a
clean line between operations and foreign pohcy. 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 foreig-n relations.

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.

15EUROPEAN RECOVERY PROGRAM
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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 European requirements, the
availability of commodities, procurement, and otber related matters,
the Administrator will lean heavily upon the Departments of Agri
cultu~e, Treasury, Commerce, Interior, Army, Labor, and other
agenCIes.

To insure the necessary ~ooperationwithout 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 difficulti s 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

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. It 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.

EUROPEAN RECOVERY PROGRAM16
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Administrator in consultation with the ational 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
claim nt for a particular area, might tend to give undue emphasis to
the n eds of his own program. In the event agreement cannot be
reached with respect to scarce materials, the matter would, of course,
ha,ve 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 higWy 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 t~e
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
OUf foreign policy. Differences of vie~ ~hich cannot be reconciled in
the field will be I' ferred 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.

EUROPEAN RECOVERY PROGRAM 17
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15. THE PUBLIC ADVISORY BOARD

Because of the broad range of probl ms involved in the recov ry
program, the committee believed it highly desirable to create a public
advisory board to advise with the Administrator with re p ct to basic
policy matters. Two direct benefits will flow from such an arrange
m nt. In the first place, an advisory board mad up of minent iti
zens with vari d exp riences and repres nting various int rests, will be
able to contribute many valuable sugg stions and critici ms for the
use of th Administrator. H will undoubtedly wi h to lean h avily
upon their counsel. In th s cond pIa ,if th dn1ini trator works
closely with an advisory body consi ting of l' pre entati es of labor,
bu iness, agricultur , and other int l' t d group ,public confid nc in
the nterpri will b greatl augmented.

As pro id d in th bill th Publi dvi or oun il will b bi-
partisan and will consist of not mol' than 12 In mber appoint d by
the Presid nt and confirm d by th nat. As the name indicates
it is to function in an advisory capacity only. The act provid s that

This report has already emphasized the fact that the success of the
recovery program will depend in large mea ure upon the effective
cooperation of the participating countries. uch 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 as igned 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 pre ent time. In general,
however, the committee agreed that he might perform extremely
valuable services in coordinating the activities of the chiefs of the
special missions in the participating 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 diplomatic 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 succe s 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.

EUROPEAN RECOVERY PROGRAM
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16. THE JOINT CONGRESSIONAL COMMITTEE

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.

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 comnlittees 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 playa very help
ful role both in keeping the Congress informed and in advancing
healthy criticisms and l:elpful suggestions. f?r 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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17. HOW THE REQUIREMENTS WERE SCREE ED

PART III. REQUIREMENTS OF THE PROGRAM AND AVAILABILITIES

OF COMMODITIES

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, timates and
justifies the amount of requirements needed to achieve the obj ectives
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 co'Untries. The commodities
and services selected for this detailed scrutiny were generally those
which the CEEC regarded as the basic s entials for recovery and also
those which involved difficult supply problem.

In these selected areas, the executive branch first xaminrd the
data presented in the CEEC reports to d t rmine that, apart from
supply considerations, the program was not based on unwarrant d
assumptions regarding levels of consumption or rat s of new invest
m nt activity. Judgments based on exp rt knowledge and xp rience
w re required in each step of this proc s. Th criteria adopted for
this stage of the scre ning proc ss, however, are a ily explain d.
A requirem nt figure was regarded as unju tifi d until it could be
demonstrated that the country concern d n d d a conlmodity for its
economic recovery or that it could not eli p 11 e \'Tith that ommoelity
on any reasonable and practical standard of on umption consi. t nt
with the obj ctive of European economic l' cov ry. For xampl , on
this basis the stated n e 1 for c rtain t pc of heavy aOTicultural
machinery were di rrgarded beau it is b Ii v d that Europ an
farms are not large enough to permit th m to be utilizl:d ffectively
in promoting economic recov ry.
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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 11 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 com?1odities 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.

72148-48-4

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 esta,blished 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.
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1 Includes imports of oil and petroleum products by participating countries from the United States and
from American companies operating in the Caribbean, ~iddle ~ast, 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. I, 1948, through June 30, 1949.

Estimated quantities of selected imports of the participating countrietf from the
United States and other Western Hemisphere countries Apr. 1, 1948, to June 3D,
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 n ed of particular commodities, the size of the import
requirements remaining aft r supplies from indigenous production
are inCleased 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 requirem nts.

The reductions and substitutions made by the executive branch
in the CEEC estimates are illustrated by the following tables:

Total

From
other

Western
Hemi
sphere

9, 165 17,360
4,055 5,260

388 570
1,468 1,7H
2,408 2,588
1,~1 1,431

122 309
71 633
95 155
3 156

261 619
275 275
65 65
42 298

296 987
132 214
22 158

---------- 43,250
---------- 82
---------- 29,274

6,599 8,909
1,475 1,475

431 1,366
---------- 2,069

11 78
---------- 20
---------- 48
---------- 17
---------- 95

From
United
States

Unit
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Commodity
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Bread grains______ Thousands of metric tons__ _____ 8,195
Coarse grains do_____ ________ ___ _ 1, 205
Fats and oils do___________________________ 1 2
Oilcake and meaL do___________________________ 246
Sugar do___________________________ 180
~eat do___________________________ 30
Pulses do___________________________ 187
Dairy products do___________________________ 562
~ggs do___________________________ 60
Dried fruits do_____ 153
Fresh fruits -- do_____ __ __ _ _____ 358
Coffee do _
Cocoa do _
Tobacco do___________________________ 256
Cotton do___________________________ 691
Nitrogen fertilizer do_ _____ _____ 2
Agricultural machinery ~illions of dollars_______________ 136
CoaL ______________ Thousands of metric tons_ ______ 43,250
Coal-mining machinery ~illions of dollars_______________ 82
Petroleum 1__ Thousands of metric tons_ ______ 29,2U
Timber Thousands of cu ic feet board

measure______ 2,310
Iron ore Thousands of mc".c tons _
Crude and semifinished steeL do_____________ 935
Finished steeL do___________________________ 2,069
Trucks_ ____ Thousands of units______________ 67
Freight cars do_____ __________ _ 20
Steel equipment. ~illions of dollars_______________ 48
Timber equipment. do -- 17
~lectrical equipment. do_____ __ 95
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Comparison of selected food and agricultural import requirements for 1948-4-9 1 as
estimated by CEEC and by the executive branch (dependent overseas territories are
not included)

Comparison of certain selected 'l:mport requirements from the United States for com
parable If-month periods as estimated by CEEC and by the executive branch (de
pendent oversea territories are not included)

I 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 re'covery
program was assumed by CEEC to relate to the crop year 1947-48. Ftequirements are larger in 1947-48 than
in 1948-49 and following years. The CEEC assumed that full satisfaction of its 1947-48 requirements would
result in much lower requirements in 1948-49 and later years. However, CEEC requirements for 1947-48
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 1948-49 CEEC requirements are lower than those for 1947-48, the extent to which the
executive branch estimates of requirements differ from those of the CEEC is understated.

100
82

133
61
00

79
61
83
62

100
74
89

144
60

108
40

103
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Executive
branch

estimate
as percent
of CEEO
estimate

14,270
5, 700
2,464
2, 750
3,056
1,933

249
346
209
493
140
435
530

2,81
276
32

1 °160

Executive
branchCEEC

Estimated total import
requirements

Unit
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Commodity

Bread grains Thousand metric tons___ 17,988
Coarse grains do___________________ 9,349
Fats and oils do___________________ 2,968
Oilcake and meaL do___________________ .,417
Sugar do___________________ 3,053
Meat (including horse meat) do___________________ 2,603
Cheese do___________________ 279
Processed milk - - _do__ __ _ 240
Eggs do___________________ 346
Dried fruit and nuts do___________________ .55
Ftice do___________________ 352
Coffee (green) - do____ _ _ ~2

Pulses do _
Fresh fruits do______ 2,811
Cocoa do___________________ 338
Tobacco do___________________ 247
Nitrogen fertilizer do__ ______ 297
Agricultural machinery Million dollars__________ 266

Import requirements
Executivefrom United States

branch
Commodity Unit estimate

I CEEC, Executive as percent
calendar branch, of CEEO
year 1948 fiscal year estimate

1949

Petroleum (from dollar sources)I __________ Thousand metric tons ___ 23, 766 19,542 82Timber__________________________________ Million board feeL ______ 789 7 9 100
Crude and semifinished steeL ___________ Thousand metric tons ___ 2,040 748 37
Pig iron_________________________________ _____ do ___________________ 182 35 19
Scrap (or pig-iron equivalent) ____________ _____ do ___________________ 1,399 ------------ °Finished steel, other than sheets and tin

_____do ___________________
449 1,150 256

plate. 2
Timber equipment 3_____________________ Million dollars __________ 10.1 9.8 97
Electrical equipmenL____________________ _____ do ___________________ 150 95 63
Freight cars______________________________ Thousand units_________ 47 20 .3
Steel plant and equipment. ______________ Million dollars __________ 100 48 48

I Total imports from dollar sources, largely outside the continental United States.
2 Executive branch estimates of finished-steel requirements of the participating countries from the United

State' take acc0UDt of the anticipated deficits in pig iron, crude and semifinished steel, and scrap require
ments of the participating cc>untries. To the extent that availahilities in the United tates permit, the
executi,e branch has estimated tbat fini bed steel mig.bt offset in part the deficits in pig iron, scrap, and
crude and semifinished steel. Taking these selected Iron and steel products on a ton-fnr-ton basis, the
executive branch estimated that 4 p('rcent of CEEC requirements of 4,070,000,000 metric toas of ir0n and
steel might he met.

a To al timber cquipment requirements in 19t , as estimat.ed by the CEEC, are 16.4 million dollars, of
which 6.3 million dollars were for dependent areas of the Umted Kingdom and France. In order to raise
productivity in the timber-pro1lucing colonial areas, the exe.cutive brancb estimated that 7.1 million dollars
of timber equipment might be made available from the Umted States to these dependent areas in tbe fiscal
year 1948-49.
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119.1
28.8
1.4
2.0
8.8

78.0
60.0
39.0
16.6
4.0

794.9

9. 1

21. 7

21. 8

6.0
40 .0

17.0

85.9
57.4

.2

.~
5.0

3,025.3

226. 7
86.2
1.6
2.0
8.

116.
60.0
4 . 1
17.0
95.0

4, 228. 2

11, 12. 7 4,3 Ii. 3 1,15 .3 6,2G9.1
27.0 :.!;J5.5 ------------ 591. 5

319.4 319.4 ------------ ------------

12,959.1 4,940.2 1,15 .3 6,860.6

Possible sources and distribution of
financing

1rotal ourCt'simports other than UnitedOwn re- United Statessources States funds
funds

1,600.3 138.8 336. 7 1,124.8
552.3 6 .6 66.6 417.1
378.4 29.2 76.2 273.0
190. 7 17.4 33.3 140.0
295.8 35. 1 33.4 227.3
393.1 14.5 33.3 345.3
275.2 ------------ ------------ 275.2
85.3 6. 7 ------------ 78.6
34.3 2.8 ---- ... ------- 31. 5
47.8 3. 1 ... ----------- 44. 7

156.6 34. 1 38.3 84. 2
168.0 23. 5 -- ... --------- 144.5

[In millions of dollarsl

EUROPEAN RECOVERY PROGRAM

European Recovery Program Comm~'ttee-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)
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Subtotal_________________________________________ 4,177.8 373.8 017.8 3,1 6.2
1robacco________________________________________________ 293.4 57.3 236.1
Cotton_________________________________________________ 790.0 214.4 ~l 533.5
~itrogen----------------------------------------------_ 42.8 5.2 37.6Phosphates .. 3.1 .5 2.6
Potash _
Agricultural machinery --------____________________ 158.7 12.6 12. 9 133.2
Coal___________________________________________________ 39.3 13.5 375.8
~ining machinery_____________________________________ 81.9 1.0 2.9 7 .0
Petroleum products____________________________________ 651. 9 330.1 321. 8
1rimber________________________________________________ 333.4 185 7 16.0 131.7
Iron and steel:Finished _

Crude and semifinished _
Pig rron _
Scrap iron _
Iron ore _

1rrucks _
Freight cars _
Steel quipment _
1rimber equipment- _
Electrical equipment _
Other imports _

Import

Total commodity imports _
~et freight-. _
Other dollar p~yments _

1----1-----1-----1----1rotal _

The program as recommended by the executive branch and accepted
by the committee is ba ed 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.

lBreadgrains _
(Joarse grains _
Fats and oils _
Oilcake _

4Sugar--------------------------------------------------
~eat _
Darry products _

Eggs--------------------------------------------------_Dried fruit _
Itice _
Coffee _
Otherfoods _
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7,2'12

200

200

7,642

822

6,820

6,80()

EUROPEAN RECOVERY PROGRAM

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 $1,940,000,000
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 "'estern Hemisphere with new United States Millions

funds (at July 1, 1947, prices), column 4 of recapitulation $6,860
Adj ustm ent :

Add adju tment for price increa es 1 $/182
D d ' h" 2 100e uct sanngs on s Ippmg _

382

Adjusted cost of commodities and shipping flervices to be purchased in
"'{estern Hemisphere with new United States funds . _

Authority to obligate funds for procurement of items to be delivered in
subsequent years - - - - - - - ... - - - - _.. - - _

Uncovered deficit of bizonal Germany with nonparticipating countries
outside the We tern Hemisphere _

---
Total being reque. ted for European recovery program and by

Department of Army for Germany (GARIOAL _
Deduct appropriations being reque. ted by Department of Army for pre-

vention of disea e and unrest in Germany (GAR 10 A) -- _

Total requirement for first 15 months, European recovery pr?graI?-
Authorization reque. 'teo for European recovery program (precedmg lme

in rounded amountL ------------ .. -------------------------_
1This figure is equivalent to, the a~~ustment for higher prices of $565,000,000. .
J These are possible savings lf addltlOnal temporary transfers of bulk-cargo carners are made.
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1 Including net dollar payments for freight and other invisibles.
, Including drawings of $72,000,000 by Portugal on its gold and foreign-exchange resources.
3 1'his column includes funds bein!! requested by the Dcpartmrnt of the Army for prevrntion of dis ase

and unrest in (}ermany. A reconciliation with the $6.800,000,000 being requested for the European re
covery program is made elsewhere.

'TABLE I.-Recapitulation of tables showing illustrative composition. of imports
of commodities and services from Western Hemisphere and posstble sources
and distribution of financing, Apr. 1, 194-8, to June 30, 194-9

[At July 1,1947, pricesj

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:

New
United
States
funds 3

Sources
other than

new United
States
funds

Possible sources of financing

Dollar
earnings 2

Mils. of Mils. of Mils. of
dols. dols. dols.

233 39 12 182
853 334 196 323
237 45 28 164

1,931 369 128 1,434
262 67 9 186

23 10 ------------ 13
192 40 ------------ 152

1, 160 183 108 869
1, 136 271 160 705

253 163 56 34
144 144 ------------ ------------
499 42:3 43 33
535 53.5 ------------ ------------
69 69 ------------ ------------

4,311 2, 133 418 1, 760

1,014 100 ------------ 914
93 13 ------------ 80
14 3 ------------ 11

12,959 4,941 1.158 a6, 860

1rotal im·
ports 1

EUROPEAN RECOVERY PROGRAM26

1rotal _

Austria _
Belgium·Luxemburg _
I)enmark _
Finance. _
(}reece. _
Iceland _
Ireland. _
!taly _
Netherlands _
Norway _
Portugal _
Sweden . _
Switzerland _
·1'urkey _
tJDited lCingdom _
(}ermany:Bizone _

French zone _
Saar _

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 tenns on which such sums would be advanced by the Adnlinis
trator.

It should be emphasized that th estimates given above are ba cd
on the assumption that certain of th participating countrio , notably
Portugal and Switzerland and possibly Turkey, will not require any
financial assistance from the United States, ithor in the fonn of
loans or of grants. Their participation in the pr gram i 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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19. THE BALANCE-OF-PAYMENTS SITUATION

not on the basis of anticipated financial assistance from the United
States.

27

8,527

200

8, 727
-1,285

-8,527

Total
\Vestem
Hemi·
sphere

-3,351

Other
Western
Hemi
sphere

-5,176

2,265 1, 758 4,013

-4,734 -3,066 -7,800
-293 -145 -438
+263 +13 +276

-4,764 -3,198 -7,962
-412 -153 -565

United
States

[In millions of dollars]

EUROPEAN RECOVERY PROGRAM

13. Total deficit, Western Hemisphere : ~·-- ------------ -.----------
14. Uncovered deficit, bizonal Germany, with nonpartlCipatmg

countries outside Western Hemisphere ------------ ------------

15. Total to be financed. . ----. ---.- -----.-;- --- ---- ----- --- .-----------
16. To be met by sources other than new U. S. Treasury financmg __ .----------- ------------

Summary of balance of payments deficit of the participat1'ng coun!r1'es with the Western
Hemisphere for the period Apr. 1, 1948-June 30, 1949, and proposed sources of
financing

Mils. ofdols. Mils. ofdols. Mils.ofdols.
1. Selected iDrrports________________________________________________ 4,239 3,346 7,585
2. Other iDrrports___________________________________________________ 2,750 1,478 4,228

3. Total iDrrports_____________________________________________ 6,989 4,824 11,813

4. Selected exports_________________________________________________ 295 303 598
5. Other exports___________________________________________________ 1,960 1,455 3,415
6. Total exports _

1----1-----1----
7. Merchandise balance --
8. Freight (net) ---
Q. Other invisibles (net) ---- -- ---- -- -----

1====1:====1====
10. Balance (July 1, 1947, prices), break-down available bycountries ---
11. Adjustment for higher prices _

1----1-----1----
All above figures based on July 1,1947, prices, as was CEEC.

This adjustment allows for a n2·pprcent rise in United States
and 5 percent in other Western Hpmisphrre pxport. pri.ces, ::nd
a 5-percent rise in European export prices. The nse III pnces
may well be greater than this allowance covers.12. Adjusted balance _

1====1:====1====

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:
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20. AVAILABILITY OF COMMODITIES

Summary of balance nf payments deficit of the participating countn'es with the Western
Hemisphere for the period Apr. 1, 1948-June 30 1.949 and proposed sources oj
financing-Continued ' ,

[In millions of dollars]

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 respon ibility 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.

EUROPEAN RECOVERY PROGRAM

Other Total
United Wp tern Western
States Hemi- Hemi-

sphere sphere

Mils.ojdols. Mils.ojdols. Mils.ofdol&.
17. Total new financing by U. S. Treasury____________________ ------------ ------------ 7,442
18. Appropriations being requested by Army for prevention of dis-

ease and unrest in Germany___________________________________ ------------ ------------ -822

]9. Subtotal __________________________________________________
------------ ------------ 6,620

20. Add: Funds required for obligation prior to June 30, 1949, to
cover contracts for shipments in subsequent period____________ ------------ ------------ 200

21. Total requirement for first 15 months, ERP_______________ ------------ ------------ 6.820Rounded to_____________________________________________
------------ ------------ 6,800

28

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 IS-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.

(a) 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 countri s will not be achieved by
1952 unless there is a series of very favorable crop conditions in many
areas of the world. If conservation m asur s and crop prospects are
favorable in the United States, the program contemplates shipm nt
from the United Stat s to participating countri sand th ir 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



George C. Marshall Foundation, Lexington, Virginia

year 1948-49. During the 15-month period, exports of bread grains
from nonparticipating countri~s other than the V~ite~ States c?n
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.

(c) 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 19,16 production of the
United States. NOlmally, 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.

Ooal.-The United States resources are adequate to provide the
quantity of western European coal import requirements, although
this program will call.f<?r full a.nd efficient ~se of our transportation
system. The coal mInmg equIpment requrrements essential to the
~xpansion of coal mining ~roductivity have been carefully reviewed
In consultation with AmerIcan manufacturers. It is considered that
these requirements can be met if production can bescheduled promptly.

Electrical equ1:pment.-Large generating equipment, of the types
in which supply pro~l~ms n~w exist in this country, is not expected to
be supplied in the inItIal perIod. Our contribution in electrical equip

72148-48-5
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21. AVAILABILITY OF PETROLEUM

In order to protect the petroleum reserv s of the Unit d State, the
committee provided in the bill that the procurement of petrol urn and
petroleum products shall to the maximum ext nt practicabl b made
from petroleum sourc s outside the United States. The original EEC
requests for 26,493,000 metric tons from dollar sources in th fir t 12
months has been reduced 1 percent by the x cutive branch becau e
of the critical shortages of oil, transportation, and refining fa ilities.
This I' duction should not appreciably retn,rd I' co ery in Europe,
although sub tantial adjustments will be required in prognun of
emergency utilization.

Very little, if any, fuel oil will be exported from the nitcd tates.
A sizable proportion of United States c~'port will COll i t of pecialty
product, uch as lubricants, which can be obtained in volume only
from the United States. In percent of United tates production,
shipments to participating countries will account for 1.8 perc nt of
United tat s crude oil output in 1948 or about 11 p rcent of their
import requirements. Our xports of petrol urn will b more than
offset by imports. Tot I Europ an I' quir ill nt of p trol unl are
to be m t largely from th other ';Yest rn H mi ph I' ar a (upplying
50 per ent of the I' quir m nts in 194 ) and from the l\1idcll East
(supplying 3 .6 p rc nt in 194 and an in I' a ingly larg proportion
thereaft r). It is timated that the Unit d tat ~·ports to CEEC
countries will decline from the 1938 Ie cl of 77,000,000 barr Is to
35,000,000 barrels in 1948.

ment is relatively small in dollar amount, but involves many items
of specialized character available only from the nited tate.

Timber.-The volume of timber reque ted 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 tates, 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 subj ect.

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 exce con umer purchasing
power and thereby contribute to the alleviation of inflationary pres
sures in the domestic economy. Furthermore, in many western
European countries sales of tobacco provid 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.

EUROPEAN RECOVERY PROGRAM30
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22. AVAILABILITY OF IRON AND STEEL

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-3ll 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.

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 st~el to the rest of ~he world, to regain export markets
and to earn vItally needed foreIgn exchange. Furthermore in the
world's presently disorg~nized m~rkets, ability to export steel and
related products to certalll countrIes also confers on the participating
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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 is able to withstand the general impact of a nevv 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 streL:gth of the American economy, properly
applied and aided by the industry and straight thinking of the Euro
pean people, can furnish the impetus to move the European 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

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 steel 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.
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24. METHOD OF PROCUREMENT

In considering the procedures to be followed in the procurement of
commodities for transfer to partlcipating 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 procurmnrnt procedures, subject to such controls as may
be necessary to assure proper expenditure, is essential to an adequate
functioning of a program of such lnagnitude and complexity.

It is intended that procurement through United States Government
channels will be utilized normally where necessary to assure that pur-

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 effectively, 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 fertili~er 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 ,vill 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 ''lay 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 domostic economy.

PART IV. SPECIAL PROBLEMS IN CONNECTION WITH THE PROGRAM
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25. PROCUREMENT OF COMMODITIES OUTSIDE THE UNITED STATES

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.

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 he Ad
ministrator's authority to procure outside the United State 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 provid d to the
CEEC countries, help to meet the OEEC 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 West rn
Hemisphere. Food products comprise about 60 percent of the total.
The illustrative work sheets prepared by the e.Tccutive branch indicate
tentatively that about $2,615,000,000 or 38 pcrcent of the requested
$6,800,000,000 (I5-month period) are needed for offshore procurement,
or approxilnn tely $2,000,000,000 for the 12-month p riou.

Further, Lhe bill states that the procur ment of petroleum and
petroleum products shall to the maximum ext nt 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 Oaribbean and Middle East areas.

The committee contemplates that offshore procur ment of com
modities will be effected to a very large e.rtent through the normal
channels of trade.

The following table is inserted here for illustrative purposes:
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26. STRATEGIC MATERIALS AND STOCK PILING

TotaL - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - __________________ 2, 490. 0
Adjustment for price increases after July 1, 1947_ - 125.0

United States funds for offshore procurement 2, 615. 0

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

2 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.

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 is more likelV 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 tran fer to the United States by sale, exchange, barter, or otherwise for stock
piling purpose , 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 ma.y be available in such participating country after due regard for reason
able requirements for domestic use and commercial export of such country.
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~alue

389.2
301. 5
172.8
121. 0
179.7
334. 5

40. 0
47.1

.6
39. 4
82.0
67.3

1,775. 1
21. 2
17.9

(1)
37.3

8. 8
9. 4
. 1

620. 2

Illustrative distribution by commodities of United States funds for offshore
procurement
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[In millions of dollars at July 1, 1947, prices)

Bread grains ~ _
Coarse grains .. _
Fats and oils .. _
Oilcake and meal _
Sugar _
1feat _
Da~y products _
Eggs _
DriedfruU _
Rice _

Coffee__ -------------------------------- _Otherfoods _

Subtotal _
Nitrogen _
Agricultural machinery _
Petroleum _
Timber _
Iron ore _
Trucks _
Timber equipmenL _
Otherimports 2 ---------



George C. Marshall Foundation, Lexington, Virginia

27. SHIPPING AND THE RECOVERY PROGRAM

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 tho transfer of such material.

In addition, part of the funds appropriated may be used by the
Administrator of EOA to finance development of increased s0.urces 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 reqUITe the
repayment of loans under the program in the form of delivery of
strategic materials. Section 11, subsection c, 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.

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 uneconolnic 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 taxpay r, over the 4Y2-year
period, of approximately $240,000,000, based on July 1, 1947 freight
rates. Moreover, the Maritime Oommission 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 fle t is approximately
24,000,000 deadweight tons, it is clear that a reduction in the size
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28. USE OF LOCAL CURRENCY DEPOSITS

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."

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:

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

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

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

Cd) 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 ;

(e) 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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29. THE ROLE OF WESTERN GERMANY IN THE PROGRAM

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 di.s
position of unencumbered balances remaining on June 30, 1952, will
have to be approved by the Congress of the United States.

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 Europe
cannot 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
participatjng 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 progn m the appropriations for those
minimum essentials necessary to forestall dis ase 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 int gration of the German economy into the total
European recovery program.
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30. DISMANTLING OF PLANTS I GER1\:lANY

During the debate in the Senate on the Foreign Aid Act of 1947,
the chairman of the committee promised to investigate the polieies
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 eommittee is satisfied that the policies of this Government
with respect to dismantling of Gernlan 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 faeilities 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,

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 ~olicy in Germany will be unique. .

The only government In the zones of occupation of Germany IS 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."
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81. EUROPEAN ATTITUDE TOWARD THE EUROPEAN RECOVERY PROGRAM

82. 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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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.

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 w eks. 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 l;las beon 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 statem nts which filter through
censorship express regret about nonparticipation and hope for closer
east-west economic relations.
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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,H
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 int~rest before the withdrawal
of the Soviet Umono

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 bas continuously distorted American
motives behind the program initiated by the European countries
themselves. Communist-inspired strikes and disturbances have
already taken place in anumber 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 particiration of
eastern European 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 propal
gated, that the economic cooperation bill is designed to split :B.;urope
into two economic camps.
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34. THE ROLE OF THE UNITED ATIONS

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 tates-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 it 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 ~ubsection,

?f 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 larshall 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. Equally false is the th me, dis
seminated in western Europe, that the United States is attempting
to resurrect the military might of western Germany.

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 b en 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 obje tives
of world p ace and security to which the United ations is d dicat d.

While the United States alone cannot d t rmine the extent to which
existing international machinery will be utilized, it is the e tabli hed
policy of the United States to make the full st possible u e of the
machinery of the United Nations and its affiliated agencies in any
such cooperative enterprise. It should be I' membered, howev 1', that
5 of the 16 CEEC countries are not yet memb rs of the Unit d Nations.
Nevertheless, the CEEC report underlines th principle that "where
ever suitable international machinery exist , it is the d sir of the
participating countries that these tasks should be if ctively 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 D volop
ment will be of con iderahle assistanc in e tending loans to the partic
ipating countries. The Int rnational n tary Fund should con
tribut toward the gen ral goal of stabilizing urrenci. in th world.

The Food and Agri ulture Organizn,ti n ill aid in r tori g agri
cultural equilibrium to Europ and in olving probl nl r latin to
food supply. The E onomic Commi ion f r Europ lnay be an im
portant in trumentality in rr olvin~ oln f Europe's economic prob
lems which have resulted from tn war. All' "ady much v~ luable
assistance has been rend 'I' d by the e and oth 'iut rnational aO'(\nrio .

The bill drafted by the committ i unlni takably clear on this
point. Sections 11 and 20 authorize the President to coop rate with
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85. OBLIGATIONS OF PARTICIPATING COUNTRIES-MULTILATERAL
PLEDGES

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.

PART V. UNDERTAKINGS OF THE PARTICIPATING COUNTRIES

Throughout the hearings members of the eommittee 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 couritrif's 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 to reach 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 nece~sary 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 is
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 the e pledges, if they are faithfully observed,
will do much to bring about in Europe the economic conditions essen
ial for peace and prosperity.

In stressing the inlportance of these obligations, the committee was
sensitive to the fact that the countries of western Europe are highly
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36. OBLIGATIONS OF PARTICIPATING COD TRIES-BILATERAL

AGREEMENTS

developed sovereign nations and would be properly resentful of any
interference from the out ide in their internal affair. There can be
no possible criticism on this score in a much a the undertakings were
voluntarily assumed by the CEEC countrie upon their own initiative
and in no sense represent an attempt on the part of the United Sta~es
to impose restrictions on the sovereign rights of the participatIng
countries.

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 Stat~s
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 as istance 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 increa ing 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 assi tance furnished by the United tat s;

5. To fa ilitate the sale or transfer tit> the United tates on
reasonable terms and in reasonable quantities of certain mat rials
required as a result of deficiencies in our own resourc s;

6. To deposit in a special account the local currency equivalent
of assistance in the form of grants furnished und r the agr em nt
to be used in a manner agreed to by the two governments;

7. To publish and transmit to the Unit d tates not I s fre
quently than every calendar quart r full statements of operations
under th agreement;

8. To furni h promptly, upon requ st of the Unit d tate, any
information relating to the operation of th program and the use
of assistance furnished und r thi act.

It will be noted that a numb r of th conditions contained in the
Foreign Aid Act of 1947, including the provision r lating to labeling
and the limitations upon th reexportation of commoditi , are
omitt d from the pI' s nt bill. After r i winO' th. conditions, the
committee b Ii v d that it would b un i e to includ th m b cause
of the fundamental differences in the nature of the two programs.
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38. TOWARD A UNION OF THE EUROPEAN STATES

39. 'rOTAL FOREIGN AID CONTEMPLATED

P ART VI. FINANCIAL ASPECT OF THE PROGRAM
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37. TERMINATION OF ASSISTANCE

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 its 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 it 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 State has enjoyed through the
existence of a large dome tic market with no internal trade barriers, and believing
that imilar advantages can accrue to the countries of Europe, it is the hope of
the people of t.he United States that these countries through a joint organization
will exert sustained common efforts which will speedily achieve that economio
eooperation in Europe which i essential for la ting peace and prosperity.

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
whi h will probably be made for appropriations for foreign aid in
other parts of the world. United States assistance in this program
can be ac~omplished~~thout unduly affect~ng the American economy
or neglecting other cntlCal areas where as Istance is needed. During
an early stage of the hearings the committee requested the Secre-

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.
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TotaL 9,083
Additions to President's Budget of Appropriations: Other foreign aid (in-

cluding China) (around) ______ ______ __ __ ______ _____ ___ 250

Total 9,333

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

Million,
$6,800

1, 400
1 133

750

EUROPEA RECOVERY PROGRAM

It is the understanding of the committee that the__ e figures include
all contemplated reque ts for appropriations for foreign aid with
the exception of the contributions of the United tates to the United

ations and other international organization. Item I o. 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.

tary of State to submit an over-all e timate of the total amount
which would be required for foreign finan ·ial as i tance to cover the
remainder of fiscal year 1948 and fiscal 1949. On February 6, 1948,
the following estimate wa submitted:
Included in President's Budget of Appropriations:

1. European recovery program - _
2. Government and relief in occupied area _
3. Philippine war damage, rehabilitation and veterans' benefits _
4. Other foreign aid (including China) _

40. 'l'HE PURPOSE IS RECOVERY, NOT RELIEF

This bill provides for United States a sistance in a recovery program
geared to the individual and collective n d of the participating
countries. It is therefore a recovery bill and differ from the interim
aid and earE'r reli f measures in that its primary concern is the re
creation of a strong, productive, self-supporting we t rn European
economy. Obviou ly, orne relief-type goods mu t be provided within
the framework of the program, but all a i tanc , no matter what its
form may be, will be devoted solely to European r covery.

If the mea ure w re purely relief, c rtain of the participating
countries would not imnl diat ly be eligible, ince they hav r sources
upon which to draw. They would, howev r, requir a istance as
their resourc were exhausted. Amba ador Dougla explain d the
probleln as follows:

Those countries that would receive no r Ii f would xhaust what r sources
they hav until they reach the point of zero and thcr aft r would be in the paupers'
line, unabl to pay for imports and unable to export. In other countri imports
would be diminished. Th nergy of th individual to ,\'ork would be dimini hed,
their exports would declin , and the condition w uld continuou ly deteriorate.
And in ord r to make up th 1 fici ncy, if w w re pr pared to do so, we would
have to appropriate v n a larg r urn of mon y and provide even more com
moditi s than is contemplated under this program.

The Stat Departmrnt (', timat " 0 ring th fir.. t I5-month period
ba d on an appr prin Li n of G. billion d Hnrs, a. io'u cl roughly two
third, or 4.5 billion dollar, to r li f-t p g Is, and one-third, or
2.3 billion doll rs to rocov ry-type good. In practice, the Adminis
trator would adjust the program to conf rro to new developments,
and there would be a steady decrease in the percentage of relief-type
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914.5
80.4
10.9

6,860.6

283.8
8.8
3.9

1,961. 5

630. 7
71. 6
7.0

4,899.1

Total relief- Total recovery-
type commodi- type commodi- Total
ties and services ties and services

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

EUROPEAN RECOVERY PROGRAM

Total _

~oods, 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 2.-Recapitulat7:on of illustrative distribution between relief-type and recovery
type commodities and sen-ices 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 or dollars, at July 1,1947, pricE'S]

T ABLE I.-Illustrative distribution between relief-type and recovery-type com
modiUes and serm'ces financed with new U. S. Treasury funds and imported
by the part7:cipating countr'£es from the Western Hemisphere, Apr. 1, 1948, to
J unt 30, 1.949

Relief-type Recovery-
commodi- type com-

Totalties and modi ties
and serv-services ices

Totals brought forward from table 2________________________________ 4,899 1,961 6,860Plus adjustment for price increases__________________________________ 342 140 482
5,241 2, 101 7,342

Less:Savings on shipping ____________________________________________
71 29 100

Department of Army, GARIOA. _______________________________ 822 ------------ 822
Subtotal______________________________________________________

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 suhsequent years________ ------------ 200 200
Uncovered defi~it of bizone Germany with nonparticipating

countries outside the Western Hemisphere. ___________________ 134 66 200
Subtotal____________________________________________________

134 266 400
Authorization re~uested for ECA. __________________________ 4,482 2,338 6,820
Above in rounde amount. _________________________________ --------.--- --------.--- 6,800

Relief-tyse goods and services as percent of total authorization re-
66queste _______________________________________________________ . ___

------------ ------------
Recovery-type goods and services as percent of total authorizationrequested_________________________________________________________

------------ 34 .-----.-----
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42. COMPARISON OF ESTIMATES OF RE(.. UIREMENTS

The committee considered the requirem nts of the participating
countries during the first year of the recovery program as estimated
by the executive branch, the Harriman committee, the International

The duration of the European recovery program and the change9
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, ho-wever, 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 charstcter
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 mad~
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
~ountry 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
grants should be used to finance imports of supplies of food, fuel, and
fertilizer 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 ational
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 as istance will be partly by
loans and partly by grants.

In determining whether assistance should be furni hed 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 ational 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 Unit d Stat s of mat riaIs 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.

EUROPEAN RECOVERY PROGRAM

41. NATURE OF ASSISTANCE: GRA TS OR LOANS
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43. REDUCTION OF AUTHORIZATION TO 5.3 BILLION DOLLARS

Bank for Reconstruction and Development, and the CEEC. All of
these estimates are based upon balance of payments ~alculations.
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 committre estimated
the amount of new United States Trrasury funds which would be
required after allowing for assistance from other sources. These
estimates were not on a completely comparable oasis. 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.

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 involved, 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 rlill, 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-

49EUROPEAN RECOVERY PROGRAM
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44. APPLICATION OF PORTIO OF 1948 SURPLUS TO 1949 EXPENDITURES

46. THE EUROPEAN RECOVERY PROGRAM AND THE UNITED STATES
MILITARY ESTABLISHME T

46. ADVANCE OF $1,000,000,000 BY RECONSTRUCTION FINANCE

CORPORATION

EUROPEAN RECOVERY PROGRAM

In the Relief Assistance Act and the Foreign Aid Act the committee
inserted fl. 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 oth I' participating
countries, and in order to pI' vent delay in carrying out the objectives
of this act, the committee agreed that the same proc dure should be
followed. Accordingly the bill authorizes th Reconstruction Finance
Corporation to make advances not to xceed $1,000,000,000 in the
aggregate in such manner as the President shall d termine in carrying
out the program.

In considering the cost of th European recov ry program some
peopl ask wh ther the United Stat can afford to participaLr in su h
a program. It is just a p rtin nt to a l~ wheth I' til nit d tat s
can afford not to participate.

There are, in eff ct, two pos.,ibl urs whi ·h th United States
might follow in the pur uit of national e urit. On th on hand,
w might cooperat fully with th oth I' nation in an earne t attempt
to stablish and maintain tho e onomic conditi n in th world
which are essential to international P("1 and pI' pl rity. This is
the purpose of our participation in the Europ an I' covery program.

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

The committee felt that it would be appropriate to re erve
$3,000,000,000 of this 1948 surplus for disbur ment uncleI' the
program in 1949 which would otherwise have been ac ounted 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 11illikin, chairman of the Senate Committee on Finance,
explained to the committee that this proc dur 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.

ticipating countries to exert every effort to show sub tantial progress
by way of self-help between now and then. This additional impetus,
coming during the early stages of the program, may prove exceedingly
helpful.
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47. FINANCING FROM SOURCES OTHER THAN UNITED STATES
GOVERNMENT FU DS

The committee agreed that wherever feasible the baln,nce 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.

1fr. John J. 11cCloy, 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 Hemi phere countries, in their interest as well as ours,
to finance from their resources as much as possible of the import

If, on the other hand, the road of international cooperation is aban
doned, then the United States would have no alternative but to
greatly 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
27~ 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.
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48. THE ROLE OF THE INTERNATIOl. AL BA_TK

International Bank for Reconstruction and Development-Outline of capital stock
and dollars available fa?' lending

deficit of the participating countries. The commilitee took this
factor into account in formulating it decisjon on the authorization of
purchases from sources outside the United tates. A reasonable
expectation, therefore, is that the other e tern 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 unrealisliic in view of the present
dollar exchange difficulties of Canada and certain other American
countries.

6,610,480,000

8,263,100,000

$10,000,000,000
8, 263, 100, 000

165,262,000
1,4 7,358,000

1,652,620,000
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Total _

Capital stock:
Authorized (100,000 shares) _
Sub cribed (82,631 shares) _
Paid in-

2 percent in gold or United States dollars _
18 percent in currencies of the 46 members _

Total paid in _
80 percent subject to call on the United

tate. to m et obligations of the bank_ $2, 540,000,000
80 perc nt subj ct to call on oth r m m-

b r countries to meet obligations of the
bank 4,070,4 0,000

52

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 hearing and an wer d that question very
categorically. Up to th present time the Bank ha made four loans:
$250,000,000 to France, $195,000,000 to the therlands, $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. 11oreover, 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 recon. truction
and development programs and whose credit standing indicates that
repayment prospects are gocd.

It follows that the bank cannot be counted on as ODe of the major
resources available during the initial p riod of the program. The
committee 1 lieved, however, that it could best be tied into later
stages when mQre stable economic condition xi t in Europe and
when long range development projects can be more properly financed
on the baeis of hard loan. Following is an outline of the bank's
capital stock and the dollars available for I nding:
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60. PRIVATE VOLUNTARY AMERICAN RELIEF TO FOREIGN COUNTRIES
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489,762,000

986, 762, 000
497,000,000

$165, 262, 000
571,500,000

736, 762, 000
250,000,000
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49. ROLE OF PRIVATE ENTERPRISE

Balance of dollars available for loans-----------------

Available dollar capitaL _
Proceeds of sale of bonds (July 15, 1947) _

Total dollars available for lending _
Loans agreed to _

International Bank for Reconstruc.tion and Development-Outline of capital stock
and dollars ava~lable for lend1°ng-Continued

Dollars available for lending:
2 percent in gold or United States dollars ._
18 percent of United States subscription _

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
hav~. Frequently it covers needs not otherwise met such as special

As a result <:>f the economic ?onditio~s. brought o~ by the wars
prIvate enterprIse has not been ill 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 tinle
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. Accord
ingly, authorization is given the Administrator to make guaranties
for the t.ransfer 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 guarant~es
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
~echnical know-how should prove of great valu~ ~o the Adm~istrator
~ a consult.ative capacity. To this end, a prOVISIon has been illserted
m the bill authorizing the Administrator to .employ: not. only con
sultants but organizations of consultants to aSSIst hIm ill thIS program.
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51. THE USE OF FOREIGN-OWNED UNITED STATES ASSETS

diets ~or invalids and the rehabilitation of displa red persons. The
commIttee has been impressed by the repeated testimony which
d~mo~~trated that individual American participation in European
aId elICIts many responses of good will.

The comn:i ttee deemed it desirable that the participating countries,
to the extellt 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 u e 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 assetQ • 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 pruder t level. Depletion of
these reserves delays and jeopardizes the restoration of international
convertibility of currencies and expanded international trade and
investments.

I t 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 as ets have been
concealed contrary to the laws and national interests of the countri(>s
concerned. The recipient countries can p rhaps 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 mention d here: The pledging
of foreign-owned assets and gold reserves. (a) The pledging of
foreign-owned assets in the United States as collat ral for loans is not
without pI' cedent. However, this would normally involve the na
tionalization or seizure of such ass ts by gov rnments a step which
is contrary to the philosophy of the bill. (b) The CEEC countries
held about $6,568,000,000 in gold reserv s a of June 30, 1947. There
have been serious drains on these reserves sin that date. Most of
the participating countries have already drawn their gold reserves

EUROPEAN RECOVERY PROGRAM54
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53. DURATION OF THE PROGRAM

64. CONCLUSION

62. THE EXTENT OF PRIVATE GOLD HOARDING
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below levels necessary to provide adequate working capital for t~eir
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.

PART VII. RECOMMENDATIONS OF THE COMMITTEE

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

The committee properly took account of the fact that concealed
private gold hoardings do not ,york 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.

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.
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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 full.y
understand this decision, they will realize that the United States IS

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 comlnon
currency among the peoples of the world.
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APPENDIXES

ApPENDIX I

SECTION BY SECTION ANALYSIS OF THE ECONOMIC COOPERATION ACT
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 tne 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 tho
United T ations. Action under the bill in respect of all such aroa~

would have to be consistent with the principles set forth in articlr
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 rstahlishes 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 (c): This subsection assures the possibility of commence
ment of operations as soon as possible after the bill's passage, even
though it 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 estabJishmen t of the Government per
forming functions under the bill, to employ personnel for duty within
the contine~tallimitsof the United States. Employment of personnel
for service In L.le District of Columbia and elsewhere in the United
States under th~s authority is not subject to the personnel ceilings
imposed by sectlOn 14 (a) of the Federal Employees Pay Act of 1946.
The Administrator is given authority to compensate not more than
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60 of the persons performing duties within the United tates without
regard to the provisions of the Classification Act of 1923, and to
cOInpensate not more than 10 of these persons at rates up to $15,000
per year. In addition, this subsection authorizes the employment by
the Administration of experts and consultants, or organizations of
experts or consultants, such as engineerino- and accountino- firms, an
individuals so employed may be compensated at rate 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
nlents to organizations employed by the Admini tration under this
subsection may be made at such rates and in such manner as th
Administrator mav authorize in contracts with such oro-anizatiou"'.

Section 4 (e): This section, which authorizes the Administrator or
the head of any other department} agency, or e tablishment of the
Government performing func~ions unJer the bill, to promulgate
necessary rules and regulations and to delegate authority to his
subordinates to perforn1 hi functions uncleI' the bill, is consistent with
standard administrative procedures. The subsection is not intende
to permit the delegation of rule-making power to uhordinates.

Section 5 (a): This subsection enumerates certain functions to b0
performed by the Administrator. The authority of th Administratol'
to formulate programs of United States assistance under the bi))
includes authority to approve specific projects which may be proposed
to him by a participating country, to be undertaken by sucll country
in substantial part with assistance furnisherl 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 Adlninistrator to provide for the
efficient execution of programs refers to the effective pcrfornlance on
the part of agencies of the Unitrd States Gov rnment with respect to
services rendered by such agencis, under approved progran1 , in pro
curement, storag , transportation, or other handling nee ary to insure
the transfer of commoditi s in conformity with the pI' gn ms.

Section 5 (b): This subsection prescribes arrangement under which
the Administrator ard the Secretary of State will concert th ir
resp dive activities so as to strength n and make more effective the
conduct of the foreign relations of th nited 'tates. To this nd
effective working relations should b estahli hed between the Adn1in
istration and the Department of tate.

Section 6: Under this secCion the Administrator is Inade a 111eD1
bel' of the National Advisory Council on Intel'national110netary and
Financial Problems during the existence of the A lInini tratiou.

ection 7 (a): This SU) ection creates a Public A Ivi Ol'y Board, to
advise t1nd con ult with tho dlniuistrator with re p ct to general or
basic policy n1atters arising in cOllllection , ith U e Administrator's
discharge of his re ponsibilitios.

action 7 (b): Thi sub ('etion authorize the Administrator to
establi h 0 her advi ory omn1itt es. 1Iolnhcr"' f u h eon1mitt s
may receive con1pcn ation in accordanc with th) provi ions of scc
tion 4 (d) relating to Cxp 'It and consultant cn1ployed by the Admin
istration.

S ction 8: This ection provide for a United Stat s 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 charge d'affaires ad
in~e~im, 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 (c): 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 a~d the Admin
istrator are authorized to make appropriate agreements to this end.

Section 9 (d): In view of t,he special circumstances existing in the
zones of occupation of Gsrmany, 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 German:y 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 con1pensation, allowances, and benefits cornparable
to those provided for Foreign Service reserve and Foreign Service
staff 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 ~f 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 St:\rvice 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 ~cretary upon the recommendation of the
Administrator.

Thus, the pay scale of all persons appointed pursuant to this sub
section "vill range from $720 to $13,500, excl:usive of allowances for
quarters, cost of living, and representation.

It is contemplated that .the two pro?edures outlined aboye. are to
be mutually exclusive. It IS left to the Judgment of the Admmistrator
with respect to each appointme~t, whetl:ter such appointment s~o~ld
be within or Ot. tside the ForeIgn SerVICe system. Under eXIstmg
legislation there is nothing to prevent ~he.Secretary ot State, at ~he
request of the Administrator, fr?m assIgnmg ?ffi~ers m 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 p rformance of functions under the bill.

Section 11: This section prescribes the forms anJ procedures by
which the ~ .... lministrator may provide assistance to a pttl ticipating
country, and the methods of furnishing such a sistance. UnCleI' the
authority of this section, and with the funds autl orized under section
14, the Administrator will be able to launch imme..liately into opera
tions which will relieve the drain on the dollar assets of the p rtici
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 es en
tial commodities in dollar areas. These countrie , however, will then
have under contract or on hand in the lJ"nitcd tate a ubstantial
quantity of conlnlodities for delivery in th en uing Inonths. These
undelivered commodities compris the" pip 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 th reunder. As in the case of the Foreign Aid
Act of 1947, under which the same type of operation was authorized
the" pipe line" at any moment will cnlbrace cOlnmoJities not thereto
fore landed in the territory of a participatina- country. The languag
of the present bill will permit the Adnlinis trator to arrange for thi!
important aspect of assistance.

Section 11 (a): This subsection authorizes the A lIninistrator to
furnish assistance to any participating country, in tll form pre·
scribed. He may provide for procurement of any commodity whicL
he determines to be required for the furtherance of the purposes of
the bill. The authority to procure "from any ourc" provided in
paragraph 1 includes the authority to procure "offshore," that is,
fronl out ide the territory of the United States.

The ternl "comnlodity" is broadly defined, except that the reference
to merchant vessels is lilnited to vessels charter d und r the authority
set forth in paragraph 4 of this sub rction. The Administrator is
authorized to furnish technical information or technical per onnel for
instruction purposes to a participating country, as well as other forms
lof technical information and assistance.

Merchant vessels chartered under authority of this subsection under
such terms and conditions as the Admini tration may d ternline while
being operated by a parLieipating country, will not be subj ct to laws
design d to control the opel'. tion of Unit d tat s vo el.

Til provi i n authorizing tran .. f r of any oInnlodity or service is
intended to authoriz the ctual d liv ry of a omnlodity into the
custody of a participatIng country, or th l' nd ring of a ervic for
such country. These a t repr s nt tIl a nal l' nd ring of the a ist
ance authorized under the progrmn. By d fining transfer as the act
of delivery or of rendering a scI' ice, a standard is stablished for meas
uring the amount of assi tance 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
institutions (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
~etter of credi t to a supplier. Such borrowing, or the furnishing of an
Irrevocable 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
a~ 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
a United States Government contract.

Subparagraph (ii) 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 po ible procurem nt in a
businesslike manner, through normal chann 1 of trade, subject to
adequate safeguards established by the Admini trator to demon trate
that all expenditures are within the approved program and in accord
ance with the terms and conditions establi hed 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 inter sts of the dome tic economy of the
United States. However, this subsection requires, with respect to
procurement within the United States, the eventual submi ion 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 inve tor. The
approval power will not stop with the writing of the guaranty con
tract itself. Regulations will be promulgated by the dmini trator
to assure a follow-up to determine that tho agr d amount of dollars
have actually been invested, that the resulting investment is rea on
ably relat.ed to the recovery purposes for which the guaranty was
extended, and that the local currency proce ds tendered for transfer
into dollars are justifiably attributable to th O'uaranty inve tm nt.
The term "investment" includes loan, as well as so-called equity,
investments.

It is expected that upon the termination of th admini tration in
1953, a statute would be enacted providing f I' th liquidati n of the
transfer guaranty in th period following 195 , and would d signate
or provide for the funds to bud f r thi purp e.

(c) This subsection specifi the finan ial t rms pursuant to which
the Administrator may pro i,I a~qi, tan to a participating country.

The provision for con ultation betwe n tho Admilli trator and the
National Advisory Coun il in this sub ction (as w II a 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. Wben
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 ternlS
specified by the Administrator in consultation with the National
Advisory Council.

Section 12 (a): This provision is desianed 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 avoidiI ...g 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 anlount
of each class or type of each such conlmodity 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 rrust be with
in the requirewents 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
to 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
participating countries (l) can fill some more urgent need of the
United 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 in laws of this character, to permit immediate start of
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operations once the authorizing legislation is enacted. In vie", 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 (c): 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 ess ntial for the ex
ecution the recovery program, it limits the amolmt which may be
appropriated for the period of 1 rear follu1wing 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 accornplishment of the purposes:>f ~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 100al-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 Aet and the ForeiO'n Aid Act of
1947 for the deposit of the unexpended balances rmuaining in the local~

currency accounts established under such act. Tlnw unifonnity in the
ultin1ate 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 consisting of $3,000,000,000 of the funds appropriated for the
first 12 months of operations under the bill, and requ' irps that e.?prndi
tures made for carrying out this bill during such period will first b
met out of such trust fund. When the $:3,000,000,000 placed in the
trust fund has been exhausted by these expenditures, future e."pendi
tures will be made out of appropriation account in the customar.f
manner. From the point of view of the Adnlinistrator's operations
under the act, the trust fund will be uUlized in exactly the same man
ner as ordinary appropriation aecount.. The only difference which
will result from the creation of a trust fund is the recording of the
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expe'uditure of the $3,000,000,000 as part of the budgetary expendi..
ture~ 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 thiB
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
Bubsection (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 may
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 tv the
United States in accorda.nce 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. Agremuents 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 agreenlent, 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 (c): 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 legi latures for ratification.. Accordingly, subsection
(c) authorizes the Administrator, for a penod of 3 months after the
date of enactment of this bill, to provide assistance to any participating
country in .accordance ,vith the terms of the bill whenever such
country has siO'nified its adherence to the purpose of the bill and
its intention to°conclucle an agreement in accordance with subsection
(b) of this section and provided that ~h.e Administrat<;H> finds that such
country is complying with those provIslOns of subsectIon (b) as he may
determine to be applicable. In order to ass,:re 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 provided 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 authority 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 participating 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 shipm nt 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. 3710-0pening 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 su h 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. uch requirements
could delay operations to an e.Ttent which would be harmful in an
urgent program of this type. In order to assure that the power of
waiver will be employed only where essential, th bill provides that,
the President must specify which laws are to be waived.

Section 19: The purpose of this section is to make it pos ible 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 carryinO' 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 e isting Federal laws. Un leI' o.Ti ting 1 gi lation it
is unlawful, for exmnple, for a per on to act as attorney or agent in
the prosecution of a claim again t the Gov rnmen t while such person
is serving as an official or employee of the Governm nt. This type
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of legislation is necessary and proper in connection with or~inary
operations of the Government. However, it is extremely desITable
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 o~ 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 301
1952, if such commodities are procured under a commitment entered
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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Witnesses appearing before the committee

Affiliation

Chairman, Postwar World Council.
Secretary, National Association for the Ad

vancement of Colored People.
Engin er.
Nat iOllal legislative representat ive, Jewish

War Veterans of the United St:1-tes of
Aml'rica.

National Council of JewiSh Women.
Pmsi<.lent's ommittre on Foreign Aid.
PresldIH, Illinois l\1auullCturers' Associa-

tion; president, General Time Instruments
orp.

Pr _id nt, United States Junior Chamber of
Commerce.

Secretary of State.
Ambassador to Great Britain.
Secretary of Commerce.
Secretary of Agriculture.
Secretary of the Interior.
Secretary of the Treasury.
Chairman of the Board of Directors of the

Export·Import Bank.
Secretary of the Army.
Secretary of Defense.
President, International Bank for Recon·

struction and Development.

Attorney.
Chairman of the board, Washington Post.
President, American Rolling Mills Co.
President, American Council on Education.
Director, Population Reference Bureau.
First VIce president, League of Women

Voters.
National commander, The American Legion.
Commander in chief, Veterans of Foreign

Wars.
NaUonal plannin~ committee, American

Veterans' Committee.
National legislative director, American

Veterans of World War n.
Financial editor, ewsweek.
Donovan, Leisure, 1 T ewton & Irvine.
President, International Association 01

Machinists.
Chairman of legislation, National Women's

Trade Union League of America.
Member, National Planning Association~

president, Institute of Public Adminis
tration.

Editor, The Atlanta Constitution.
Chairman, Committee for the Marshall plan.
Commentator and author.
Chairman, international relations committee.

National Association of Manufacturers.
President, American Federation of Labor.
Professor, Duke University.
Chairman, Committee for Economic Devel

opment.
President, National Economic Council.
Member of the national board, Americans for

Democratic Action.
The American Jewish Committee.
President, General Federation of Women's

Clubs.
Pr sident, Maryland State Division, Ameri

can Associati n of University Women.
Women's Action Committee for Lasting

Peace.
H. J. IIeinz Co.
Chairman of the board, Borg-Warner Inter-

national orp.
President, atiunal Farmers' Union.
Executiye secretary, American Labor Party.
American Association for the United Nations.
Acting editor, the Electrical World.
Department of parks, New York City.

Name

ApPENDIX II

Date ofappearance

January. 8 _
Jan. 9, 10, 12 _
Jan. 12 _
Jan. 13_' : _

Jan. 14 _

George C. MarshaIL _
Lewis W. DoU!~las _
W. Averell Harriman _
Clinton P. Anderson _
Julius A. Krug _
John W. SnydeL _
William McChesney Martin, Jr _

Kenneth C. RoyaIL _
Jan. !fL James V. ForrestaL _
Jan.16 John J. McCloy _

Jan.19 Bernard Baruch _
Jan.20 John Foster Dulles _

Eugene Meyer _
Charles R. Hook _
George F. Zook _
Guy 1. Burch _
Kathryn H. Stone (Mrs.) _

Jan.21••_. James F. O'NeiL _
Ray H. Branaman _

Oren Root, Jr _

Ray Sawyer _

Henry HazlitL _
Jan.22 William J. Donovan _

Harvey W. BroWll _

Margaret F. Stone (Mrs.) _

Luther Gulick _

James G. Patton _
Arthur Schutzer _
Clark VI. Eichelberger _

Ian. 27 • -- George C. Tenney _
Robert Moses _
(Statement presented by Frederick A.

Collin)
Norman Thomas _
Walter White _

Carlton Koepge _
Bernard Weitzer _

Joseph Will n (Mrs.) _
Jan.28 Robert M. La Follette, Jr _
Jan. 29 , Arnold J. WilSOIL _
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Ralph McGilL _
Robert P. Patterson _
Henry J. Taylor _

Jan. 23____________ Curtis CaldeL _

William Green _
Calvin B. Hoover _
Paul Hoffman _

Ian. 24___________ Merwin K. Hart _
Paul A. PorteL _

Herbert Lehman _
J. L. Blair Buck (Mrs.) _

Donald R. Burgess (Mrs.) _

Mildred B. Northrop _

Jan.26 H. J. Heinz. _
R. W. Gifford _
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IIamilton Fish _
Benjamin A. Javits Attorney.
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Affiliation

President, United States Chamber of Com
merce.

Legislative representative, Committee for
EffeC'tive Citizenship, National Inter
Collegiate Christian Council.

President, Doane Agricultural Service, Inc.
Professor, Yale University.

International president, United Automobile
Aircraft and Agricultural Implement
Workers (CIO).

North American Grain Export Association,
National Grain Trade Council. .

Cbairman National Foreign Trade COunCIl.
Foreign F~eight Forwarders As.sociat~on.
Member of tbe advisory councIl, SOCIety for

the Prevention of World War III.
Economic adviser, Society for the Prevention

of "World War III.
President, National Federation of American

Sbipping.
Attorney.
National legislative secretary, Women's In

ternational League for Peace and Freedom.
Chairman, Committee for Constitutional

Government.

Attorney.

General counsel, Independent Petroleum
Association of America.

National deputy, Order Sons of Italy in
America.

Amprican Coalition of Patriotic Socletie5.
Citizens Committee for United Nations

Reform.
President, Seafarers International Union of

North America' serretary-treasurer, Sailors
Union of the Pacific (AFL).

Secretary treasurer, Congress of Industrial
Oreanizations.

Pre ident, Tational Maritime Union.
Council for Social Action of the Congrega·

tional Christian Churches of the United
States.

Secretary, National Retail Farm Equipment
Association.

President, American Farm Bureau Federa
tion.

Legislative counsel, tbe National Grange.
Pre~ident, Crown Zellerbach Corp.
President, Tate-Jones & Co., Inc.
Secretary, foreign-service division. American

Friends Committee on ational Legisla·
tion.

Professor, University of Maryland.
Pre. ident., Federal Council of Cburches of

Christ in AmeriC'a.
Member of the President's Committee on

Foreign Aid.
President, Johns-Manville Co.
Ohairman, Philadelphia branch of the Stirn

son committee; director of the United Na
tions Council.

Port a~('nt, Pacific Coast Marine, Firemen,
Oilers, Water Tenders. and Wipers Assod·
ation.
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Joseph G. Dubuque _
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Robert M. La Follette, JL _

Lewis H. Brown _
William Batt, Sr _

Yeb.3 •••••• James B. Carey _

Joseph Curran _
Ronald Bridges _

Paul M. Mulliken _

Agnes Waters (Mrs.) _
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David A. Bunn _

True D. Morse _
George P. Murdock _
Carl A. SchmidL _

Feb.5 • • Walter P. ReutbeL _

J. R Gormley • _

Robert Rosamond _
Feb.2 •• Joseph ScotL _. _

Martin L. Sweeney _
Russell B. Brown _

L. H. Pasqualiccbio_ .. _

John B. TrevoL _
Ely Culbertson _

Harry Lundeberg _

Ian.2Q------------ William Brooks .

Robert F. Loree _
Marvin J. Coles _
James H. Sheldon _

Jean I. Pajus _

Frazier Bailey _

Norman Littell _
Kathryn Lee Marshall (Mrs.) _

Willford King _

A. O. Tittman _
Ian. 30 Allan B. Kline _

J. T. Randers _
J. D. Zellerbach _
Carlton Barrett. .
James M. Reed _
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