George C. Marshall Foundation, Lexington, Virginia




Calendar No. 738

80th Congress, 2d Session - - - - - = House Report No. 1585

FOREIGN ASSISTANCE ACT OF 1948

REPORT

OF THE

COMMITTEE ON FOREIGN AFFAIRS

ON

S. 2202

A BILL TO PROMOTE THE GENERAL WELFARE,
NATIONAL INTEREST, AND FOREIGN POLICY
OF THE UNITED STATES THROUGH NECESSARY
ECONOMIC AND FINANCIAL ASSISTANCE TO
FOREIGN COUNTRIES WHICH UNDERTAKE TO
COOPERATE WITH EACH OTHER IN THE ESTAB-
LISHMENT AND MAINTENANCE OF ECONOMIC
CONDITIONS ESSENTIAL TO A PEACEFUL AND
PROSPEROUS WORLD

MARCH 20, 1948.—Committed to the Committee of the Whole House
on the State of the Union and ordered to be printed

UNITED STATES
GOVERNMENT PRINTING OFFICE
73259 WASHINGTON : 1948

George C. Marshall Foundation, Lexington, Virginia




George C. Marshall Foundation, Lexington, Virginia




CONTENTS

Page
I. General purposes of the bill _ _ ___________ e 1
A. Proposed authorizations listed- - ______ oo 2
B. Objectives and safeguards____________ o coeeee-- 2
IE, Backgroind = - o ol R ogEend S 3
e T (2 A 3 R DT S AR a s [ o LN 3
B. Development of American policy since the war_ - .-~ 4
€. Congressionalbaction . L2 L 10 e s us ol U e o 5
B D OCHER IO . e e e e R SN T ol 7
E. Difficulties and progress in Europe- - - - o cmeeao- 8
T L e T b e A A e I DA oo r 10
A T T et e YA SRl S D S Aol 1 ) 9 R 11
III. Estimates of proposed authorizations.________________ooaoo_o-_ 11
A Anthorizationasammarized. ... L L. . 5oZ il lol 11
B. Dollar requirements of the European recovery program._.__ 14
€1 Weork of the Paris-Conferenve = .o - o oSl oo 14
D. Screening by United States experts__.__ .. 15
B A AmMESETatIon PEORTAIM o 0 SRt A S 16
F. Adjusting the financial requirements from 15 to 12 months.__ 17
IV. Dollar requirements and availabilities_ _ - _______________________ 18
AN Natnreval thelproblom . = L st o8 0 B o St Do e T 18
B. Mobilization of existing dollar resources_ _ _ ______________ 19
C. Range of variables in estimating requirements____________ 21
. "Where will the money bespenb_ o o sies st foco tnar s 22
W Beanomiesid tor Whnass. o re ol nal nid ol el g e 23
V. Analysis of title I of the bill: European recovery program_________ 24
A. Basic obligations assumed as conditions of participation in
the European recovery program. . 2. o Sos i s, Lo, 24
B. Mechanicgiof the programe o onelil naweas e iz enlogl 28
C. Economic impact of the foreign-aid program on the United
S R e e COMOIIN v - o e L ey L T e 29
D. The use of plentiful commodities and private services..____ 34
O T RN T i R gk s AT e s S S E e  L N s 35
F. Financial considerations of the bil . _____________________ 36
G docal enrrency depoRibS. Lo L o La T o Ko Sl Do el 37
S e ele-pilIng PIoVIBIONT. . i Ddad vo -0 T s e 38
I. Private enterprise and investment_______________________ 38
EebDuration and liquidation: - J o or s o0 e el 40
K. Relation to international organizations_ __ _______________ 40
LS Assiiring proper useef Ml o 2L - e L Lon L S oMl 4]
MeCongressional cheeking e lo o o ol e D Aia . 42
IS ERTEAL A dopen, e et M 42
A e N ARG EROE - ST S L T 43
Al visorE MIEaVISIONS 3.2 L awl2a0 20 T s et DA 44
£l Powers and respongibilities. . - o o Lo L Sh ool 45
.. Belation to other agencies. .. oo i oo Zdnd L] 46
s kEheaeation of export eontrels. . .. L. oo L TN 46
- Tie oVerseag organization. oo ol o L L laiilin 47
PeiRecruitmentiprovisions. (ot oo ol s i it s 48

ox

George C. Marshall Foundation, Lexington, Virginia




v CONTENTS

VI. Analysis of title II: The International Children’s Emergency Fund.
VII. Analysis of title I1I

o Pnrpose of Ghis Elle e o e e
The Greek program fo GabE . L . i e
The Turkish progeam fo'date. - . _ Ll i icmnnae e
AdministratiopofiBublie Baw 7o, i o coea oo docin
Political and strategic considerations_ ___________________
Use of $275,000,000 additional appropriation_____________
The purpose of the new legislation on Greece and Turkey__
. Provision for China in title I1I
R RIS e o o b gt s b SN g, Sl s o 4

e I IR O RITIR  rgati b )

B. The interests of the United States

£3r Type of sid required for China: = oo 0 o e et

D. How the program will be administered

E. The amount authorized
Appendix I. Hearings and witnesses_ _ - _ _ __ e
Appendix II. Selection of illustrative tables______ ___ ____ o __.
Appendix ITI. Maps showing spread of communism in Europe and China_
Appendix IV. Section by section analysis of the Foreign Assistance Act . _

Slolllcisloll e

-

George C. Marshall Foundation, Lexington, Virginia

Page

49
50
50
50
51
52




Union Calendar No. 738

80t CONGRESS } HOUSE OF REPRESENTATIVES { REePORT
2d Session No. 1585

FOREIGN ASSISTANCE ACT OF 1948

MarcH 20.—Committed to the Committee of the Whole House on the State ¢f
the Union and ordered to be printed

Mr."Earon, from the Committee on Foreign Affairs, submitted the
following

REPORT

[To accompany S. 2202]

The Committee on Foreign Affairs, to whom was referred the bill
(S. 2202) to promote the general welfare, national interest, and foreign
policy of the United States through necessary economic and financial
assistance to foreign countries which undertake to cooperate with each
other in the establishment and maintenance of economic conditions
essential to a peaceful and prosperous world, having considered the
same, report favorably thereon with amendments and recommend that
the bill as amended do pass.

I. GenErAL PUurroses orF THE BILL

This bill provides for the conditioned participation of the United
States in a program of foreign assistance that covers (1) European re-
covery, (2) a continuation of assistance to the International Children’s
Emergency Fund, (3) military-type aid to Greece, Turkey, and China,
and (4) economic aid to China. The European recovery program is
intended, if its provisions are met, to continue until June 30, 1952,
with annual review, both for authorizations and appropriations, by
the Congress.

The bill recognizes that military security and domestic tranquillity
are necessary prerequisites to economic recovery and the maintenance
of peace and free institutions, to the degree that it makes provision
for military-type aid to those areas which are most beset by the dangers
of externally sponsored communism. The bill authorizes a total of
$6,205,000,000 for all the purposes included in the proposed act.

1
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2 FOREIGN ASSISTANCE ACT OF 1948

A. PROPOSED AUTHORIZATIONS LISTED .

Title I authorizes $5,300,000,000 for European recovery, including
the 16 nations which accepted the conditions of the Paris report of the
Committee on European Economic Cooperation in September 1947,
the occupied zones of Germany (by Russian choice only the western),
and Trieste. Of this amount, $1,000,000,000 may be advanced by the
Reconstruction Finance Corporation prior to the action of the Con-
gress on 4.3 billion dollars which is authorized for appropriations either
for grants or loans. One billion dollars of the total of $5,300,000,000
authorized is to be for guaranties up to $500,000,000 and for loans
made through the Export-Import Bank financed by public-debt
transactions.

Title II has a conditioned authorization for the International
Emergency Children’s Fund for $60,000,000.

Title I1I authorizes $275,000,000 for primarily military-type aid to
Greece and Turkey, under amendments to the Foreign Aid Act of 1947,
and $150,000,000 for primarily military-type aid to China, by adding
China to this title.

Title IV authorizes $420,000,000 for primarily economic aid to
China.

B. OBJECTIVES AND SAFEGUARDS

The economic aspects of the program are intended to encourage the
recovery of Europe and to assist China on the road to stabilization
of its exhausted and still war-torn economy. To this end, a new
agency, the Economic Cooperation Administration, is created, with
the responsibility and control vested in a single Administrator, who
1s to be given a rank equivalent to that of the heads of executive
departments. The Administrator is provided with the powers to
establish a corporation as an instrument for accomplishing his policy
objectives. ,

Both the military and economic aid are to be coordinated into the
broad foreign policy objectives of the United States by establishing
proper channels of consultation for the Economic Cooperation Ad-
ministration with the Secretary of State, both at home and abroad,
and by vesting control of funds for all foreign aid in the hands of the
President.

A number of safeguards have been introduced to assure that the
money appropriated to both ends will be administered properly and
will be adequately accounted for. Other conditions have been at-
tached to secure protection of the domestic economy of the United
States from impairment. Still other conditions for fulfillment by
the recipient countries have been attached to both the initiation of
aid and its continuation.

Primary emphasis is placed throughout the bill on encouraging the
participating nations to help themselves and each other. The
Administrator is charged with securing through the agreements
negotiated by the Department of State the protection of the primary
purposes of the bill, including also recognition of the drain of this
program on the natural resources of the United States, the equitable
access of private enterprise to the development and purchase of raw
materials abroad, and repayment, insofar as practicable, through the
development of new or increased production of strategic materials
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FOREIGN ASSISTANCE ACT OF 1948 3

for stock-piling by the United States, or by other means. It is
recognized, however, that the larger portion of foreign aid must be
in terms of what amount to grants, for which payment is not made,
since the local currencies received are to be used only for the benefit
of the countries receiving the aid, and on terms to which both they
and the United States agree.

IT. BACKGROUND

Almost 3 years after VE-day, the peace and freedom for which the
largest-scale war in history was fought are seriously endangered.
Many of the nations which were freed from the yoke of Hitler in the
west or of Japan in the east either have already fallen or are in danger
of falling under the domination of communism controlled by Russia.

The exhaustion into which Europe and China particularly have
fallen has had added to it the additional burden of resisting aggression
in new and subtle forms, through the use of fifth columns, aided by
intimidation and in some cases by armed incursions from outside.
These incursions have been most obvious in the case of Greece, but
the same pattern is rapidly developing in China and Korea and may
be expected wherever weakness and internal divisions give a prospect
of its success.

The United States, which has sacrificed more than $300,000,000,000
in achieving victory in the war and has already devoted sums approx-
imating $20,000,000,000 in the postwar efforts to establish peace and
prosperity, is now called upon to make an effort less extensive in scope
and magnitude but of equally critical importance to the survival of a
free world.

A. THE NEED OF AID

The pressing character of the time factor for action is illustrated in
each succeeding day’s headlines. The danger of the pervasion of all
Europe by a sense of fear and hopelessness in the face of the by now
completely obvious tactics of communism can only be met by a firm
decision and a willingness to adopt at once the necessary measures to
reverse this trend. Approaching elections in European countries will
be of the most critical character yet confronted in the postwar period.
The assurance of immediate and further aid by the United States,
coupled with the unmistakable intention to assist those areas most in
danger of military incorporation or civil war, inspired and sustained
from outside, will be perhaps a determining factor in the outcome of
these critical elections.

It is unnecessary to paint the picture of the alternative with which
this country would be faced, should the few great critical barriers to
the march of communism disappear. Past and present sacrifices of
an economic character would be small indeed compared to the burden
which this Nation would have to assume in such a world. The very
survival of the United States would be more seriously at stake than
at any other time in its history. Faced with this prospect, there can
be but one choice: to extend the aid necessary in both economic and
military spheres. A calculated risk, is has been called. But such a
risk is no risk, compared to the grim certainty of the alternative.

The committee is convinced that aid of a military character to
Greece, Turkey, and China is absolutely essential at this time to protect
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4 FOREIGN ASSISTANCE ACT OF 1948

the conditions without which economic aid may be completely futile.
It is for that reason that it has incorporated the military aid in the
same bill with the economic. It has also felt the necessity for putting
mto the bill the major programs for economic aid which demand
integration under a single administrator and the swiftest possible
initiation. It calls attention, however, to the fact that other programs
of aid are still in prospect for consideration in this session of the
Congress. The sum total of aid for the mere prevention of disease
and unrest in Germany and the other occupied areas will exceed 1.4
billion dollars.

There are additional programs of which the administration has
given notice which may involve an increase of the capital of the
Export-Import Bank by an amount of $500,000,000 for loans to
Latin America, and the request for additional funds for recovery in
Japan and Korea over and above the administration’s GARIOA
program, which is included in the disease and unrest figures above,
amounts to $220,000,000. The sum total of aid proposed for author-
ization for the 12-month period including the cost of maintaining our
present military establishment abroad is about $9,000,000,000, as
detailed in the authorization section of this report.

The committee recommends the present bill and authorization as
the immediately necessary combination of military and economic aid.
At the same time the committee is convinced of the utility as well as
the high moral obligation to continue the only current effort in inter-
national relief under the aegis of the United Nations—its propor-
tionate contribution to the International Emergency Children’s Fund.
This fund is keeping alive 4,000,000 children for the future. It is the
irrefutable proof, to those it reaches despite the iron curtain, of the
peaceful and humane aims of the United States.

B. DEVELOPMENT OF AMERICAN POLICY SINCE THE WAR

The effort to achieve stability in the world has included making
available on order paid to foreign countries four main categories of
ald to date: (1) The completing of pipe line lend-lease in the postwar
period; (2) the disposal of tremendous quantities of surplus war assets
and property abroad at very low figures; (3) the relief assistance given
through UNRRA, through private channels of relief (running into
sums approximately one-fifth as large as the United States contribution
to UNRRA 1itself); (4) assistance to prevent disease and unrest as-
sistance in occupied areas; and (5) loans made either through the
Export-Import Bank, the Bank of International Reconstruction and
Development operating primarily with American capital, through
private investment, and through the contributions of the United States
to the International Monetary Fund, which has so far come into only
limited use.

These efforts have not succeeded in arresting deterioration in some
countries, though they have brought others to a production level
equal to or greater than that of prewar. Against the background of
destruction and loss of capital assets by these nations, however, this
production has not been adequate both to make good the starved
level of years of wartime privation and deterioration and at the same
time to reestablish the necessary exports to achieve a healthy balance
of trade. The relief efforts of the United States have prevented
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FOREIGN ASSISTANCE ACT OF 1948 5

what would otherwise have been mass starvation and complete collapse
of the economies both in the countries now under Russian domination
and in those liberated during the war and still free.

Almost 3 years have now been spent in trying to secure a basis of
peace and free cooperation from Russia in the rebuilding of these
economies with a record of continuing frustration and of the draining
of resources by Russia from the countries which the United States
was at the same time aiding. The contributing factor of the con-
tinuing stagnation of the German economy, more serious even than
that of Japan and the Far East in its effect on the general level of
world prosperity, deserves serious attention and immediate remedy.

This state of affairs now seems belatedly to have been recognized,
though the necessary steps to implement the major decisions of policy
remain to be taken. Without the restoration of German productivity,
there will be not only a continuing drain on the taxpayer of the United
States, but also an irremediable gap in the chain of the necessary
factors leading to European and world recovery.

C. CONGRESSIONAL ACTION

The recognition by Congress of the true nature of developments
in Europe and an analysis of the critical defects in the attacks being
made on European recovery problems can be verified by a long succes-
sion of congressional reports, proceeding from both standing and
select committees of both Houses. Authorized by a House resolution
adopted July 17, 1945, a Committee on Foreign Affairs subcommittee
made a study trip in the fall of that year and reported to the Congress
its findings on political and economic conditions in eastern Europe
and the Mediterranean area.

The Committee on Foreign Affairs, prior to the Harvard speech
of Secretary of State Marshall in June 1947, had initiated an inquiry
among the executive departments. This inquiry resulted in the pub-
lication of the report of its subcommittee No. 2 on foreign economic
policy, Needs, Limits, and Sources of American Aid to Foreign Coun-
tries; Supplementary Sources From Self-Help and Other Countries,
shortly after Secretary Marshall’s proposal. The House established
also, in July 1947, the Select Committee on Foreign Aid, proposed
by House Resolution 296, introduced on April 12, 1947, by Repre-
sentative Christian Herter. This committee, under the chairmanship
of the chairman of the Foreign Affairs Committee, was established to
study the actual and prospective needs for foreign aid; the resources
and facilities available to meet such needs, both within and without
the United States; existing or contemplated agencies of all types
qualified to deal with such needs; and measures to assist in assessing
relative needs and correlating United States assistance without
weakening the domestic economy.

Studies by the House Committee on Foreign Affairs, particularly
those on the political conditions in Europe, the Middle East, on the
tactics and strategy of world communism, and on Japan, Korea,
and China, as well as the numerous reports of the Select Committee
on Foreign Aid, have provided information on which Congress has
been able to assess the proposals of the administration and the several
studies proceeding from the executive departments (the Krug report,
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6 FOREIGN ASSISTANCE ACT OF 1948

the Harriman report, and the report of the Council of Economic
Advisers).

President Truman, by his special messages to Congress in December
1947, requested the authorization of a program amounting to $17,000,-
000,000 for the period April 1, 1948, to June 30, 1952, and with recom-
mendation of an appropriation of 6.8 billion dollars for the 15-month
period April 1, 1948, to June 30, 1949.

The Congress, in response to his request of November 17, 1947, for
$597,000,000 for interim aid to France, Italy, Austria, appropriated
$522,000,000 of $597,000,000 authorized, with the additional inelusion
of China in the program.

The Senate, in response to the President’s request for the appro-
priation of 6.8 billion dollars for the 15-month period, passed, on
March 13, this bill authorizing the appropriation of 5.3 billion dollars
for a 12-month period, of which $3,000,000,000 was to be taken from this
year’s Treasury surplus and put in a special trust fund. It added to
the recommendations of the President, as to administration, the types
of agreements to be made and financial arrangements to be embodied
in the new program. Numerous additional safeguards were included;
and the Administrator, as head of an independent agency, was put
on a parallel with the heads of the existing executive departments.
Certain provisions were inserted to assure that, while the Department
of State should be adequately protected in its control of foreign
policy, the resolution of possible differences between that Department,
in its concern for over-all foreign policy, and the Administrator, in
his preoccupation with economic matters, should be referred to the
President for settlement. It added a public advisory body to consult
with the Administrator on the performance of his functions and policies
in connection therewith. The Senate bill formed the basis for the
revisions and amendments which are contained in the bill now re-
ported to the House.

The Committee on Foreign Affairs at the beginning of the regular
session in January adopted the following motion:

That the committee proceed with hearings on United States foreign policy for a
postwar recovery program, and that the first step be consideration of proposals

for a European recovery program, including H. R. 4840 and H. R. 4579 and
similar measures.

The committee had before it at that time both the administration
bill (H. R. 4840) which accompanied the President’s message and was
introduced by the committee’s chairman, Mr. Eaton, and the Herter
bill (H. R. 4579). The decision to treat the whole problem of the
restoration of war-torn economies, to include China as well as Europe,
came not only from logical considerations but also from the painful
experience of the committee in receiving from the administration a
long succession of ‘“‘piecemeal” programs, each with a separate time-
table of emergency, without any adequate total program, either as to
scope or commitments.

The committee held hearings from December 17 to March 10,
inclusive.

Appendix I contains a description of the hearings and lists the
witnesses.
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FOREIGN ASSISTANCE ACT OF 1948 £

D. DOCUMENTATION

In addition to the reports of the executive department, of the
President’s committee, which included distinguished public figures,
and of the studies made by the House committees mentioned above;
congressional experience in the previous foreign-aid legislation, such
as postwar lend-lease, UNRRA, interim aid, and so forth, had afforded
a broad background of experience in assessing the foreign claims. Of
particular value, however, were the extensive studies of the availa-
bilities of items in short supply both in the United States and in the
world, and the elaborate documentation by the Department of State
in the presentation of the administration program following the report
of the 16 countries of the Committee on European Economic Coopera-
tion meeting in Paris. This included a break-down both in terms of
commodities and countries. (See tables in appendix II.)

The sheer bulk of this material reached proportions probably never
before achieved in a congressional study of pending legislation and its
brief analysis into simple components has presented great difficulties.
The subsequent analysis that is offered in this report of the dollar
requirements of European countries and of a few selected commodities,
as well as the dollar availabilities'and the capacity of other countries
to assist in the programs for European and world recovery, will serve
to show the inevitable range of legitimate difference between the upper
and lower limits which might be either requested or authorized. Price
factors alone could account for a sizable variation in the major items
that may run, in the case of foodstuffs, to as much as 20 percent.

The amount of assistance that may be forthcoming, without dollar
payments from other countries of the Western Hemisphere for a 12-
month period is reckoned at $700,000,000 in the estimates of the
Department of State, but a larger figure might conceivably be
achieved. Similarly limited availabilities of steel and petroleum and
perhaps the impossibility of scheduling capital equipment at the rate
anticipated might considerably reduce requirements for the first 12-
month period.

On the other hand, the variations in price may go up because of a
bad crop year, as well as down, and any delays in the inauguration of
the program or an interruption to the pipe line of supplies, or serious
political disturbances in the countries concerned might render more
ald necessary. It also seems likely that estimates for exports from
certain of these countries have been exaggerated, and the same con-
clusion may be reached as to the figures for imports to CEEC countries
from eastern Europe.

On the whole the committee took the view that, from its study of
the documents concerned, the safe plan was to rely upon sound ad-
ministration not to spend the sums appropriated wastefully or in-
efficiently, and therefore to cover the reasonable requirements in full
so as to allow for the margin of error possible in any such large-scale
program in so unsettled a world. Sums not expended during the
first year would reduce the need of appropriations in subsequent years.

On the other hand, the speed and efficiency with which capital
development could be achieved and maximum restoration of econ-
omies encouraged by the earliest possible application of aid, would
serve to decrease the need in later years. The best safeguard for the
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8 FOREIGN ASSISTANCE ACT OF 1948

success of the program would therefore be adequate aid as rapidly as
possible. '

The studies on the administrative aspect of the program which
have been made by the Select Committee on Foreign Aid as well
as by the Harriman committee and the executive departments were
supplamented by the report submitted by the Brookings Institution
at the request of the chairman of the Committee on Foreign Relations
of the Senate.

The hearings of the Committee on Foreign Affairs served very use-
fully to develop and criticize the proposals made in these various
studies, both with respect to the adequacy of the machinery proposed
and the powers that would have to be vested in the Administrator.
It was as a result of these hearings that the committee reached their
decision to empower the Administrator, in his discretion, to set up
under his policy control, a corporation, in order to perform in as
businesslike a manner as possible functions and responsibilities im-
posed upon him by this bill.

A selection of the major tables which will be of use to the House
in its study of the proposed legislation is attached as appendix II to
this report, together with maps showing the extension of Communist
control in Europe and in Asia, appendix III.

E. DIFFICULTIES AND PROGRESS IN EUROPE

In addition to the exhaustion and destruction of the war which
has affected directly and indirectly all the countries involved in the
legislation, the factors noted below have contributed to the continuing
distress of the European economy:

(a) The first factor is the systematic efforts of Russia to disrupt the
economies and unsettle or destroy the governments which were not
under its direction—the open intention to frustrate in every possible
way the recovery program cooperatively undertaken by the countries
of western Europe at Paris was revealed by the countermanding of
efforts of several of the countries of eastern Europe to participate in
the program. This intention was underlined by the characteristic
attack made by one of the leading members of the Politburo, Mr.
Zhdanov, in inaugurating the Cominform in Warsaw in October 1947.
The immobilization of Germany has resulted in major part from the
impossibility of securing the cooperation of Russia. Action in the
western zones and the settlement of the reparations problem have
been delayed, and the usual tactics of Communist-inspired strikes
and political sabotage have been pursued in all the key countries of
Europe. Eastern Europe has been effectively diverted from its
normal channels of trade to the great loss of the west.

(b) The second factor involves displacement of population, includ-
ing the pushing of millions of nonproductive Germans from the eastern
zone into the western zones; the 8-percent increase in the population
of Europe in spite of the destruction of war; the dislocation of numerous
refugees from totalitarianism, both Fascist and Communist; the deten-
tion of millions of war prisoners in Russia and a very large number in
France and England, even up to the present time; and the lack of
free movement for needed manpower from countries with a surplus
like Italy to nations in serious need, have all contributed to economic
distress. The particular distress of Greece can be illustrated by the
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FOREIGN ASSISTANCE ACT OF 1948 9

fact that nearly 500,000 refugees from the territories subject to Com-
munist incursion constitute a problem that renders any purely eco-
nomic solution impossible.

(¢) The third factor rises from the fact that agricultural production
has been subject not only to the inevitable deterioration of soil due
to lack of fertilizer and overuse during the war, but, during the last
2 years, to severe drought and in the last year to a devastating winter
with subsequent floods. The agricultural production of eastern Europe
as well as the food production of some colonial areas of previous im-
portance were also lost in considerable measure. The former was due
to the cutting-off of any surplus from export by the trade policies
imposed, and the surpluses themselves tended to disappear because
of the quartering on. these areas of large numbers of Russian soldiers
or the building up of so-called local security forces and armies under
Soviet control. In addition, the land policy with its division of
holdings into very small units tended to reduce the exportable agri-
cultural surpluses.

(d) The fourth factor involves the physical deterioration of a war-
strained machinery and the overuse in many cases approximated the
destruction of actual war damage. The loss of productive skills was
a peculiarly serious factor in mining, as the recruitment of young and
strong miners had been seriously affected by the war mobilization
and by the subsequent movement of populations.

(¢) The fifth factor, the inevitable concomitant of all the above
factors, is inflation, the product of political instability and lack of
production, as well as the inability to move goods from normal trade
channels. The standards of production of western Europe were,
next to our own and those of Canada, probably the highest in the
world in the prewar period. Under the impact of the factors men-
tioned above, the 250,000,000 people, in round figures, who are con-
tained in western Europe, produce less than one-half of our own na-
tional income. Since Europe was on balance necessarily heavily
dependent on imports, the world-wide inflation which had increased
the costs of primary products particularly, has borne heavily upon the
whole European economy. The result has been an overwhelming
demand for the few sound currencies remaining in existence and in
particular the dollar, since it represented the productive capacity
which all nations needed.

The countries of Europe today are existing on a dietary level below
the standard which permits an adequate day’s labor. In Germany
the level is below that of a bare subsistence diet and in all the countries
of Europe infiation has prevented the farmer from being willing to
supply the city dweller with the food which was available. Unless
and until more goods can be produced, no remedy is possible for black-
anarket conditions and for general inflation with its attendant political

angers.

It would be a very one-sided picture, however, to suggest that
Europe has not made substantial and steady progress toward putting
its own house in order. Italy, under the most difficult conditions
and with an industrial production level still only about 75 percent of
prewar, has brought inflation under some control and has actually
begun to move toward a stable currency. The French position has
been improved in spite of the serious strikes and political disorders
which parallel the Communist attempts in Italy and were timed
mainly at the very outset of the interim-aid program in December.
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10 FOREIGN ASSISTANCE ACT OF 1948

The Scandinavian countries have made substantial and steady progress
toward recovery and the three countries which comprise the Benelux
union (Belgium, Netherlands, Luxemburg) have made remarkable
progress toward economic recovery and political stability.

England, in spite of the severe difficulties due to the lack of adequate
exports, the loss of India and Burma, and the sacrifice of its foreign
holdings through the war, together with the creation of a tremendous
debt in blocked sterling, has with the help of large-scale American aid,
mecreased its industrial production 20 percent above the prewar level
and maintains complete political stability.

The production of western Germany, which has reached only about
35 percent of its prewar level, served to bring down the whole produc-
tion index of the countries of western Europe which had, in the main,
achieved roughly parity with prewar production, although with the
Increase in population the per capita national income of the partici-
pating countries fell considerably below the 1938 level.

Throughout western Europe steady progress was made in the
restoration of transportation, including ocean shipping, and in the
output of coal and the production of hydroelectric power. Actually
hydroelectric power in 1948 was increased on the continent of Kurope
by nearly 40 percent over 1938. With the development of the colonies
of Europe and the restoration of trade with countries with exportable
surpluses of food and primary products, particularly with Latin
America and the British Dominions, the need for extraordinary out-
side aid should tend progressively to disappear. If political and
economic stability can be achieved in Europe, the Middle and Far
East, we can look forward to the resumption of a normal and healthy
trade which will permit the maintenance of high levels of production
in this country as well as the rest of the world. Serious difficulties
will, of course, remain until coal production is increased according
to the programs set forth in the CEEC report. Petroleum, too, will
furnish peculiar difficulties which are not rendered easier by the exist-
ing threats of political chaos in the Middle East, centering on Palestine.
The whole European recovery program depends in considerable
measure on the development of the exportable oil of the Middle East
in the next 3 or 4 years, since, without oil, not only its industrial users
but transportation will be seriously crippled.

The important point is that all the problems which Europe faces
are capable of solution at least if the western half of Europe acts in
cooperation and with an increasing measure of political and economie
unity. In order to be able to defend itself against the encroachments
of communism it must have the basic conditions of political security
and economic health. The recovery of Europe, painfully initiated
since the war, is now at a critical turning point. It may go forward
with increasing tempo or it may lose ground with appalling rapidity.

F. JOINT MEASURES

The report of the Select Committee on Foreign Aid, What Western
Europe Can Do For Itself (preliminary Rept. No. 14), showed a
number of examples of steps already taken by European countries to
facilitate joint efforts toward recovery. The functioning of the Inland
Transport Organization, although beset with difficulties in the return
of cars from eastern Europe and by the blocking of much inland water
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transport, has nevertheless made substantial progress toward the
goal of restoring the operating rail system of Europe as an integrated
whole, at least in the CEEC countries. Efforts are also being made
with some success to integrate developmental schemes for the trans-
mission of electric power through a grid system organized by western
Europe, though with insufficient emphasis on the German participa-
tion in such a development.

In addition to these practical efforts at integrating the economy in
some of its most basic factors, the following steps have been taken:

(@) A study committee on customs union, established first at the
CEEC conference, has been set up to examine the possibility of a com-
mon customs union among all the countries represented. This effort is
in its initial stages and is encountering the natural difficulties, but it has
been supplemented by the actual entering into effect of the Benelux
customs union on January 1, 1948. Denmark, Iceland, Norway, and
Sweden are also projecting a similar customs union, and France and
Italy, as well as Greece and Turkey, are undertaking bilateral nego-
tiations to the same effect. In times when the government regulation
of imports through the application of quota systems and foreign-ex-
change controls is so rigid as is almost necessarily the case with
strained economies and general dangers of inflation, the mere initia-
tion of a customs union does not accomplish sweeping economic effects.’
It is, however, a necessary step in the direction of progress toward
real economic unity which will provide free movement of manpower,
labor, capital, and goods across national frontiers.

It is noteworthy that a recognition of the political corollary has
already been recognized in the recent meeting of the five countries—
Britain, France, Belgium, Netherlands, Luxembourg—which on
March 17, 1948, entered into a 50-year mutual-assistance pact,
which included both provisions for mutual defense against aggression
in Europe and for increased measures of economic and political
cooperation.

(b) The Economic Commission for Europe of the United Nations
has taken over the European Coal Organization and the Inland
Transport Organization, and has engaged in some measure of studying
the possibilities of systematic cooperation between European coun-
tries, particularly those of western Kurope. Five of the sixteen
countries of CEEC are not members of the United Nations, but they
have nevertheless been invited to the committee meetings of the
Economic Commission for Europe.

It seems unlikely, however, that an organization under the aegis
of the United Nations can provide the close cooperation and stronger
central organization that is an obvious requisite for western European
economic recovery as well as adequate defense against the threat
from the east. ;

Recognition of this fact and of the possible desirability of read-
mitting Spain to the family of western European nations seems to
be growing among the countries of western Europe and is certainly
manifesting itself in opinion in the United States.

Any such European union or western union, as it has been called
by Mr. Bevin, the British Secretary of State for Foreign Affairs, in
a highly significant recent speech, would require for its success the
effective mobilization and joint development of colonial resources,
including free and equal access to United States private enterprise.
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Unless the European colonial countries are able and willing to open
up their colonies for such joint development, any western European
union will lack the necessary resources. Similarly, the failure to
mobilize the full productive capacity of the Ruhr would be a fatal
block to recovery.

(c) The clearinghouse which was set up on the recommendation of
the Financial Committee of the CEEC conference for intra-European
balances has been initiated since January 19, 1948. Although it is so
far operating in only a limited way through the Bank for International
Settlements, it shows the possibility of a development which will be
tremendously facilitated by the European recovery program.

G. SUMMARY

As a result of the study of the foregoing factors, the committee has
set forth as the object of the recovery program the purposes stated in
the preamble of the bill. It has included the conditions undertaken
by the CEEC countries voluntarily in their Paris Conference. It
recognizes that the success of the program rests upon the willingness
and good faith of these countries in carrying out their pledges both to
help themselves and to help each other. It specifically provides that
.t{le continuance of the program depends upon the fulfillment of these
pledges.

The committee has concluded that the program is necessary to
prevent the United States from being confronted with a world so
unbalanced and hostile as to present almost insuperable burdens to
the people of the United States in the future, if Europe is not once
more rendered free and adequately strong, both in its political and
economic life. The same consideration has led the committee to
include China as a barrier in the Far East against the further en-
croachments of communism and the domination of the world by
Moscow.

The committee is convinced that in cases where civil war and
Communist aggression are present, as in China and Greece, and
external threats are dangerous, as in Greece and Turkey, military-
type aid is required to insure the effectiveness of economic aid. It
has therefore concluded that the prompt enactment of the compre-
hensive program embodied in the Foreign Assistance Act of 1948, as
amended by your committee, is essential to the security and prosperity
of the United States and to the establishment and preservation of
world peace.

I1I. EsTiMATES OF PROPOSED AUTHORIZATIONS
A. AUTHORIZATIONS SUMMARIZED

The House bill would provide for authorizations of appropriations
amounting to $5,205,000,000 to cover the following:

Amount Period

European recovery program _________ $4, 300, 000, 000 | 12 months following enactment.

Economic assistance to China_._.___ 420, 000, 000 | 15 months ending June 30, 1949,

GrpakiTurkish ald - o i aacbes 275,000,000 | Added ﬂtodexisting authorization; no terminal date
specified.

Military aid to China_ _ . _______._._. 150, 000, 000 | 15 months ending June 30, 1949.

International Children’s Fund._____ 60, 000, 000 | 12 months ending June 30, 1949 (contingent upon
contributions by other countries).
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In addition, the bill provides for an increase of $1,000,000,000 in
the borrowing power of the Export-Import Bank, bringing the total
number of new dollars to be made available for foreign aid under this
legislation to $6,205,000,000.

The bill does not cover tae cost of the ‘““disease and unrest’’ program
in occupied areas, the cost of the present United States military estab-
lishment abroad, nor increased lending capacity of the Export-Import
Bank for loans to Latin America. The present bill, together with these
additional programs, involves a total of $9,316,000,000.

Recapitulation of estimated cost of existing and contemplated foreign financial

commaitments

1. Proposed ‘‘Foreign Assistance Act of 1948:
European recovery program: Miilion
Authorization .of appropriations___________________ $4, 300
For loans by Export-Import Bank_ _ ______________ 1, 000

China:
EoananiciaBBiBIANee L 2 o el R SRR 420
Mallbaryviassigtanee v o oo h. Coen o To L L 150
D e S e s e maad ol S SR LS I i 275
International Ohildren’s Fund . L. .. .. . . 1.l __ 60
SEERES 0 8 ¢ MR o L S Nl L B L B U $6, 205

2. Disease and unrest program in occupied areas ! (included in the
Army’s budget):

S R T e e e W b N i N R SR B $836
Japanand Ryukyus: - . . . 1. G el e L 487
DA o ety e 4T e GRS U N SN NI O S ST 134
T i e X G R R e i S e U IO N 8
gt g e T 4 e RO I T PR Lt 16
Pl TS T T A TR ot el AR L i Lo o O WS- Y 2
S N e O S YO R R L Y 1, 483

(Approximately $95,000,000 of this represents adminis-
trative costs; the remainder is for the purchase of relief
supplies.)

3. Present U. 8. Military Establishment abroad (included
in the President’s budget for fiscal 1949):

ST o R S RN TP UL et . WO $256
e R P S SRR A S S LT Ch LAY S L 36
dBPRIRRR Byakeyus t oo 0 L RS R 344
T e R e WA SIS QRTINS ROt KR Pl 192
Eatinrateth Air-Corpe eost. Lo ol ot fr Sodii oo 150
10,1510 N PR IPet TR vt L St T LR AR T 908
4. Other contemplated economic foreign aid: -
Economic reconstruction (Japan and Koyea) ______ R L $220
Export-Import Bank (increase in lending capacity for
Eatin~AroericAn 10808) .o o i et o s laanall LS RS 500
#1771 < TANEebis T ARG R ol Sl Sor AR, A o Al e e 720
Grand BotalL - oo i e i S EEN GRS 9, 316

Nore.—While not all of these are 12-month authorizations and expenditures
from others are contingencies, the total represents an amount which should be
considered as a possible 1-year expenditure for foreign activities.

1 These estimates for the April to April period are based on the assumption that the $150,000,000 remaining
of the 1948 authorization is appropriated (now before House Appropriations Committee) and that the 194849
authorization ($1,250,000,000) is approved.

The administration requested $570,000,000 for economic aid for
China for the next 15 months. The present bill cuts this to $420,000,-
000, but adds $150,000,000 for military assistance.

732569—48——2
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Other contemplated economic aid, including $220,000,000 for Korea
and Japan and an increase in the lendmw power of the Export-Import
Bank for Latin-American loans amountmg to $500,000,000 are not
included in the bill since they are of less urgency than the needs
therein specified.

The President has asked the Congress to appropriate $55,000,000 of
interim aid funds already authorized but not yet approprlated to take
care of urgent western European needs from April 1, 1948, to the
effective date of the E furopean recovery program. Since this is already
authorized 1t is not included in the recapitulation presented above.

B. DOLLAR REQUIREMENTS OF THE EUROPEAN RECOVERY PROGRAM

Estimates of the volume and kinds of commodities that will, in fact,
be required to enable the countries of western Europe to effect eco-
nomic reconstruction are necessarily subject to wide margins of error
owing to the variety of assumptions upon which the estimates are
made, including possible changes in prices, crop conditions, and
avallablhty of supplies.

‘“Economic reconstruction” is a concept that can, and does, serve
as a useful over-all target. In and of itself, however, it provides no
yvardstick as to detailed requirements. ‘Recovery’”’ does not mean
that Europe should recover exactly what it had before the war.
Indeed, in certain respects, the prewar economies of certain European
countries left much to be desired. At the very heart of the philosophy
of the European recovery program lies the hope that western Europe
will develop on a continental, or at least a group, basis rather than
along the lines of national self-sufficiencies. What is hoped for 1is
voluntary action on the part of those countries that will make them
economically self-supporting as opposed to economically self-sufficient.

For such an objective there clearly can be no advance pattern. To
have one, and to establish the controls and means of enforcement that
would be necessary to bring it into being, would necessitate the use
of some of the very kinds of outside pressures to which the United
States and other democratic nations are unalterably opposed.

C. WORK OF THE PARIS CONFERENCE

When the representatives of the 16 participating European coun-
tries met in Paris, following the sugwoqtlon made by Secretary of State
Marshall in his bpecch of June 5 , 1947, they were confronted by the
necessity of working out a joint progl am for their own recovery. They
then had to match the commodity and equipment requirements of
such a program against their own resources so as to arrive at estimates
of needs from non-Kuropean sources.

The remarkable fact is, not that the figures that their experts
worked up can in many cases be questioned, nor that they left much
to be desired in allowing for regional, as opposed to nationalistic,
development, but mthm t;hat th(-v were able to agree upon :mvtlmw
at all definitive. Kqually noteworthy was the fact that they were
able to (10 it in a relatively short time. The spc(‘d with which the
report was turned out undoubtedly accounts for its omissions and
ambmmtlo

Such an accomphshmont was made possible by the establishment
of a number of technical subcommittees which, largely through the
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use of questionnaires addressed to the participating countries, pre-
pared reports on requirements and production in the fields of food
and agriculture, fuels and power, iron and steel, transport, timber,
and manpower. The final report of the Paris Conference (known as
the Report of the Committee of European Economic Cooperation or,
more briefly, as the CEEC report) was transmitted to the United
States Department of State on September 22, 1947, and shortly there-
after was made public.

The reports and findings of the technical subcommittees were turned
over to a Balance-of-Payments Subcommittee that used them to
construct an over-all balance-of-payments picture. Comparison of
the various sections of the CEEC report is rendered difficult for a
number of reasons, an important one of which is that the reports of the
technical commodity subcommittees included estimates of the needs
and availabilities of the dependent overseas territories of the United
Kingdom, France, Netherlands, and Belgium, whereas the over-all
balance-of-payments figures apply to the mother countries only.
Comparison of the various parts of the CEEC report with one another,
or with the Administration’s ‘““Outline’”’ (Proposals of the U. S.
Executive Departments), which includes the dependent territories in
its estimates of requirements, is therefore a difficult task.

The Paris Conference estimated that the 16 participating countries
would have a net balance-of-payments deficit with the American Conti-
nent in 1948 amounting to approximately 7.6 billion dollars. It was
estimated that, in addition, the combined deficit of their overseas de-
pendent territories would amount to $460,000,000 bringing the total
deficit of the participating countries and their overseas territories to a
little more than 8.0 billion dollars.

They then estimated that the International Bank for Reconstruc-
tion and Development would be able to finance capital equipment
(other than agricultural and mining machinery) amounting to about
$900,000,000, thereby leaving to be financed a net over-all deficit of
7.1 billion dollars.

D. SCREENING BY UNITED STATES EXPERTS

Experts in the various departments of the United States Govern-
ment were immediately impressed by the fact that the requirement
figures had been inadequately screened, both in the light of the needs
themselves and the availabilities of certain of the items in short sup-
ply. In fact, because of the nature and speed of the operation, about
all that the Paris Conference had been able to do was to add up the
individual country estimates of commodity requirements and present
the totals as the needs of the entire area. Such a procedure, obviously,
fails to discount the natural tendency to overstate national require-
ments. It also tends to inflate the requirements of national economic
ambition as contrasted with the needs of the nations as members of
a closely coordinated economic group.

Upon receipt of the report of the Paris Conference the State Depart-
ment created a number of interdepartmental commodity committees
to review the data. In general they paralleled the technical com-
mittees that had been set up at Paris with several additions. All of
them except that on petroleum, were headed by experts from either
the Department of Agriculture or the Department of Commerce.
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The data on petroleum were reviewed by the already-existing inter-
departmental committee headed by an expert from the Department
of State. Interdepartmental “country’” committees were also estab-
lished together with a working group on the over-all balance of pay-
ments picture.

The commodity committees first concentrated on minimum require-
ments without regard to availabilities. With regard to food, account
was taken of the needs of the various populations on the bases of
calorie intake, the need of proteins and fats and oils, and of historical
differences in living standards. Emphasis was then shifted to esti-
mates of European indigenous production and the possibilities of
intra-Kuropean trade. The net requirements of the 16 countries, as
a group, were finally set against estimated global availabilities.

In some cases the requirement figures were scaled down because of
world shortages and substitutions of goods in more abundant supply
made. Thus, the requirements figure for bread grains was cut to 79
percent of the CEEC figure, but the figure for processed milk was
increased over the CEEC estimate by 44 percent. Similarly, the
estimated requirement of 1,400,000 tons of steel scrap was eliminated
altogether and in substitution for it the estimated requirement for
finished steel was increased from 449,000 to 1,200,000 tons.

To assist in this phase of the work a number of the European
technical experts who had assembled the original CEEC data at
Paris were called to Washington to answer questions by the United
States experts.

Throughout all of the work the experts relied heavily upon the
reports of the Krug, Nourse, and Harriman committees. In some
cases supplemental questionnaires were circulated to the participating
countries in order to round out what had been provided by the
experts at Paris. In general, estimates were first made in terms of
physical quantities which were later translated into dollar equivalents.

The work of these committees served as the basis of the adminis-
tration’s Outline of European Recovery Program which was submitted
by the Department of State to the Congress, together with the
administration’s proposed draft legislation, on December 19, 1947.

E. THE ADMINISTRATION PROGRAM

Consideration of the problem of United States financing of the
European recovery program for the first 10 months involves five basic
factors:

(@) The estimated dollar deficit of the participating countries
over the 15-month period, April 1948 to June 30, 1949, with the
Western Hemisphere.

(b) Dollar funds which the participating countries might be
expected to obtain from sources other than new United States
funds.

(¢) Additional funds ($200,000,000) needed to build up the
volume of shipments from the Western Hemisphere to western
Europe.

(d) Segregation of authorized funds as between the Depart-
ment of the Army and the Economic Cooperation Administration.

(e) Reducing the financial requirements from a 15-month basis,
as presented by the executive branch, to a 12-month period.
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The estimated balance-of-payments deficit of the participating
countries, including western Germany, with the Western Hemisphere
for the 15-month period, April 1, 1948, to June 30, 1949, is 8.5 billion
dollars. An additional $200,000,000 was included to cover a portion
of the uncovered deficit of bizonal Germany with nonparticipating
countries outside the Western Hemisphere. The dollar deficit of the
participating countries to be financed, therefore, is about 8.7 billion
dollars.

The executive branch estimated that almost 1.3 billion dollars of
dollar funds could be obtained in this 15-month period from the
International Bank, the Export-Import Bank, private investors, and
by credits extended by other Western Hemisphere countries and cer-
tain of the participating countries. Deducting that 1.3 billion dollars
from the uncovered dollar deficit of 8.7 billion dollars leaves 7.4 billion
dollars of financing which would have to be met by new funds from
the United States.

The executive branch, in rounding out its estimates, also had to
take account of the increased flow of goods from the Western Hemi-
sphere to the participating countries. Of the shipments going for-
ward in the 15-month period, an estimated $600,000,000 was in the
pipe line at the start of this period. The rate of shipments would
increase during the period. In order to sustain that increased rate
of shipments, the executive branch estimated that $800,000,000 would
be in the pipe line as of June 30, 1949. This net increase of
$200,000,000 in the pipe line would also have to be financed with new
United States funds, making 7.6 billion dollars in all.

This dollar deficit of 7.6 billion dollars for the 15-month period, the
executive branch recommended, should be financed by appropriating
about $800,000,000, as part of the Department of the Army’s budget
to prevent disease and unrest in occupied areas, and 6.8 billion dollars
to the European recovery program.

F. ADJUSTING THE FINANCIAL REQUIREMENTS FROM 15 TO 12 MONTHS

The executive branch also submitted estimates of an illustrative
pattern of obligations, shipments, and expenditures which might take
place in the actual operation of a 6.8 billion dollar European recovery
program in the 15-month period. Estimatd shipments financed by
new United States funds under the European recovery program would
amount to 1.5 billion dollars in the 1949 April-June quarter. Conse-
quently, when the Senate reduced the initial period of the program from
15 to 12 months, this 1.5 billion dollars was deducted from the re-
quested authorization of 6.8 billion dollars for the first 15 months.

In authorizing 5.3 billion dollars for the European recovery program
for the first 12-month period, this committee recommends that the
executive branch’s requested authorization be accepted and that the
period be adjusted from a 15- to a 12-month basis. In this manner
the basic request of the executive branch for the European recovery
program will be preserved.
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IV. DoLLar REQUIREMENTS AND AWVAILABILITIES
A. NATURE OF THE PROBLEM

Even though both the Paris Conference report and the adminis-
tration program approach the import requirements of the 16 partici-
pating countries from the point of view of individual commodity
needs, the total requirements of United States financial assistance
are closely related to the estimated combined net deficit in the balance
of international payments of those countries with the Western Hemi-
sphere. The 6.8 billion dollars requested to be authorized in the
administration program for the initial 15-month period was derived
from the estimated balance-of-payment deficit based on estimated
commodity needs, exports, and other factors as follows:

Summary of proposed financing of balance-of-payments deficit of the participating
countries, 15 months, Apr. 1, 1948, to June 30, 1949

[In millions of dollars]

1. Deficit with Western Hemisphere of all countries including western

Germany:
g R ks NG K07 T e o 1T e T AL PTG . R ST ST O (7, 962)
(indticmitent pripes fufis e 5 Sabaserl U0y Je, SN a0 o8 g 8, 527
2. Uncovered deficit of Bizonal Germany with nonparticipating coun-
tries outside the Western Hemisphere_________________________ 200
3. Hatalto be Bhaneed: iy, » i Wiy k0 | Sid ) Bl Jo b Bl 8, 727
The deficit is to be met:
4, From sources other than new U. S. Treasury funds:
(a) From International Bank and other sources in the
United Staids 1 Sk oo oo COSTIMIS STl il 500
(b) From other Western Hemisphere countries___________ 700
(¢) From participating countries on cash basis 2__________ 85
3754y oy BEUE Bk Pl T M) R R B B g0 A (AT 1L 1, 285
5. From new U. 8. Treasury funds: J
(a) Grants and loans for procurement in the United States_. 3, 805
(b) Assistance for offshore procurement_________________ 2, 615
(¢) Department of the Army GARIOA3________________ 822
Rbrenal L s M0 Fa g8 S0 SRR aRTer Sy L d b 7, 242
6. Uncovered deficit of Bizonal Germany (same as item 2 above)_____ 200
i Total U. S. Treasury financing with new funds_ ___________ 7, 442
8. Authority to obligate funds for procurement of items to be delivered
An-pubrequent AreRr AR T 2T Ul e AR el p e LI 200
9. Lotalsutbprization for BRP. 00 r b e i o o 7, 642
10. Of which to be covered by Department of Army’s appropriation
e A G T i e T W o i ol i S A0 S BT 822
4 B, Authorization requested.for BCA . L o o ol uad u 6, 820
Abgveatironnd ARt C Lo L L st el i 6, 800

! Includes disbursements from unutilized balances of existing Export-Import Bank credits as well as new
private investment and disbursements from International Bank loans whether new or already granted.

2 Represents the deficits with the Western Hemisphere of Portugal, Turkey, and Switzerland, where such
are recorded, adjusted to account for price changes. Surpluses of these countries with the Western Hemi-
sphere are not deducted from theé gross amount of the recorded deficits.

3 Government and relief in occupied areas. This is that portion of appropriation requests to be made by
téle Department of the Army to meet requirements to prevent disease and unrest in the bizonal area of

ermany.
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Some question might be raised as to whether the balance-of-pay-
ments approach is the most satisfactory approach to the problem.
Merely to balance the accounts of a country that finds itself in con-
tinued financial difficulties would not, in and of itself, assure that
fundamental and necessary corrective measures will be taken. There
is danger that if dollars are too easily forthcoming to balance the
accounts, the western European nations will fail to make the funda-
mental adjustments in their economies that are necessary to assure
essential improvement in productive efficiency. These steps include
an increase in domestic production, the lowering of trade barriers
against intra-Kuropean trade, the mitigation of exchange controls
and other devices of a nationalistic economic character, the integra-
tion of inland transport, and the rationalization of power resources.
The above estimates were based on the assumption that these steps
will be taken.

The fundamental needs of western Europe for materials and capital
equipment to accomplish some of these broad economic objectives
should be filled as promptly as possible. Such an approach shifts
the emphasis of the argument away from the precise number of dollars
needed over into the area of the general nature and administration of
the program. The corrective cooperative steps that the western
European countries should take throughout the period of recovery
are at this juncture necessarily indeterminate. Certain generaliza-
tions can be made regarding the desirability of working together, but
the precise measures that should be undertaken in each of the lines
of activity can be answered only as time passes. An alert, practical-
minded administration, therefore, is the prime requisite for the success
of the European recovery program. The more that our thinking is
geared into the ‘‘real wealth” aspects of the problem, and not merely
the financial aspects, the greater will be the likelihood that the objec-
tives of the program will be attained.

B. MOBILIZATION OF EXISTING DOLLAR RESOURCES

The administration’s program estimates that $1,285,000,000 of the
$8,727,000,000 to be financed during the first 15 months of ERP can
be met from sources other than new United States Government
funds. Of this amount, $700,000,000 is expected to be contributed in
the form of loans and grants to European recovery program countries
by Western Hemisphere countries other than the United States.
Unutilized balances of existing Export-Import Bank credits, new
private investment and disbursements from International Bank
loans (new or already granted) are estimated at $500,000,000. The
remaining $85,000,000 represents cash settlement of the expected
deficits of Portugal, Turkey, and Switzerland, whose resources of
dollars are ample.

The administration’s estimate that not more than $1,285,000,000
can be mobilized, without the liquidation of foreign investments,
seems conservative. Of course, no one can now tell to what extent
private capital can be induced to enter the foreign lending field.
Much depends upon the psychological factors involved.

(@) The International Bank.—The administration outline lumps
together the resources of the International Bank and the Export-
Import Bank and estimates that together they can provide only
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$500,000,000. In the light of information already made public this
appears to be a conservative estimate. Total gold and dollar assets
of the International Bank, as of December 31, 1947, totaled $687,-
000,000. Of this amount about $197,000,000 represented loans author-
ized but not disbursed, leaving a net free United States dollar balance
of $490,000,000. The United States is committed to a guaranty
toward repayment of securities of the Bank up to a total of $3,175,-
000,000, of which $885,000,000 have been issued to date. The re-
maining free United States guaranty thus amounts to $2,290,000,000,
and the total actual and potential United States resources of the
Bank amount to $2,780,000,000.

Although there has been testimony by qualified experts to the effect
that it will not be feasible for the International Bank to finance more
than 200 to 250 million dollars of the cost of foreign economic
recovery in the initial 12-month period, the committee believes that
this figure is too conservative and that the Bank may well be able to
support a larger figure. Much depends, of course, upon the condition
of the bond market.

There is merit in the view that the authorizations of the recovery
program should not be cut too low, in reliance upon other agencies.
But, to err in the opposite direction and to minimize the likely effec-
tiveness of instrumentalities that have already been established for
dealing with this sort of problem would be poor policy.

(b) Export-Import Bank.—No figure is given in the administration’s
plan for the Export-Import Bank as such. Its potential contribution
1s lumped together with that of the International Bank in the
$500,000,000 figure for the initial 15-month figure.

The net free lending balance of the Export-Import Bank on De-
cember 31, 1947, amounted to $497,000,000. Scheduled repayments
of loans outstanding for three quarters of 1948 and one-half of 1949
(15 months) amount to $136,000,000, and the undisbursed balance
of outstanding loans to the CEEC countries amounts to over $312,-
000,000. Total available dollar resources of the Export-Import
Bank, as of December 31, thus amounted to approximately
$845,000,000.

Relative conservatism will naturally be exercised in the extension
of Export-Import credit as such. KEven so, the inclusion of $200,000,-
000 as a likely estimate of dollar funds that might be made available
to the ERP countries by the Bank does not seem unreasonable.

(¢) Collateral loans.—Collateral already pledged by the United
Kingdom against a loan by the Reconstruction Finance Corporation
in 1941 1s presently valued at $900,000,000, although the loan itself
has been amortized from the original $425,000,000 to $176,000,000.
It has been estimated that the collateral could support a loan of as
much as $700,000,000. In addition, long-term investments in the
United States of the 16 ERP countries have been estimated by the
National Advisory Council at over 4.9 billion dollars, divided about
equally between securities and other types of property holdings.

An estimate that sufficient of this collateral might be mobilized
to service new loans amounting to $500,000,000 would seem to be
conservative.

It does not follow from this, however, that all or any of these foreign-
held investments should be liquidated to help finance the recovery
program, unless to do so would improve the balance-of-payments
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position of the foreign nations who hold them. To illustrate, if
investments held by foreign nations to the amount of $1,000,000,000
y}eld an income of, say, $40,000,000 per annum, they provide an
‘.‘mv151ble” transfer of that amount, each year, which helps pay for
imports from the United States. If such securities were to be liqui-
dated and transferred to American ownership it would eliminate this
annual foreign credit. The only justification for such liquidation
would be if the transfer of the investment to other fields were to
yield a return greater than $40,000,000 per year. Even then, it would
have to remain in foreign ownership if the annual balance-of-payments
credit were not to be eliminated. Wholesale liquidation would thus
represent a brand of “living on capital’’ that might do considerable
harm to the over-all international balance-of-payments picture and to
the economic recovery of western Europe.

This is not to say, however, that foreign-held securities should not
be used as collateral for loans by the United States. But, even so,
unless the loans are non-interest-bearing, or almost so, some of the
same objection would apply as in the case of outright liquidation.
If the annual income-yield of the collateral is used up in servicing the
new loans, the balance-of-payments credit represented by the annual
income is impaired and future income is mortgaged for currently
expendable dollars.

(d) Other Western Hemisphere countries—Information and esti-
mates regarding the part that the remainder of the Western Hemis-
phere, particularly Latin America, is expected to play in the Kuropean
recovery program are scarce.

The $700,000,000 included in the administration program as the
share to be borne by other Western Hemisphere countries seems rather
low in the light of the favorable international position of certain of
the Latin-American countries (notably Cuba, Argentina, and Brazil),
and in view of the plans to spend 1.7 billion dollars of the 6.8 billion
dollars in offshore procurement in Latin-American countries.

(e) Gold and dollar balances in excess of currency reserve.—According
to United States Treasury officials the ‘“‘excess” gold and dollar bal-
ances of Switzerland, Portugal, and Turkey amount to 1.5 billion
dollars. Since this is ‘“free” gold, in the sense that it is not needed
as currency reserve, it might advantageously be used to help imple-
ment the ERP philosophy of mutual aid. These three countries were
all participants in the Paris Conference and it is to be hoped that
some of this might be available in the form of long-term loans to
participating countries that are experiencing serious balance-of-pay-
ments difficulties.

C. RANGE OF VARIABLES IN ESTIMATING REQUIREMENTS

There are so many variables with regard to crop conditions, prices,
and availabilities of certain commodities that anything approaching
a firm estimate of the over-all dollar requirements of ERP would be
quite illusory. These variables are present regardless of the com-
petency of the technical experts who make the estimates; they are
inherent in the situation itself.

Thus, with regard to agricultural and food products alone, the
15-month requirement figure of which is in the neighborhood of 4.3
billion dollars, the price situation is so uncertain that a 20-percent

George C. Marshall Foundation, Lexington, Virginia




e FOREIGN ASSISTANCE ACT OF 1948

rise or fall would occasion a plus or minus difference in the estimate
of $800,000,000, or a range of variation of 1.6 billion dollars.

Should favorable reports regarding crop con(htlons in Europe and
north Africa materialize it is possible that this year’s harvest might
reach 85 percent of prewar. On the other hand, should the dry phase
of the climatic cycle become a reality in 1948 in the Northern Hemi-
sphere, the supply situation might again become acute and prices rise
accordingly. A 20-percent rise or fall in price, therefore, seems
conservative.

Although steel and petroleum are of vital importance to the Euro-
pean recovery program, as well as to our own economy, the dollar
volume is relatively small in the total program. In view of the tight
supply situation in steel a substantial cut, percentagewise, ml(rht be
necessary. But, since the dollar volume 1s so small ($453, 000 000 in
the CEEC 1ep0rt, and $325,000,000 in the administration provram)
even a 50-percent revision in the ficure would amount to only a httle
over $200,000,000.

In view of the present situation confronting this country with regard
to petroleum supplies, it seems likely that even the revised require-
ment figures might prove to be too high. Therefore, a downward
variation of as much as $200,000,000 might materialize.

There 1s also a wide range between the amounts that it would seem
economically possible for the other Western Hemisphere countries,
particularly Latin America, to contribute to the program and what
experience tells us will actually materialize.

Undoubtedly the range of variables in many of the other estimates
would be proportionally as great as the ones here mentioned. The
variations herein discussed cover a range of anything from a $1,000,-
000,000 increase in the cost of the program to a decrease of as muc h
as $1 000,000,000. The fact that in a program of this size a possible
range of as much as $2,000,000,000 appears possible illustrates how
futile it is to spend too much time debating the exact size of the
program. No one can tell now whether in the 12 months before us
5.3 billion dollars will be necessary or whether it can be cut back
safely to 4.3 billion dollars, or whether even without a further turn
for the worse in European political events the contemplated program
might cost as much as $6,000,000,000 or $7,000,000,000.

But, this much we do know—that, in view of the overriding im-
portance of the objectives sought, it will be much safer for the
Administrator to have access to too many, rather than too few, dollars.

D. WHERE WILL THE MONEY BE SPENT?

The so-called “Illustrative Composition of Imports and Commo-
dities and Servicass from the Western Hemisphere, April 1, 1948,
through June 30, 1949, and Possible Sources and Distribution of
Financing,”” issued as a priss release by the Department of State on
January 20, 1948, shows how the 6.8 billion dollars sought for the
European recovery program might be spent among thc recipient
countries, by commodity catoaonos In view of all the circumstance 8,
1n('ludmfr availabilities and usual trade channels, it shows, by country,
how many of the new dollars might go for the various commodities
and how much might be pur chased out of the countries’ own earnings
and other dollar resources. The figures are illustrative only and in
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all probability vary widely from what will probably actually occur.
Nevertheless, they are based on guesses by informed experts and are
useful as an indication of what might occur. : ;

The figures show that for the 15-month period under consideration
total imports of the CEEC countries are estimated at 11.8 billion
dollars. Other dollar payments, including estimated freight, bring
their total dollar payments to 12.9 billion dollars. It is estimated
that, under the European recovery program, these dollar demands
will be met as follows:

Billion

From the countries’ own dollar earnings from exports and services_.___.. $4.9
From dollar sources other than new United States funds (International

S Rrtis e fsagen e BRSMERITed Stc) 10 (070 P S e N e T A (13 g

FrosinewstlsiS i Govermmentkifumds . oo Do D h o jenentl sl BT ()

The commodity categories are not given in as great detail as one
would like to see, and a large amount (4.2 billion dollars) is left un-
classified in the ‘“‘other imports” classification. Nevertheless, the
break-down is fairly complete so far as food, fuel, and fertilizer items

are concerned. .
These data, summarized from the State Department’s Illustrative

Composition, are as follows:

[In millions of dollars]

Method of financing
Category Sources Total
By own dol- | other than | New United
lar earnings | new United | States funds
States funds

Haad Vtuel;feriilizer s o Lo L x N5 ST ol o 755 618 4 185 5, 558
Qihenraw matepiglsend s o1 a- v fibia i 11T o 383 80 986 1, 448
Listed capital equipment.- . - ... 36 53 489 578
e mpartss o e L s ea Shrdll 408 609 4, 228
Oiler dollar paymmentss: & o il b 1ot Ey i T A VT 2592 1, 147
FROTEIC & DRl VINRERE g3 b LMl s L 4,940 1,159 6, 861 12, 960

1 $236,000,000 freight and $319,000,000 other dollar payments.
2 All freight

Nore.—See tables in the appendix II for detailed break-down.
E ECONOMIC AID FOR CHINA

China’s economy has deteriorated steadily since the defeat of Japan.
This deterioration has been due to the devastation which civil warfare
has added to the disorganization and destruction brought about by
the war against Japan, and to the difficulties faced by China, in the
circumstanges, in mobilizing effectively its available resources. It
has taken place despite large amounts of foreign aid extended or
available to China since VJ-day. The United States alone has
extended aid to China amounting to somewhat over 1.4 billion dollars
since VJ-day. In addition, the Chinese Government has expended
more than $700,000,000 of its own foreign exchange holdings.

The civil warfare in China has seriously dislocated economic activity
in'two major respects. First, its physical impact has been felt through
the destruction and dislocation of transportation and industrial
facilities, and in the isolation of raw material, fuel, and food sources
from centers of consumption and ports of export. Second, the mone-
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tary and financial impact of civil war is felt throughout the entire
economy in the disruptive consequences of inflation resulting from
the issuance of paper currency in order to finance mounting Govern-
ment deficits caused mainly by military expenditures. Inflation
mpedes the production and movement of goods for domestic consump-
tion and export, and stimulates speculation and hoarding. It thus
intensifies existing scarcities, and requires ever-larger Government
appropriations.

China needs economic assistance if she is to be able to purchase
essential imports and to undertake urgent reconstruction projects.

Her essential commodity needs, for the 15-month period ending
June 30, 1949, as set forth by the Department of State, amount to
$510,000,000. The items, and their estimated cost, including insur-
ance and freight, are as follows: |

S gt twiieat and vicey 0 LT PG e e DI il $130, 000, 000
s T R SRR S SO L d LN B L U R BTN § BTN S 150, 000, 000
FPetroleum and petroleum produets. ... ol 110, 000, 000
e i Py el oVl w2 kit ;. Vb B A £ DR Rk WL KT e i 30, 000, 000
s A G S ST A A M D S IS A 0 T S T B S T B R N 28, 000, 000
Metals L SRR PRI Y e E L RN T DR T8 6T RN w gL E L EEN TR 24, 000, 000
IS w b Tt e N RN e OO iy L k. et ST IO ) S o8 L AP IR 5, 000, 000
el D SRR TN MR W R Bl 2T P T (e R AL W 3, 000, 000
Replacement articles for existing capital equipment_____________ 30, 000, 000

il DR e T O S e L S A U Rk e 510, 000, 000

The cost of essential reconstruction projects in China has been
estimated at $60,000,000.

Although the authorization for economic assistance to China in the
current bill falls short of the requested $570,000,000, 1t adds $150,-
000,000 for military assistance, thereby bringing the total authoriza-
tion for China for both economic and military-type assistance back
to the $570,000,000 figure.

V. Anavysis oF TiTLE I oF THE BiLL: EurorEAN RECOVERY PROGRAM

A. BASIC OBLIGATIONS ASSUMED AS CONDITIONS OF PARTICIPATION IN
THE EUROPEAN PROGRAM

The nations within the scope of this program will qualify for assist-
ance through the steps, first, of joining with the other nations concerned
in the program of cooperation for restoration of the European economy
and, second, of signing a bilateral agreement with the United States.

The basic agreements will be specific and intricate. They must be
predicated on and derived from the details applicable to each respective
participating country. The work of negotiating them necessarily will
be postponed until the Congress has finally determined the basic
conditions. To afford the time necessary for the making of proper
agreements and yet to avoid a hiatus in getting the program under
way, provision 1s made for limited interim assistance.

The bill as originated by the President specifies that for 3 months
any country signifying by definite action its intention of going along
with the program may be extended any appropriate aid authorized
by the program. The bill as it comes from the Senate, in addition to
the above, specifies that any CEEC nation may be extended relief-
type aid through June 30, 1948.
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The substance of the cooperative pledge is of such importance as to
merit specific review. It is stated as follows in the CEEC report:
B In order to insure that the recovery program is carried out, the 16 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 program, 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 de\lfelop its production to reach the targets, especially for food and
coal;

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

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

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

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

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

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

As provided in the requirements for the bilateralTpledges to be
undertaken by the recipient countries with the United States, the
substance of virtually all the above undertakings are made integral
parts of the structure of the program envisaged by this proposed act.
The basic objectives considered immediately below are those which
will involve virtually every participating nation. Others will apply
in specific instances and are considered in relevant parts of the report.

The bill in its present form, and as it comes from the Senate, makes
the undertaking of cooperation with the other nations of Europe a
more specific condition precedent than does the draft proposed by
the President or does the Herter bill.

The pledges to be required in the bilateral agreements include the
undertaking of steps necessary to eliminate abnormal outside aid.
This is the basic requirement in regard to production. The com-
mittee found that the bill as it comes from the Senate, the bill as
proposed by the President, and the Herter bill were alike in principle
on this basic requirement.

The pledges to be required in regard to money and finance were
likewise similar in the three bills. As proposed by the President,
the undertakings would be in the direction of stable currency, proper
exchange rates, and restored confidence in the national currencies.

The bill as it comes from the Senate and as now reported adopts
approximately the same language, changing the word ‘“proper’ to
“valid” and specifying balanced budgets as a goal. The Herter bill
specifies the arrest of inflation as an objective, but in general conforms
to the language of the other bills. In the committee’s judgment, the
language of any of the bills would suffice as a directive for the bilateral
agreements.

During the hearings the committee’s attention was drawn to the
idea of stipulating the methods by which the fiscal objectives should
be reached. A formula more explicit than the words of the bill as
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reported and yet cut to a pattern to fit all participating nations
appeared impracticable. In this respect, as in many others, the
quality of the result to be produced must be left to the judgment
and the energy with which the program is administered. It cannot be
predetermined by nice definition.

Regarding international trade, the basic terms of the bilateral agree-
ments will require cooperation to increase the interchange of goods
and services and to reduce trade barriers. The language 1s like that
originally proposed by the President. It differs from that of the
Herter bill principally in applying such cooperation in commerce to
trade with all nations rather than to commerce with other participants.

One of the significant basic obligations is that which refers to the
proper use of the resources of the participating country, including those
made available under the program. The bill as proposed by the
administration emphasizes this aim. The bill as it comes from the
Senate adds language obligating the participating nations to take
measures to locate and control assets in the United States owned
by their nations.

The committee gave mature consideration to varied proposals for
forcing the participating nations to take explicit measures to pledge
the assets of their nations as security or otherwise to bring them
actively to the support of the program. In the last analysis the com-
mittee was restrained by the consideration that more specific require-
ments might force the wholesale liquidation of such assets and thus
unwittingly conduce to the destruction of a seedbed of private initia-
tive. Here again, in the committee’s judgment, the results must
depend on the force and wisdom of the administration and the good
faith of the participants rather than upon rigid prescriptions.

Also related to the proper use of resources is the aspect of possible
reexport of goods made available under this program to nations that
are hostile to its objectives, thus contributing to the frustration of the
program’s objectives and impairing the interests of the United States.
Specific Janguage adopted by the committee and herewith recom-
mended to the consideration of the House charges the Administrator
to interdict the shipment to participating countries of commodities
or products to be used in the production of commodities or products
which are intended for export from the participating countries to
nations which have declared their hostility to the European recovery
program and which are of the type which the United States, under its
export-control policies, would not ship to such nations. It would be a
paradox 1if the resources of the program were to be employed to
strengthen the hands of its enemies. It is this paradox, of such
serious implication not only to the integrity of the program but also
to the security of this nation, that the committee seeks to avoid.

The committee, in the course of hearings, heard many other sug-
gestions for inclusion of special terms in the basic agreements.

The 1dea of imposing special conditions to protect private initiative
against the threats of collectivism was brought up by several witnesses.
Some of them urged stipulations that the participating countries must
pledge not to nationalize industry or take any measures to impair
free, private, competitive enterprise. In view of the delicacy of
attempting to interfere with internal constitutional provisions, others
urged that the committee avoid conditions which, because of their
repugnance to the recipient countries as interference in their domestic
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concerns, might defeat the very ends the program is intended to
promote.

The committee has elected to depend upon the spirit of administra-
tion rather than upon rigid initial bargains. It has added a provision,
however, intended to protect the interests of American business
operating in the participating countries. It would require the recipi-
ent countries to pledge to submit to arbitration questions involving
compensation of American nationals in event of governmental meas-
ures affecting property rights and concessions—subject to espousal of
the claim by this Government.

The special place of Germany in any plans for restoration of Europe
is apparent in any objective consideration of the problems. The point
need not be labored here that German recovery is a great factor in
western European revival. The crux is the issue on dismantling of
German industrial plants. The committee is not of a unified view as
to the merits of what has been done and as to the merits of what should
be done. The evidence on dismantling was mixed. None can deny,
however, that the dismantling program was undertaken as a repara-
tions measure before a joint program for European recovery had been
brought into reality. Few would dispute that the new circumstances
of the recovery program would justify a reexamination of the merits of
dismantling. Nevertheless, the reparations program is based upon
international agreements to which this Nation has adhered. A
national statute is of limited effect in upsetting an international
agreement. The committee, in recognition of the relevance of
German plants to German recovery, and of German recovery to
European recovery, has directed the seeking of agreements wherein
the participating countries will undertake to subordinate their
property rights in reparations equipment to the principle of locating
plants in the areas where they will contribute most effectively to the
restoration of Kuropean productivity.

The inclusion of the zones of western Germany in the CEEC
program is itself a significant step in the direction of improving western
German conditions. A second matter in solving the problems of
peculiar importance to Germany and of general importance to Europe
as a whole 1s that of distribution of manpower. The committee has
not proposed to write conditions in this respect into the basic agree-
ments. It does propose, however, to direct the Administrator to
seek agreements for the most effective use of manpower. The ob-
jective includes the integration into the recovery programs of the
various participating countries of a fair share of the displaced persons
who, because of the conditions of the postwar world, are kept from
becoming effective participants in economic life. The authority of
the International Refugee Organization as the agency whose mandate
1t is to see to the protection of these homeless people is recognized in
the provision. It is anticipated that if brought into effective use,
this provision will assist in contributing to the solution of the displaced
persons problem. It is the hope that arrangements will be worked
out whereunder resettlement in family groups will be undertaken
rather than emphasizing the resettlement only of the strongest and
ablest of the displaced persons.

Finally, as it comes from the Senate and as recommended to the
House, the bill includes a statement of the understanding that the
nations still holding German prisoners of war are undertaking to
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repatriate them by the end of this year. This is the case. It is not
intended to intervene in a repatriation schedule based upon interna-
tional agreement. It is intended only to indicate the watchfulness
of the United States over the performance under such agreement.

Finally, there is the matter of special publicity. The Herter bill
includes the idea of making full publicity of American assistance a
condition for the basic agreements. A number of witnesses supported
this view. Others pointed out that the United States can, with better
effectiveness, undertake to see to the adequacy of publicity through
its own devices. The bill as originated and as now recommended
includes an obligation to make available full information regarding
assistance. It does not name specific publicity undertakings. The
committee has added a provision that would extend the guarantee of
convertibility of the return on approved American investments to
information media already operating.

A suggestion made recurringly to the committee was the idea of
including in the basic agreemcnts an undertaking of a defensive
alliance. In the committee’s view, notwithstanding the arguments
that can be brought to support the idea of an alliance, it would be
inadvisable to attempt to provide it here. The Administrator should
confine his negotiations to economic interests; he should not be
charged with undertaking military security.

Another recurring idea suggested for inclusion in the-basic agree-
ments was that of bringing about definite steps toward pohtlcal
amalgamation. The Union of Europe is a consummation devoutly
to be wished. But the impulse must come from the participants.
It is inherent in the entire European recovery program that it is a
gesture of encouragement to such an end. This is stated at several
points in the bill.

B. THE MECHANICS OF THE PROGRAM

The bills considered by the committee were alike in the scope and
variety of aid to be permissible under the contemplated programs.
Commodities of all kinds, transportation, storage, repairs, all kinds
of service, the expenses of persons hired as technicians in the econo-
mies concerned—such were the things which the United States was
to make available to impoverishod Europe. No restriction as to
source was to be provided other than a directive, explicit in all but the
President’s bill in its original form, to avoid a drain on United States
resources. (This provision is particularly emphatic with respect to
the procurement of petroleum.)

Flexibility in purchasing is provided. In the administration bill
the paltlclpatmg countries, private importers in the pmtlclpatlng
countries, agencies of this Govemment international agencies, and
private Investors may do the pmchasmo' with funds and credits to
be made available.

Withdrawals from the funds available for the administration of the
program may be made by advances or reimbursements to the recipient
countries, by reimbursements to United States Government agencies,
or reimbursements or advances to international agencies, and by
making guaranties to private investors spending money on projects
approved as conducing to the purposes of the bill up to the amount
of money they put up—these guaranties being limited only to con-
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vertibility into dollars of what they earn and not extended to business
risk.

In the bill as approved by the Senate and as now recommended by
this committee, the Administrator is granted great flexibility in making
arrangements whereby private channels of trade may be used to the
maximum extent in this program. Withdrawals of funds on letters of
commitment and upon presentation of contracts, invoices, and other
validated business documentation is permitted. This committee has
added language directing attention to the maximum use of private
trade channels subject to safeguards for the purposes of the program.

Flexibility in accounting, contracting, and like aspects is provided.
This is essential to the working of the program in a businesslike fashion.
It is obvious that statutory requirements that usually would apply
prohibiting advance payments out of public funds for purchases, re-
quiring advertising on bids for purchases, requiring the opportunity
for bidders to be present at the opening of contracts, restricting
purchases to United States-produced goods, limiting employment on
Government contracts to an 8-hour day, and the like—have no place
in a program that must work in a variety of conditions and countries.

Accordingly, an escape from provisions that would hamper the
program and serve no public interest—subject to Presidential dis-
cretion—is included. It is believed that this will give the Economic
Cooperation Administration flexibility equivalent to that obtainable
under a corporate form. In addition, the Administrator is authorized
to set up a corporate instrumentality if such is found necessary.
Settlement of accounts for procurement abroad on documents as
prescribed by the Administrator is provided.

A novel provision in the bill related to the encouragement of private
efforts to relieve suffering in Europe. As originated in the Senate,
this provision authorizes the Administrator to defray ocean freight
charges of relief supplies forwarded by voluntary agencies and of
relief packages sent by private individuals. The subsidy is confined
to ocean freight charges in the Senate bill. The committee has added
domestic port charges. It applies only to packages and supplies
destined for countries on a grant basis in the program in the Senate
bill. The committee has extended it to western Germany and Trieste.
The committee has also written in a provision for registration with
and approval by the Advisory Committee on Voluntary Foreign Aid
of the Department of State insofar as voluntary agencies are concerned.
A further encouragement to voluntary foreign aid is provided in a
permissive power for the Administrator to make agreements with
participating countries for using for local transportation costs the
local currency deposits provided for in the grant provisions of the
title.

C. ECONOMIC IMPACT OF THE FOREIGN-AID PROGRAM ON THE UNITED
STATES ECONOMY

The economic impact of the foreign-aid program upon the United
States economy as a whole, as opposed to its effect upon individual
commodities and industries, needs to be considered from both the
short-term and the long term point of view. The short-term view is
concerned primarily with the effects of the advance of substantial
amounts of goods and funds at a time when the Nation is in the infla-
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tionary phase of the economic cycle. The longer-term view is con-
cerned with some of the implications of the aid program on the inter-
national economic position of the United States, particularly with
regard to commercial policy.

Generally speaking, the outstanding characteristic of an inflationary
situation is an excessive demand for goods, expressed in terms of
effective money demand, relative to the supphos of goods available.
Such a situation can be brought about by either expansion of credit
and increases in the supply of money or by decreases in the supplies
of goods, or both.

Most countries today find themselves in an inflationary spiral. In
war-devastated areas, notably Europe, acute deficiencies in the output
of food, coal, steel, ClOthlllb, and other articles for immediate con-
sumpuon are still widespread. Although physical production in
certain countries is already close to, or even above, the prewar rate
the tremendous vacuum of goods has not yet been filled. The
shortages, furthermore, are frequently in the very lines that are needed
most to increase production, such as coal and steel. The pent-up
demand for consumer goods throughout the war period when a large
proportion of produc tive effort was “applied to war goods is now makmo
itself felt.

Not only are goods scarce but the supply of money is large. During
the war years countries financed themselves by the traditional bor-
rowing methods that resulted in substantial increases in their mone-
tary supplies and bases for credit expansion. The phenomenon 1is
applicable, but is not confined to, the United States; it is world-wide.

No development could contribute more to alleviate world-wide
inflationary pressures than the achievement of the objectives of the
foreign-aid program. It is the purpose of the program to provide
such temporary help as may be needed to restore the economic pro-
duction of war-devastated countries, particularly of the countries of
western Europe. If it 1s successful, it will relieve immediately those
aspects of the inflationary problem which reflect mmadequate produc-
tion. Greatly increased production of food, coal, and steel in Europe,
once the world’s workshop, would go far to remove the most acute
shortages that are pushing up prices S thr oughout the world.

Althoucrh the causes of inflation in the United States are mainly
internal, ‘deliveries of goods abroad under the foreign-aid program
mevitably will add somewhat to existing domestic inflationary pres-
sures. Until its economy is again self-supporting, the survival of
western Kurope on an mdopondont basis will require lar ge net imports
of foodstuffs, raw materials, and manufactured goods. The need for
these deliveries falls on this country at a time when it is going through
a period of strong internal inflationary pressures. In these circum-
stances any fOI(‘]“ n demand for our products in excess of our imports
is necessarily mﬂatlolmry in 1ts immediate impact. Net merchandise
exports grew to approximately $9,000,000,000 in 1947, and this has
been a factor that has accentuated domestic inflationary forces.

In the aggregate our gross national product in 1947 was $232,-
000,000,000 and our net merchandise exports to all countries of approx-
imately $9,000,000,000 constituted 4 percent of the gross product.

When the problem is considered from this point of view, that is, in
its aggregate impact, it is apparent that the over-all amounts involved
in the foreign-aid program in and of themselves do not impinge criti-
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cally on our ability to supply, especially as compared with total exports
in 1947. Any net export of goods is, of course, a subtraction from the
amount that might otherwise be available, and to this extent dimin-
ishes the amount of goods in the home market. The extent of this
subtraction, as an aggregate, however, is not of sufficient size to indi-
cate a critical situation, particularly when it is remembered that our
total net exports in 1948, with a foreign-aid program, will not vary
greatly from the amounts exported in 1947, and that in 1947 the
volume of goods remaining available for consumption within the
United States after exports exceeded all previous levels. From an
aggregate point of view, therefore, it is apparent that the prevalence
of broad inflationary pressures in the American market is primarily
internal in origin. '

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

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

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

It is essential, therefore, that the country be aware of the infla-
tionary dangers that we shall face if we allow the demands for goods
in tight supply to have unrestrained impact on the limited supplies
of those goods. This impact is out of all proportion in its inflationary
effects to the dollar volume involved.

It is from this aspect that the foreign-aid program requires meticu-
lous analysis and special precautions to minimize its inflationary
implications on the American economy. Those implications do not
arise out of the aggregate size of the export surplus, which is clearly
within the capacity of the American economy, but out of the export of
specific commodities in critically short supply from an economy in
which a considerable part of the inflationary potential created by
the war is still present. ]

These specific inflationary impacts of the foreign-aid program can be
mitigated or neutralized to a considerable extent by administrative
programing procedures such as were developed during the war. It
would be the purpose of such measures to maximize available supplies,
to insure that the supplies produced were made available in fact for
the most essential uses, and that other uses were deferred if acceptable
substitutes were not available. ;

Although our war experience will be of great aid in devising and
executing such programs for specific commodities, the general eco-
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nomic problem which is posed to this country is not at all analogous to
that presented by the war. Then, because the war was a total war,
the estimated needs of the fighting services superimposed on essential
domestic needs tended to exceed the capacity of the economy to pro-
duce. Given this basic problem, administrative measures such as the
above could not be restricted to a few commodities in critically short
supply. All resources were potentially short and war controls in-
evitably spread over an ever-widening area as the war progressed.
The effect of such controls, furthermore, as it was related to prices
was confined in the main to minimizing the actual current price in-
flation. Inflationary potential in the form of the gradual accumula-
tion of excessive liquid assets continued to mount. In fact, the suc-
cess of those controls depended in no small measure on the fact that
the public was willing to accumulate excessive liquid assets. Current
inflation was held in check in considerable part by accumulating an
inflationary potential that was bound to present future problems.

The current economic problem, however, is different. The American
economy has given ample demonstration during the past year that it
has the capacity in the aggregate to provide simultaneously (1) for
a very high level of internal civilian consumption, (2) for a very high
rate of internal investment and, consequently, for an even higher level
of future potential consumption, and (3) for the essential exports
required abroad for rehabilitation and reconstruction. Under these
circumstances, there is no reason to expect that the adoption of
administrative measures to program the use of particular commodities
in critically short supply would create a situation which would require
spreading such controls over wide sectors of the economy.

The inflationary impacts of critical shortages can be minimized by
measures designed to program their use without thereby further ac-
centuating the inflationary potential. Such measures need not be
extended over wide areas of the economy; in fact, if they were to be
broadly extended, their success would be likely to be purchased at
the expense of a further increase in the inflationary spending potential.

In markets as active as those in the United States at the present
time, any outlay of funds for foreign aid will add to the existing excess
of internal buying power unless it is offset by a withdrawal of poten-
tially active funds in equivalent volume. Purchases by foreign gov-
ernments out of their own financial resources, as, for example, through
the delivery of gold to this country or through checks drawn upon
hitherto idle deposit balances, will also have inflationary effects.

If the expenditures are covered by additional taxation or by a
decision to forego an equivalent tax reduction, the inflationary effect
of the expenditures is offset by the deflationary effect of the equivalent
tax receipts. Unless they are offset by taxation, however, dollars
spent by the Treasury to acquire commodities remain in the hands of
the public while the commodities go out. There are thus fewer goods
left in the internal market to satisfy the demands of an undiminished
supply of dollars. If purchases of commodities are made outside of
the country, dollars are made available to foreigners which they are
only too anxious to use to purchase in our markets under present
conditions of dollar scarcity. Unless these funds are raised by taxa-
tion, or out of genuine savings, the inflationary impact on the domestic

economy remains.

George C. Marshall Foundation, Lexington, Virginia




FOREIGN ASSISTANCE ACT OF 1948 33

The inflationary impact of the present bill is lessened by the fact
that the bulk of the aid will be in the form of grants and the money
with which the commodities are purchased from producers in the
United States will come out of regular Government revenues. It will
tend to be deflationary from the point of view of the recipient country
to the extent that local currency is given up in exchange for commodity
imports that enter into the country’s economy, thereby increasing,
at least temporarily, the ratio of goods to money since the imports
require no offsetting exports.

Recardless of the short-run effects of the foreign-aid program on
the United States economy, there are certain longer-run implications
of great consequence. The permanent economic recovery of western
Europe will depend, in no small measure, upon her obtaining and
holding foreign markets for her merchandise. Europe traditionally
has been the workshop of the Old World, but to be a workshop she
needs markets for her wares in order to be able to pay for her imported
raw materials, including food.

There is, in final analysis, only one way that western Europe can
acquire dollars, and that is from the United States. This does not
mean that the United States must provide the dollars direct to Europe,
but simply that via multiangular trade the United States-must export
dollars to some foreign countries. Before the war, the accustomed
pattern was for the United States to send more goods to Europe than
it bought from Europe and for Europe to send more goods to Latin
America and other raw-material-producing countries than it bought
from them, and for these countries in turn to send more to the United
States than they purchased from it. Thus, the debits and credits
were offset in a triangular, or multilateral, trade pattern.

The only ways, in the long run, that the United States can provide
dollars is either by buying foreign-produced goods with them or by
giving them away. To the extent that we choose to continue to
give the dollars away, there will of course be no exchange problem.
To the extent that we lend the dollars, we shall build up claims
against the rest of the world which, it is to be expected, will someday
be repaid. The only way that these debts can be repaid, however,
is in terms of goods. For a considerable time, it is true that ulti-
mate settlement can be postponed by the continuance of foreign lend-
ing operations in sufficient volume to offset the interest and other
servicing charges on existing indebtedness.

A real danger confronting this country is that, particularly in the
event of an economic recession, the pressures toward increasing our
barriers against foreign-produced merchandise will be too great to
- resist and that our debtors will find themselves in the position in
which our post-World War I debtors found themselves. The diffi-
culty then was more our unwillingness to accept payment in goods
than their ability to pay.

The position of the United States in the world today is vastly
different from what it was prior to the First World War. Changes
then ushered in were not recognized to exist, while we continued to
pursue the traditional export philosophy of a debtor nation. Two
world wars have changed this picture. The United States now is
due to become the largest creditor nation in the world’s history.
The implications have not yet become clear to all, and therein lies a
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great danger to the foreign recovery program. For a creditor nation
must 1mport more than it exports, eventually and in the long run,
or 1t will cease to be a creditor nation.

D. THE USE OF PLENTIFUL COMMODITIES AND PRIVATE SERVICES

~ The program is supposed to involve the procurement of large quan-
tities of supplies of many kinds and is supposed, at the same time, to
avold undue impact upon the normal economy of the United States.
This in itself means that there is a vast range of possible calculation
as to how to get the best value for the program from the money spent
and, at the same time, how to avoid causing shortages and too severe
price reactions in the United States.

Such calculations may be performed by almost every interested
party. This was reflected in the large number of suggestions sub-
mitted to the committee. Some of these called the attention of the
committee to the presence of excessive stocks of some commodities
that might well be unloaded through this program, with advantage
to all concerned, though in some cases price factors might be such
as to require a subsidy through some mechanism or other. Other
suggestions, in the view of the committee, were based upon an effort
to preserve the expanded position of some industry or business result-
ing from the war. Whereas the principle of minimizing the impact
of the program upon the domestic economy was expressed by the
Congress in connection with the Foreign Aid Act of 1947, and has
been fully accepted by this committee, it has seemed in some cases
that the purpose of a proposal was rather to maximize the impact of
the program in order to preserve an economically oversized business
from the impact of peace.

The most meritorious of the suggestions in this general field seemed
to be the one for disposal of surplus commodities now in the hands of
the Government, at prices based on their value as substitutes for
ordinarily cheaper foods. The Secretary of Agriculture is specifically
charged with functions in relation to this aspect of the program by
section 112, subsection (d), (e), and (f). It is not, of course, to be
desired that this arrangement should become permanent, with the
Government engaged in the purchase of dried fruits or other such foods
at high prices, and selling them at prices competitive with wheat and
potatoes on a calorie basis. But it would certainly be wasteful if such
food supplies already exist, and no better opportunity for sale is in
sight, not to arrange for hungry people to eat them up. If such pro-
visions have any tendency to delay necessary postwar economic
adjustments in the United States, or to maintain a boom-or-bust
philosophy in certain groups, that will remain a concern, and not only
of this committee. Provisions in this connection are included in
section 112.

Some proposals were rejected by this committee mainly on the
argument that they would involve the program in serious impediments
due’ to red tape. Suggestions for using private services ‘‘wherever
possible” would make for enormous difficulty in the handling of
accounts, since proof might be required of fulfillment by the General
Accounting Office. Also, in the view of the committee, they would
actually have very little effect on the amount of business handled
through customary private channels, since this will be governed by
practical consideration.
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On the other hand, the use of private trade channels “to the maxi-
mum extent consistent with the accomplishment of this title’” does
not provide any such difficulty and serves to indicate intent and as a
beneficial stimulus to performance.

E. SHIPS AS A FORM OF AID

Shipping presents a special problem as a form of aid. In the bill
originally proposed transfer of merchant ships certified as surplus by
the Maritime Commission was to be permitted on Presidential order.
In addition, chartering of merchant ships to participating countries,
to permit them to sail under foreign flags and thus avoid the higher -
costs of operation under American standards and the necessity of
payment of the crew in dollars, was to be authorized.

The bill as reported to the Senate struck out the provision for
transfer and limited chartering to 300 ships in number, dry-cargo
ships in type, and June 30, 1952, in term. It was to be required that
the ships chartered be not in operation at the time of chartering.

This charter provision was eliminated in the Senate and in lieu
thereof was substituted a provision specifying that 50 percent of
cargoes originating in the United States and related to the program
should be carried in American ships if such should be available at
market rates.

A special subcommittee of the Committee on Foreign Affairs was
set up during the bill marking stage to look into the problem and to
arrive at the crux in the conflict of viewpoints presented in testimony
given before the committee.

On the point of national security, the committee was assured by the
statement of Secretary of Defense Forrestal that even the original pro-
vision for transfer and charter was no threat to American defense
interests. On the point of costs, it was clear that the denial of the
charter provision and the requirement that half of the gross tonnage
be carried in American ships would add to the costs of the operation in
requiring payment in dollars, and in tending to drive shipping rates
upward. The additional cost, it is apparent, would be considerable.
Whether existing rates would hold in the face of the restrictions in
the Senate bill was argued at length before the committee. No one
denied that the additional cost would be great. Conservative esti-
mates placed the cost of the program at $100,000,000 for the first year.

To the committee it would be an expensive paradox to divert funds
from European recovery to the purpose of maintaining United States
maritime operations at a level which all concede is inflated far above
the predicted permanent postwar operations. The aim of the pro-
gram is to restore Europe, not to save American interests from the
1mpact of peace.

Accordingly, the committee struck out the 50 percent requirement
and substituted in its place the phrase “a substantial portion.” The
50-percent requirement is one that originated in connection with the
carrying of cargoes floated by loans incident to American recovery.
It is incongruous in a program in which America must sacrifice for
the recovery of others. The committee wrote back into the bill the
provision for chartering, cutting the number of dry-cargo ships
affected to 200, and doubly insuring protection of security interests
by specifying the instant revocability of the charters in the interest
qof national defense.
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F. FINANCIAL CONSIDERATIONS OF THE BILL

Loans and guaranties

The hearings showed that 20 to 40 percent of the funds were to be
made available as loans and the Senate bill provided that not more
than 5 percent should be used for guaranties. The committee deter-
mined that at least $1,000,000,000 of the total 5.3 billion dollars
should be available solely for loans and guaranties, and the bill so
provides. One billion dollars is available for loans or guaranties,
including not to exceed $500,000,000 for guaranties, as prov1ded n
section 111 (b) (3). These guarantles are to facilitate the use, insofar
as possible, of private enterprise by insuring the convertlblhty of local
currency receipts from projects approved by the Administrator.
Whatever remains in this fund of $1,000,000, OOO after the Adminis-
trator has set aside such funds as he desires to earmark against
guaranties, would be available for loans through the agency of the
Export-Import Bank, to be financed as public- debt transaction.

Division between loans and grants

The remaining 4.3 billion dollars which may be appropriated may
be used either for grants or loans a the Administrator deems neces-
sary, acting in consultation with the National Advisory Council on
International Monetary and Financial Problems. The determina-
tion, therefore, of what shall be a grant and what shall be a loan
has been made partly by the setting aside of a maximum amount as
an authorization beyond which no grants can be made, but with the
assumption that some loans may be authorized within this amount.
The determination of the conditions under which loans may be
properly made rests, therefore, with the Administrator in consultation
with the National Advisory Council, notwithstanding the provisions
of the Export-Import Bank Act of 1945. It is provided, however,
that these loans will be such as to have a reasonable assurance of
repayment, which is the same standard currently applicable to Export-
Import Bank loans.

It 1s provided that the Administrator in making loans shall utilize
first the funds made available by the $1,000,000,000 public-debt
transaction, before utilizing for loan purposes any funds appropriated
under this act.

In conformance with the statutory provisions governing the division
of funds as between loans and grants, as above stated, the Adminis-
trator may make grants to the participating countrles for approved
types of assistance. He may require currencies of the participating
countries in amounts commensurate to the aid received in this form
to be placed in special joint accounts hereafter described, or he may
secure, by the language of section 111 (c) (1), section 117 (a), and
sectlon 115 (b) (5) and in conformity with section 115 (h) (9) of the
provisions of repayment, strategic materials for stock-piling purposes
in the United States.

In essence, the aid which is extended for local currencies becomes a
grant to the recipient nation, since the disposition of the currencies
concerned 1s made a matter of joint agreement.
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G. LOCAL CURRENCY DEPOSITS

The committee strongly believes that local currency funds, wisely
administered, can become a major force toward (a) reconstruction,
expansion, and modernization of industrial capacity; (b) stabilization
of internal financial and monetary conditions, and (¢) development
and expansion of raw material productive capacity. The funds also
shall be available to meet the local administrative expenses of this
program. It appears probable that a large part of most of the funds
accruing during the first year will be temporarily frozen in order to
reduce inflationary pressures; in Greece, however, the local funds must
be used for immediately current expenditures due to the disruption
resulting from the civil war. This is an example of the varying condi-
tions which must be considered by the Administrator in the various
countries.

The committee has examined the possibility of vesting legal title
to these funds and detailed control of their use, solely with the United
States, but has rejected this concept on the grounds that it would
place the United States in the position of primary responsibility for
the financial stability of these countries. Such a position would be
inconsistent with the objective of strengthening the cooperation and
mutual self-help among the participating nations. The committee
has, therefore, provided for the establishment of a special account by
each country, subject to joint control of its disposition by the recipient
country and the United States.

The agreements between the Administrator and the recipient coun-
tries on the use of these funds may be as broad or as detailed as
necessary in order to provide effective supervision of expenditures.
The approval of representatives of both the recipient country and of
the Administrator might be required for withdrawals from the fund.
Funds so deposited are restricted to uses within the recipient country
(including its dependencies).

In order that the use of these funds not be confined solely to the
governments of recipient nations and thereby further the trend of
nationalization, they should also be available to private industries to
facilitate productive enterprise.

This assistance to private firms may take any form mutually agreed
upon, including loans or guaranties of loans where applicable. There
is no reason why these funds should not be equally available to
American as well as to domestic firms.

The bill provides that any unencumbered balances which may
remain in any of these funds on July 30, 1952, shall be disposed of
within the recipient countries in accordance with agreements between
their governments and the Government of the United States and must
be approved by the Congress of the United States.

The committee considered the possibility of creating from these
funds a foundation fund to encourage creation of a permanent union
in western Europe. It was pointed out that this purpose could be
implemented by the Administrator if timely opportunity developed
under the bill as drafted.

The committee therefore decided not to attempt to write such a

requirement into the bill.
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H. STOCK-PILING PROVISIONS

One of the points to be covered in the bilateral agreements to be
undertaken as a condition for participation in the benefits of this
recovery program is stated as “facilitating the transfer to the United
States by sale, exchange, barter, or otherwise for stock-piling purposes’
and under terms and conditions to be agreed upon, of materials that
are required by the United States because of deficiencies or potential
deficiencies in i1ts own resources (sec. 115 (b) 5). The phrase “other-
wise”” would indicate the possibility of acquisition as repayment to the
United States but this is strengthened by the insertion of paragraph 9
in the same subsection, which makes mandatory upon the participating
countries the recognition of the principle of equity in respect to the
drain upon the natural resources of the United States and of the
recipient countries, through providing a schedule of availabilities for
United States purchase of strategic materials at world market prices,
in order to secure an equitable share of such materials for United
States industry.

Further, the act protects, through an agreement to negotiate, the
rights of access by United States enterprise for the development of the
materials on terms of national treatment in' the territories of the
countries concerned, and still further provision for the negotiation of
repayment through an agreed percentage of increased production of
such materials where practicable (par. 10). Section 111 (¢) also deals
with stock-piling materials as one of the provisions governing th:
terms of repayment which the Administrator is authorized to accept
for aid. Section 117 (a) provides for funds to be made available by
the Administrator to secure by agreement and wherever practical an
increase in the production in the participating countries of materials
which are needed by the United States because of domestic deficiencies,
actual or potential.

Insofar as is legislatively possible, therefore, the bill may be said to
encourage stock piling through development, purchase, or repayment
through strategic materials—those deficient in the United States.

I. PRIVATE ENTERPRISE AND INVESTMENT

The magnitude of recovery abroad necessitates the use of public
credit. However, one of the principal aims of the European recovery
program is the reestablishment of private investment in productive
enterprise. Since the war, chaotic economic conditions throughout
Europe and Asia have prevented this, however, it is anticipated that
as recovery gathers impetus important enterprise will once more
become the primary force behind the progressive development and
expansion of trade abroad.

Until such time as overseas capital is restored sufficiently to assist
in financing such trade the principal sources of private investment
must be in America. There is evidence of a desire on the part of
business to expand abroad. This is limited, however, by the inability
to transfer foreign currency into dollars. To meet this difficulty, at
least in part, and encourage new investment section 11 of the Senate
bill authorized the Administrator to guarantee new loans and invest-
ments up to 5 percent of the funds appropriated or $265,000,000.
The House bill in section 11 increases the permissive total to $500,-
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000,000, but levies a charge of not to exceed 1 percent per annum.
By almost doubling the amount available for guaranties, the committee
hopes that private enterprise may be encouraged still further. On
the other hand, the committee believes that by charging a smalll fee
it will limit the use of the guaranty feature to those who most need it.
The guaranties need not be used nor any definite figure set aside by
the Administrator to cover them. They constitute only a contingent
public liability.

The guaranty as in the case of the Senate bill relates to converti-
bility only and does not apply to normal business risks. Both bills
require that any project must further the recovery program and be
approved by the Administrator and the participating country.

In section 11 (b) (3) the committee includes a provision of importance
in connection with the activities of the United States Information
Service which did not appear in the Senate bill. This permits the
Administrator to guarantee the convertibility into dollars of funds
employed by private United States enterprise in Kurope for the dis-
semination of information about the United States, by means of
mass media up to the total of $15,000,000 during the first year of the
recovery program. Any local currency received in exchange for
dollar credits is the property of the United States Government.
The committee hopes that this will serve to promote through private
channels that have been prevented from operating heretofore, a true
understanding of American institutions and policy among the nations.
Nothing could be more useful in supplementing the activities of our
information program overseas.

In deleting the so-called Taft amendment (section 11 (b) (4))
(1 and ii) of the Senate bill, the committee felt that it did not carry
out the purpose for which it was adopted, namely, to induce the fullest
possible participation of the Western Hemisphere countries, other
than the United States, in ERP. Furthermore, it was felt that the
experiment might be expensive.

The principal points against the amendment are as follows:

(@) There is a limit to the ““soft’’ currencies that can be ac-
cepted by the Western Hemisphere countries in financing trade
with the participant countries. The ficure cannot now be set
forth accurately but the administration estimates this to be
$700,000,000. Whatever this exact figure proves to be, no
guaranty can very well increase it over and above the saturation
point.

(b) The proposed guaranty of 70 percent would influence the
sellers in the Western Hemisphere to withhold the normal credit
extensions in favor of the 70 percent guaranteed credits.

(¢) This procedure might be costly to the United States-since
it 1s not a guaranty as to exchange but an actual guaranty as to
risk without ascertainable benefit to the program. Should there
be default or a failure to repay a sufficient sum to cover the 70-
percent guaranty the United States would be required to make
up the loss.

In China the present bill has authorized the expenditure by the
Administrator of from 5 to 10 percent of the $420,000,000 earmarked
for economic aid to further the advancement of rural reconstruction
under a mixed commission. In so doing, the committee feels a project
of basic importance for long-term recovery will be undertaken which
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in time should encourage private investment and trade development
with a corresponding betterment in the present low standard of living.

The committee i1s of the opinion that business enterprise and
technical ability is of the utmost importance in furthering the ERP.
Accordingly, it agrees with the provision set forth in the Senate bill
authorizing the Administrator to employ consultants and organiza-
tions of consultants to help him.

J. DURATION AND LIQUIDATION

What is the duration of this undertaking? A program lasting
through June 30, 1952, is envisaged. This does not represent a
commitment. This Congress does not attempt to bind future Con-
gresses. The program represents rather an objective whose realiza-
tion will be contingent upon the practical results achieved by the
participating nations. The right of the Congress is stipulated to
terminate the program on its independent judgment as stated in a
concurrent resolution.

While the committee heard many arguments that the intention
be hindthe undertaking should be stated as only for a 1- or 2-year pro-
gram, the committee believes that a 4-year goal is necessary to bring
about the necessary type and scope of planning and performance.

The bill as originally proposed would allow 3 years beyond June 30,
1952, during which goods procured under the assistance agreements
might continue to be shipped. The Senate cut this period to 12
months—a sound step in the direction of avoiding unnecessary pro-
traction. The same limit is placed upon the expiration of the power
to allocate funds and upon the life of the central agency, in contrast
to 5 years provided in the bill as originally offered by the President.
No terminal date for liquidation is specified. It is obvious that liqui-
dation will require a considerable period. The convertibility guaranty
provision, for example, will place an obligation upon the United States
for some 14 years. The bill as proposed by the President, passed by
the Senate, and now recommended to the House, leaves the President
to determine the liquidating agency or agencies. This appeared to
the committee as preferable to an attempt by the Congress to specify
what agency should handle liquidation so far in advance of information
as to what the precise requirements may be.

K. RELATION TO INTERNATIONAL ORGANIZATIONS

The bill as originally proposed is ambiguous in regard to relations
between the Economic Cooperation Administration and the activities
of the many international organizations under the general aegis of the
United Nations in fields related to its objectives. It states the
authority to establish such relationships as residing both in the Ad-
ministrator and in the President, with the latter alone authorized to
convey funds in connection therewith. The bill as passed by the
Senate and now reported confines the authority to the President, as it
properly should be. The committee has added a stipulation that in
the employment of international organizations in furtherance of the
purposes of this act there shall be no conveyance of authority to de-
termine the types and amounts of assistance. This appears advisable
in order to preclude the possibility of an UNRRA-type of operation.
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In the committee’s judgment, the safeguard is adequate. It would be
impossible to name in advance the organizations whose personnel and
resources might at some stage be brought into the operations contem-
plated, and it appears highly advisable to leave the door open for the
Administrator to draw upon the talents and facilities available among
international organizations.

Cooperative endeavors with such organizations as the Coal Com—
mittee of the Economic Commission for Europe, the Food and Agri- -
culture Organization, the International Labor Office, the International
Bank for Reconstruction and Development, and, if and when it comes -
into existence, the International Trade Organization, may be antici--

ated.
d Because of the factor of unpredictability, it appeared to the coni-
mittee unwise to attempt to restrict the amounts of money which
might be involved in such endeavors.

The bill provides properly for full reporting of activities to, and
registration of agreements with, the United Nations.

A second aspect of relation to international organizations occurs
with respect to organizations set up specifically for cooperation in
Europe. Participation in the CEEC is made a contingency for assist-
ance. Agreements with groups of participating countries as well as
singly are permitted. A Special Representative will represent the
United States in dealings with any Kuropean organization set up to
carry out the program. He will represent the United States on the
Economic Commission for Europe (an instrumentality of the United
Nations). The participating nations collectively are c:courazed to
assist the Administrator in seeing that the resources oi the program
are devoted to its objectives.

L. ASSURING PROPER USE OF AID

Several different provisions of the bill are designed to make sure
that the aid given is put to good use by the recipient countries. First,
there are detailed requirements for the bilateral agreements to be made
by the United States and each participating country. These are
embodied in section 115, and require each country to promote indus-
trial and agricultural production, to take measures to stabilize currency
to cooperate with other participants toward increasing trade, and to
make efficient use of its own resources. There is also the provision
for setting up a special deposit in local currency, in amounts com-
mensurate with any aid furnished on a grant basis. This is more
fully discussed elsewhere in this report, but must be mentioned as a
means of greatly increasing the effect that may be gained by grants,
since they will be matched by local funds that will be used in some
measure and in various ways to promote recovery.

In addition to the terms that must be embodied in bilateral agree-
ments there are statements of policy embodied in section 102, and con-
nected with the provision for termination of aid in section 118. This
puts it within the power of the Administrator to relate the quantity of
aid given, and the continuance of aid, to the performance by the
recipient of its obligations. He is also directed to refuse delivery to
participating countries of commodities or products which go into the
production of commodities or products for delivery to any country
which has announced its intention to attempt to prevent the success
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of ERP which commodities or products would be refused export
licenses to those countries by the United States.

Administrative provisions for follow-up on the use of aid are pro-
vided in the terms of section 108 setting up a United States Special
Representative in Europe and special missions abroad under the
Economic Cooperation Administration.

Finally there are the provisions of section 123 concerning reports to
the Congress, both current and at stated times. Given the character
of the program, as one extending presumably over a number of years,
and requiring not only renewed appropriations but also renewed
authorization annually, there will be an annual check of which all
concerned with, remain conscious, and especially the recipients them-
selves. Over the long course this may prove to be the most effective
of all checks embodied in the program to assure proper and efficient
utilization of aid.

M. CONGRESSIONAL CHECKING

The provision in section 23 of the bill as passed by the Senate for
the so-called watch-dog committee has now been stricken. The Legis-
lative Reorganization Act of 1946 was specific in avoiding the dangers
of creating overlapping jurisdictions and increasing the lack of responsi-
bility for legislative authorization and scrutiny by eliminating special
committees of this character. The Committee on Foreign Affairs has
been duly vested with and throughout its history has operated in the
area of economic foreign policy. The primary responsibility under
the Constitution for the initiation of economic measures involving
revenues and expenditures rests with the House of Representatives.
The function of the Senate Foreign Relations Committee is more
primarily that of considering treaties and matters of high policy. It
may naturally not be concerned at the creation of a committee which
through its scrutiny of economic aspects of foreign policy has de-
volved by tradition and by constitutional usage, in considerable
measure, on the House, and through the House Committee on Foreign
Affairs. This committee is therefore the proper agency for performing
for the House of Representatives the functions vested by the Senate
bill in the Joint Congressional Committee on Foreign Economic Coop-
eration. The authorizing committees of Congress have the duty to
review the performance under their authorizations.

Long experience with joint committees of the character of the one
proposed by the Senate has proved and continues to prove that they
are more attractive in theory than in practice. They do not command
the responsibility which goes with the legislative duties and undivided
responsibility of a standing committee.

N. THE CENTRAL AGENCY

It 1s essential to the success of the program that it be allowed to
get, under way without delay. No less essential is the necessity of
getting precisely the right man to head it. This involves a possible
conflict. The necessary care in selecting the Administrator may
result in a slight postponement of the establishment of the central
agency of administration. Accordingly, the President is authorized
to select any agency of the Government to take the initial steps,
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pending the qualification of the Administrator or his Deputy. The
interval for such administration is limited to 30 days and may be
extended if the President has nominated an Administrator or a Deputy
Administrator and if neither has qualified. This limitation, aimed to
produce rapid action in establishing the permanent agency, was added
by the Senate. The committee decided to concur in this general
provision after weighing several possible alternatives. The Herter
bill has no provision for interim administration.

The permanent agency proposed in the administration bill, accepted
in the Senate bill, and now recommended by this committee, i1s an
administratively independent establishment of the executive branch,
noncorporate in form. It will be known as the Economic Cooperation
Administration.

The principal alternative is that proposed in the Herter bill—a
corporate agency to be known as the Emergency Reconstruction
Authority.

No question was given more searching examination by this com-
mittee, in the deliberations upon the bill, than the question of corporate
as against noncorporate administration. The committee heard
arguments of singular persuasiveness on both sides of this issue.

For the corporation, there were the arguments that it would tend
to insure businesslike administration, that the Administrator’s
judgment would be tempered by a board of directors, that freedom
from the usual restrictions upon accounting and contracting by Fed-
eral agencies would be eliminated.

For the noncorporate form there were the arguments that it would
insure the direct responsibility of its chief to the President, that it
could work in closer liaison with the regular departments of the Fed-
eral Government which are of similar form, and that freedom from
the hampering restrictions upon practices of Federal agencies could
be eliminated by specific exemptions in the act.

The committee was most strongly impressed by the argument of
direct responsibility to the Chief Executive in an operation involving,
as this program will, considerations of the utmost delicacy in the
execution of major policies of this country, both domestic and foreign.
Mindful, however, of the advantages claimed for the corporate form,
the committee decided to permit the chartering of a corporation for
business operations in this program when such might be found by the
Administrator to be conducive to the success of the program. It so
recommends to the House.

O. THE ADMINISTRATOR

The Administrator’s qualities and abilities will largely determine
the success of the undertaking here envisaged. He must combine
tact, force, and experience. He will be called upon to perform a pub-
lic duty the critical character of which has seldom if ever been sur-
passed in the history of the Nation.

The Administrator and his Deputy will be nominated by the Presi-
dent, subject to senatorial confirmation. The Administrator will
have Cabinet rank. _

The committee heard many interesting suggestions brought forth
in testimony, including administration by a Cabinet secretariat, a
board of four with a requirement for the concurrence of three in any
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action taken, a committee of Presidential appointees who must be
businessmen, and a split administration with one head for program-
mg and another for supply and distribution. The committee
concluded that a single chief was preferable to such alternatives.

To whom will the Administrator be responsible? The bill as
proposed by the President states his subordination to the Secretary
of State on all matters affecting the conduct of foreign policy—a
broad field for intervention since virtually everything in the program
will affect foreign policy. The bill passed by the Senate states his
direct responsibility to the President. The committee decided to
concur in this provision. It carefully weighed but put aside the
proposal in the Herter bill making the chief of the program responsible
in part to a corporate board of directors and in part to the President.

P. ADVISORY PROVISIONS

Who will advise the Administrator? This is a question of consider-
able importance. It will be necessary to give him access to the
wisest and most prudent counsel.

The bill as originated by the President proposes that regular advice
on international financial matters be supplied through contact between
the Administrator and the National Advisory Council on International
Monetary and Financial Problems established under the Bretton
Woods Agreements Act The bill as passed by the Senate includes
not only this provision but also a provision making the Administrator
a member of the National Advisory Council. The Senate bill also
provides for an advisory board of up to 12 members, to be nominated
by the President and confirmed by the Senate, to sit with the Adminis-
trator presiding as chairman. This advisory board will be required
to meet at least once a month or on call of the Administrator, and any
three members of the board will be empowered to precipitate a meeting.

To insure against & monopoly of the board membership by any party,
no more than a majority of two from any one party is permitted.

As recommended to the House by this committee, it is specified that
the board be drawn from leaders in business, labor, agriculture, and
the professions.

Besides the Public Advisory Board, the Administrator is authorized
to summon special advisory boards to sit with him as special problems
arise requiring him to counsel with leaders of particular groups of
the public.

'The committee weighed carefully the merits of the Foreign Aid
Council proposed as an advisory body in the Herter bill. This was
strongly supported in the hearings. This Council would draw together
the Secretary of State, the Secretary of the Treasury, the Secretary of
National Defense, the Secretary of Agriculture, the Secretary of
Commerce, the Chairman of the Board of Directors of the Export-
Import Bank of Washington, and seven members of the Board of
Directors who sit with the chief of the program in corporate affairs.

The committee came finally to the view that the best mechanism for
advice was one which would separate the public sources and the
official sources of advice rather than merging them.
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Q. POWERS AND RESPONSIBILITY

The Administrator’s general powers are specified in the Senate ver-
sion of the bill and the version now reported, in contradistinction to
the bill in its original form. They include the power to review and
appraise requirements of participating countries, formulate the pro-
grams of assistance, approve specific projects submitted by the par-
ticipants, provide for efficient execution of the program. He 1s also
to determine upon withdrawal of aid from any participating country
failing to meet its obligations or misapplying assistance, or in event
of a change in conditions affecting the national interest of the United
States. His specific powers are stated through the bill. In all his
functions he will be primarily responsible to the President.

The President will play a special role in nominating the Adminis-
trator and his Deputy, the special representative in Europe, and the
Public Advisory Board. He will determine both the agency to per-
form interim administration pending the establishment of the perma-
nent agency and the /agency to succeed the Economic Cooperation
Administration upon its expiration. He will control thz funds. He
will exercise the determining authority in prescribing release from
the usual restrictions upon contracting and accounting. He will
have the final word in the establishment of special arrangements with
international organizations, including agencies of the United Nations
as well as the United Nations itself, in the execution of the program.
Most tmportant of all, he will be the arbiter in policy differences be-
tween the Administrator and the Secretary of State on foreign-policy
matters and between the Administrator and the official who adminis-
ters the 2xport controls on questions in the field where their respon-
sibilities obviously merge.

The Secretary of State’s role in the program also deserves special
attention. As already mentioned, the bill as passed by the Senate
and now reported considerably modifies the subordination of the
Administrator to the Secretary of State on foreign-policy matters.
It provides for continual interchange between them on all matters of
mutual concern. It provides a special access to the President, who
will settle the issue, on actions contemplated by the Administrator
and considered by the Secretary of State as incompatible with other
aspects of United States foreign policy.

The question naturally rises whether there is an equivalent oppor-
tunity for the Administrator to take issues to the President. In the
commitee’s view the power of the President to issue directives to all
agencies regarding cooperation in the program, the specified Cabinet
status of the Administrator, the Administrator’s direct access to the
President, and the President’s inherent authority as Chief Executive
over his immediate subordinates are sufficient protection to the Ad-
ministrator. The committee believes that the bill gives assurance .
of coordination in our foreign policy, insofar as this can be assured
on the organizational plane. _

Finally, in connection with the President’s role, special attention
should be called to the obligation placed upon the President to seek
the assistance of other Western Hemisphere countries in the program.
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R. RELATION TO OTHER AGENCIES

In considering the status and powers of the Administrator, it should
be stressed that he will be on a plane equal with that of the heads of
the Departments of the executive establishment. A provision is in-
cluded specifying that the President shall have power to direct other
agencies to afford him required assistance in personnel and facilities.
The administration bill had left such assistance contingent upon the
consent of the head of the other agency concerned. With the change
made in the Senate and concurred in by this committee, the Admlms-
trator will be assured of the support of other agencies.

The Administrator will have a direct line of connection with the
overseas organization established by the Government to carry on the
program. He will be authorized to appoint overseas personnel in his
own right, as well as to facilitate their appointment through channels
of the Foreign Service reserve. He will have a direct authority over
the chief of the mission for special European recovery program
affairs in each participating country. He will have a direct line of
communication with the Special Representative of the program in
Europe.

The committee gave close study to the interesting proposal in the
Herter bill to leave the methods, organization, and relationships over-
seas to be determined by the President and, under him, by the manag-
ing authority of the program. The committee came to the conclusion
that it would be preferable to have the Congress determine the out-
lines of organization rather than to leave such essential parts of the
structure to be worked out within the executive establishment.

Finally, it should be pointed out that the Administrator will be
brought into close touch with the participating countries. Though the
basic agreements will be made by the becwtfuy of State (‘011‘%11“1110‘
the Admlmstmtor the implementing and interpretative ‘lgleements
under the basic agreements will be in the Administrator’s hands. It
is he who will authorize and arrange specific assistance and advance
credits. He will work out projects for increasing production of
critical materials, enter into arrangements for the convertibility
guaranties, determine in joint agreements the use of local currency
funds, take steps to encourage resettlement of displaced persons,
stimulate steps toward joint (ngamzatmn among the participating
nations, and finally determine (subject, of course, to Presidential con-
currence in the event of (hb(wmoment with the Secret tary of State)
when aid must be terminated because of failure to comply with the
terms of the program or for other reasons.

S. THE LOCATION OF EXPORT CONTROLS

The location of export-control authority was presented to the com-
mittee as of crucial importance in relation to the questions of central
authority in this program. The Herter bill contemplates the locating
of export-control authority in the Administrator, along with the
attendant power to make domestic allocations of cutlcally short items.
The committee heard many presentations of the argument that such
an arrangement would be indispensable in affording the Administrator
power commensurate with his responsibilities. The committee con-
cluded, however, that the more cogent arguments were on the side
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of leaving present arrangments undisturbed. There is in sight no
need for domestic requirements to be made claimant against the
European recovery program or for experts to all areas of the world
to be made subject to the veto of an official whose statutory responsi-
bility is related to our trade with one area.

The theoretic evidence on this point was mixed. In any event,
if experience should clarify—as theoretical arguments do not—a need
for integrating export controls in the Administrator of the European
recovery program, the authority for so establishing them 1is already
at hand in Public Law 395, Kightieth Congress. The committee
would be reluctant to force such a change—thereby disrupting existing
relations and disestablishing existing agencies—without more com-
pelling evidence of the necessity. In the committee’s view a pro-
vision, developed in the Senate stage of the bill, for continual inter-
change between the Administrator and the official, if other than the
Administrator, exercising authority over export controls, with specific
recourse to the President in event of policy disagreements, gives
adequate assurance that export controls will be harmonized with the
needs of the European recovery program.

T. THE OVERSEAS ORGANIZATION

Specific attention should be given to the organization overseas.

Its central figure will be the Special Representative of the United
States before any organization set up by the participating nations.
He will coordinate undertakings abroad involving any groupings of
participating nations. It is obvious that such an ambassador will
be needed since the scope of the general undertaking and of specific
subsidiary undertakings will be wider than the mandate of any chief
of a diplomatic mission. The Special Representative will serve this
country’s interests also before the Economic Commission for Europe.
He will be given rank commensurate with the importance of his
position—the rank of a chief of mission.

The Special Representative is provided for in the bill in its original
form.” The Senate has added provisions specifying that he must
keep the Secretary of State, all chiefs of United States diplomatic
missions and special European recovery missions concerned, and the
Administrator informed of his activities. The committee has added
that this same line of communication should extend to the committees
of the House and of the Senate involved in the foreign policy and
financial considerations of the program. :

The special missions will carry on the program in each country.
This is in accordance with the President’s original proposal, but the
details have evolved considerably in the legislative history of this
bill. The Senate has taken thé chief of mission out from under the
wing of the chief of the diplomatic mission in each country. As now
established, the chief of the recovery mission will rank in precedence
immediately below the chief of the diplomatic mission, with whom
mutual, constant communication is provided. In event of a difference
that cannot be reconciled on their level, the chief of the diplomatic
mission will have recourse to Washington for final settlement. The
committee considered whether a like recourse should be specified for
the chief of the recovery mission. Its decision was that in any case
such recourse would be inherent, and that to specify it would tend
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toward the establishment of two-headed missions. The committee
believes the present formula strikes a proper balance between unity
in policy and independence in-action.

The committee has altered the language of the bill, however, to
correct the inference that a special mission must be established in
each participating country. In some instances it may be well to have
one mission for two or more nations. Flexibility in the requirement
seems prefereable to rigidity.

As to the staff personnel of the special missions, the President’s
proposal provided for their appointment in the Forelgn Service Re-
serve. For some members this might be desirable from the standpoint
of prestige and precedence. For others it might be undesirable as
involving them in formal considerations havmg no relationship to
their practlcal work. The Senate wisely altered the proposal to per-
mit direct appointment by the Administrator as well as Foreign
Service Reserve status by appointment through the Secretary of
State. This option will permit conformity with the choice of the
individual and the nature of his job in determining his status.

Employment of aliens as subordinate perbonnel at clerical levels in
the special missions is authorized.

U. RECRUITMENT PROVISIONS

The program. will be no better in the last analysis than the abilities
of the people who operate it. No portions of the bill are of more critical
importance than those relating to personnel.

One most important provision is that providing for the loyalty
investigation of those persons who are employed for overseas duty in
the program. It is indisputable that these must be of unfaltering
fealty to the security of the United States and to the objectives of the
program. The bill as it comes from the Senate includes provisions
similar to those in the bill as proposed by the President. It would
require investigation by the Federal Bureau of Investigation before
any employee could be put permanently on the rolls. It would permit
temporary employment pending such investigation and following a
security check by the Department of State or the Administrator. The
Herter bill includes no specific related provision.

In the committee’s view the stipulations as adopted by the Senate
are not rigid enough. It appears mandatory that investigation by the
Federal Bureau of Investigation be made a condition precedent to
employment. The program must be protected against the remotest
possibility of disloyalty in its staff even for a temporary period. The
crux 1s that it is infinitely easier not to hire a disloyal person than it
is to get rid of him once he is hired.

Talent is second in importance only to loyalty. The Herter bill
would make it possible to enlist the best talent by freeing the admin-
istration in toto from the usual restrictions surrounding Federal em-
ployment. The corporate administration would be permitted to hire
and pay on its own terms. In the committee’s view this freedom of

restriction 1s not necessary to insure the objective. The committee
adoptod therefore, the terms of the bill as passed by the Senate.

These set a salmy level of $20,000 per annum for the Administra-
tor—$5,000 above the salary level of a Cabinet Secretary—and
$17,500 for his Deputy. It will be permissible to pay up to $15,000
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for 10 additional key members of the staff. Fifty others can be paid
without regard to salary classification—that is to say, up to $10,000
a year if necessary. Advisers and consultants will b> allowed a $50
per diem. The Special Representative overse s will be compensated
at the level of $25,000 per year plus generous allowances. Other
personnel serving overseas will be given the pay and perquisites of
Foreign Service reserve personnel—providing a top level of $13,500
per year plus allowances.

Exemption from Federal laws barring the employment of persons
identified with companies having a claim against the United States
or receiving benefits from services rendered the United States is
included in the bill as reported. This will permit the unhampered
employment oi individuals on leave from industry.

VI. AnaLysis oF TiTLE II: THE INTERNATIONAL CHILDREN’S
EMeERGENCY FunD

Under title IT of the act, an authorization has been given for the
appropriation of $60,000,000 for additional United States contribu-
tions to the International Children’s Emergency Fund. These
contributions will be additional to the sums contributed under author-
ity of the joint resolution of May 31, 1947 (Public Law 84, 80th Cong.),
which authorized the immediate contribution of $15,000,000, which
has been made, and additional contributions up to $40,000,000, at the
rate of $57 for every $43 contributed by other governments.

The International Children’s Emergency Fund was created by the
General Assembly of the United Nations. It operates as a subsidiary
organ of the United Nations under the direction of an executive board
and reports to the Economic and Social Council of the United Nations.
The United States representative on this board is Miss Katharine
Lenroot. The Director of the operations of the fund is Mr. Morris
Pate, an American. Contributions to the fund have been made or
pledged by 20 countries in the amount of approximately $29,000,000.
Contributions from nongovernment sources, including UNRRA,
amount to approximately $12,000,000. United States contributions
to date have consisted only of the first $15,000,000 authorized in the
joint resolution of May 31, 1947, but, as a result of contributions by
other countries, amounting to approximately $13,000,000, another
$2,000,000 is now due from the United States. Continued deteriora-
tion in economic conditions abroad have made it impossible for many
of the other countries to make further contributions.

It is expected that there will be approximately 14 beneficiary
countries, namely, Albania, Austria, Bulgaria, Czechoslovakia, Fin-
land, France, Greece, Hungary, Italy, Poland, Rumania, Yugoslavia,
China, and certain other areas of the Far Kast. The largest allot-
ment has been made to China, while the next largest allotments have
been for Italy and Poland. _

Under title IT of the act, the total United States contributions,
including the total amount authorized in title II and the amount
authorized in the joint resolution of May 31, 1947, may not exceed
50 percent of the total resources contributed after May 31, 1947, by
all governments, but in no event more than $100,000,000. The
additional authorization would make it possible for the fund to care
for a total of 5,500,000 during a 12-month period.
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VII. ANnavrysis oF TitLe II1: MriLitary-TyPE AID TO GREECE,
Turkey, AND CHINA
A. PURPOSE OF THIS TITLE

The sole and expressed purpose of the Government of the United
States in this title I1I is to render such prompt, effective, and efficient
military assistance to the countries of Greece and Turkey as will per-
mit these two member nations of the United Nations to effectively
implement their own efforts to survive as free and independent en-
tities in the face of armed aggression across international frontiers,
which aggression is in the instance of Greece, and as determined by
the United Nations, in violation of the provisions of the Charter of
the United Nations.

The two countries have been, and continue to be, subject to external
pressures by Communist-dominated nations which pressures pose a
constant threat to internal security and economic stability. Without
immediate and effective assistance such as is provided in the terms of
this title, it is believed that neither Greece nor Turkey can long sur-
vive the determined and unrelenting attacks upon their independence.

This title recognizes not only the immediate threat to the countries
concerned but also the responsibility of the United States for the
maintenance of international peace, the desire for which caused us to
take a leading role in, and led us to subscribe to, the deliberations
and findings which resulted in the formation of the United Nations.
"~ On February 26 the Secretary of State requested the Congress to
extend Public Law 75 (80th Cong.) and to authorize the appropriation
of an additional $275,000,000 for assistance to Greece and Turkey.
The funds were requested in order to continue military support to
the Greek and Turkish Governments in addition to the economic
assistance which will be given to those countries under the European
recovery program. The need for this additional assistance is occa-
sioned by continued and increasing Communist pressure upon Greece
and Turkey which threaten their independence and territorial
integrity.

B. THE GREEK PROGRAM TO DATE

Under Public Law 75 there was authorized in May of 1947, a total
of $400,000,000 for military and economic assistance to Greece and
Turkey. Of this amount, $300,000,000 was allocated to Greece.
Original plans were that approximately one-half of this total would
be utilized for the economic rehabilitation of the country, and the
remainder for the equrpment and supply of the Greek armed forces
in their fight against Communist guerrillas threatening to overthrow
the elected constitutional government. In consequence of intensified
guerrilla activities, aided by totalitarian countries to the north of
Greece, a deteriorating military situation during the past several
months has necessitated the diversion of some $23,000,000 from
economic to military purposes, and reconstruction has suffered
accordingly. A greater amount could not have been diverted without
seriously jeopardizing the economy.

There have, moreover, been other developments adversely affecting
the Greek program. Drought last year reduced the anticipated
cereals harvest by nearly one-third. Rising prices resulted in fewer
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goods being bought with funds available. Largely as a result of con-
tinued insecurity, Greek production and exports have not reached the
levels expected. The influx of some 450,000 refugees in rural areas
has created a serious health and welfare problem, and has imposed a
heavy additional burden upon the Greek budget. y

Notwithstanding these difficulties, however, there have been sub-
stantial successes under the program thus far. Most important is the
fact that the Communists have been unable to accomplish their objec-
tive of the collapse of the Greek economic and political structure.
Beyond this, the Greek Government administration has been im-
proved, many basic economic reforms have been instituted, and recon-
struction of transportation and communication facilities has proceeded
in those areas where security conditions permitted. With American
aid the Greek people have been supplied on an austerity basis, and
starvation or semistarvation have been limited to remote areas under
guerrilla domination.

The size and strength of the Greek armed forces have been sub-
stantially augmented, and they are now better equipped to cope with
the guerrilla problem. One hundred national-defense battalions are
being formed and armed to perform static defense of villages, in order
to relieve the army for offensive warfare. Since December, American
military personnel have been engaged in providing strategic and tacti-
cal advice to army units down to the divisional level. With these
improvements, and with the additional aid requested, the Greek forces
are prepared to meet the situation as it exists or can reasonably be
foreseen, unless the volume and nature of assistance to the guerrillas
is substantially increased.

It 1s estimated that as of March 31, $287,181,000 of the Greek
program will have been committed, leaving a balance of only $7,819,-
000 for commitments after that date. Most of this balance is related
to economic programs, and in order to prevent a break in the flow
of military supplies, additional funds are needed in the immediate
future.

C. THE TURKISH PROGRAM TO DATE

The $100,000,000 earmarked for Turkey under the appropriation
made pursuant to Public Law 75 was wholly for military purposes.
The first important shipments under the Turkish program were not
made until the latter part of December and the early part of January,
due to a rather protracted planning period which was needed to assure
the most efficient use of the funds available. Shipments are going
forward rapidly, however, and will for the most part be accomplished
before the end of July 1948. Virtually all will have been received in
Turkey by the end of September.

The supply of this material has been concrete evidence of the
United States determination to assist Turkey in her efforts to resist
Russian pressures and has been highly successful in bolstering the
morale of the Turks. The Turkish Army has been made better able
to meet any eventuality. In Turkey, therefore, the major success of
the program has been that the determination and ability to resist
Communist pressures 1s substantially greater than would have been
possible without American aid.
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D. ADMINISTRATION OF PUBLIC LAW 75

Responsibility for administering the Greek and Turkish aid pro-
grams has been vested by the President in the Secretary of State. In
his administration of the program, the Secretary of State receives the
cooperation of all departments of the Government whose facﬂ_ltles can
contribute to the success of the program. Those primarily involved
are the Department of National Defense, which is largely responsible
for military aspects of the program; the Treasury Department which,
through the Federal Bureau of Supply, procures industrial items for
the Greek civilian economy; the Department of Agriculture, which
procures agricultural requirements; the Public Roads Administration,
which directs road development work in Turkey in relation to the
military program; and the Army Corps of Engineers, which has been
given responsibility for administering reconstruction work in Greece.

Administration of the program in Greece is under the direction of
former Nebraska Governor, Dwight P. Griswold, Chief of the Ameri-
can Mission for Aid to Greece. The mission, which consists of about
152 civilians and 238 military personnel, is comprised of a military
branch under direction of Lieutenant General Van Fleet, and an eco-
nomic branch. The economic branch is responsible for functions em-
bracing almost all phases of the Greek Government and economy.
Its advisory responsibilities include such matters as the control of
the Greek budget and foreign exchange resources, industry and min-
ing, reconstruction, labor, agricultural rehabilitation, public health,
relief, and others.

The American Mission for Aid to Turkey is under the direction of
the Ambassador, Mr. Edwin C. Wilson. The mission is entirely
military in nature and consists of about 152 American personnel.

The Department of State’s program coordinating functions have
been centralized in the Office of the Under Secretary, and are under
the direction of Mr. George C. McGhee, Coordinator for Aid to Greece
and Turkey. The established units of the Department, as well as of
other Government agencies, are used to the fullest possible extent in
carrying out work under the program. The Coordinator’s staff is a
relatively small group including specialists needed to supplement
regular departmental personnel.

E. POLITICAL AND STRATEGIC CONSIDERATIONS

While the American aid program has thus far maintained Greek
and Turkish independence, Communist pressures upon those countries,
particularly Greece, are even greater than when the program was
inaugurated. The Communists are convinced that time will play
in their hands and that they will be able to take over by default
when American aid is terminated; their hopes are based on the belief
that the United States will be unwilling to continue support of the
military forces of Greece and Turkey.

The Communists recognize that the continued existence of Greece
and Turkey as free nations is an obstacle to their aggressive designs,
particularly to their plan to dominate the eastern Mediterranean.
Their bitter attacks on the program are evidence that they realize
that with American assistance, Greece and Turkey will not be easy
targets for their subversive activities.
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The satellites no longer make any pretense of their objective of
destroying democracy in Greece and Turkey. The United Nations
Investigation Commission which was sent to Greece by the Security
Council found clear evidence that the countries to the north of Greece
were furnishing aid to the guerrillas. Albania, Bulgaria, and Yugo-
slavia refused this United Nations mission entry in their territory,
and in later stages of the investigation refused in any way to cooperate.
These countries have blatantly flouted recommendations of thz
General Assembly by refusing to recognize or cooperate with the
Special United Nations Committee sent to the area to promote
conciliation. They have openly endorsed the activities of the guer-
rillas and have by various means aided them in their cruel and criminal
warfare. The United Nations mission recently reported, for example,
that there is no doubt that supplies and equipment used by the guer-
rillas in the battle of Konitsa at Christmas time were supplied from
across the frontier. There are reports that about 30,000 members
of an international brigade, now mobilized in those countries, threaten
entry into Greece to join the guerrillas.

Russia has not withdrawn its demands for military bases in the
Dardanelles. It has publicly reiterated in the forum of the United
Nations its claims to the Turkish Provinces of Kars and Ardahan.
Continued pressure against Turkey makes it necessary for that country
to maintain large forces under arms.

Failure to continue our support of Greece and Turkey would have
serious consequences not only in those countries but throughout Europe
and the Middle East. As stated in preliminary report No. 12 of the
Subcommittee on Italy, Greece, and Trieste of the House Select Com-
mittee on Foreign Aid, withdrawal of American support from Greece
would result in the overthrow of the Government by Communist
forces. Such a catastrophe would be used by Communists throughout
Europe to point out to those who are now valiantly resisting Commun-
ist infiltration the uncertainty of relying on United States help. The
effects of such withdrawal would greatly weaken the determination of
constitutional forces resisting communism elsewhere. The effect upon
Turkey would be serious. Beyond this, there are highly important
strategic reasons why Greece and Turkey must not fall. An inde-
pendent Turkey is a block in the path of any power seeking the rich
oil and other resources of the Near East. This was recently pointed
out in a report by Representatives Bolton and Merrow of the Com-
mittee on Foreign Affairs. Maintenance of the freedom of the
Turkish Straits 1s of great importance, as is control of the Greek
islands, which gives control of the Aegean and the approaches to the
Dardanelles and the Bosphorus. The strategic importance of both
countries in relation to the entire Mediterranean area is obvious, but
the politcal significance of preventing their subversion is even greater.

F. USE OF $275,000,000 ADDITIONAL APPROPRIATION

Both Greece and Turkey are included in the European recovery
program and will receive economic assistance from the United States
under that program. The additional funds requested under Public
Law 75 are intended for military purposes. In requesting the addi-
tional appropriation the Secretary of State urged that the President
be vested with authority to allocate the funds so that they may be
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made available as needed and in ligcht of the relative emergency of
requirements of the two countries. For this reason the authorization
for the appropriation has been made available in total and not ear-
marked by country or otherwise. The sum requested is, however,
based on detailed estimates of the requirements of the two. countries,
which have for security reasons been made available in classified status
to the committee.

In order to meet urgent Greek military needs during the remainder
of the preserit fiscal year over and above those for which funds are
not available, as well as to initiate procurement arrangements in
connection with the requirements of both countries duruw the next
fiscal year, funds will be needed in the immediate future. For that
reason there has been incorporated in the enabling legislation authority
for the advance by the Reconstruction Finance Corporation of
$50,000,000, to be reimbursed after the related appropriation bill
has been enacted.

It is planned that administration of the funds requested will con-
tinue substantially as for funds previously provided under Public Law
75 for military purposes.

G. THE PURPOSE OF THE NEW LEGISLATION ON GREECE AND TURKEY

The new legislation contained in title IIT makes certain changes
which relate to Greece and Turkey. Changes relating to China will
be discussed separately at a later point.

Three of the changes are merely technical. Section 302 provides
that civilian personnel may be detailed to the United States mission in
the country concerned, or to the government of the country. This
clarifies the provision made in Public Law 75 of the Eightieth Congress
which simply authorized the detail of personnel “to assist those
countries.” The same section further fills in language concerning the
status of such personnel which was previously covered by reference
to the act of May 25, 1938 (52 Stat. 442), a statute which had been
repealed since the passage of Public Law 75. The third technical
change is in section 303, which makes the same provision for detail of
military personnel to the United States missions that was made
for civilian personnel by the preceding section.

A further change substitutes the proviso concerning loyalty clear-
ance of personnel Trom section 10 of title I, instead of ‘the provisio on
the same matter as written in Public Law 75. The new provision
permits assignment of personnel already employed by the Government
pending investigation, and makes an exception of personnel appointed
by the Pr esident with the advice and consent of the Senate.

A further allotment of funds for the Greek-Turkish aid program is

made in section 304. The amount authorized to be appropriated is
increased from $400,000,000 to $675,000,000, to cover the requested
addition of %"15,000,000. The clause IHO\\H](" the Reconstruction
Finance Corporation to advance a fraction of these funds, pending
appropriation, is renewed in the amount of an additional ‘fs)O 000,000
with a change to allow repayment to be without interest.

H. PROVISION FOR CHINA IN TITLE III

Aid for European countries has been of two types, distinguished as
such in the requests made to Congress by the executive branch. The
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first type has concerned such situations as those in Greece and Turkey,
under direct threat by outside forces. Aid in such situations is
characterized by the purposes of the so-called Truman doctrine;
military advice and supplies have been recognized as being as impor-
tant as economic aid designed for relief or recovery in such countries.
The other type of aid is that implied in title I of this bill, designed to
serve the purpose of economic recovery. In the judgment of the
committee, China, like Greece and Turkey, is a case to which each of
these two types of aid are properly applicable.

The committee expressed this judgment by separating the proposed
aid for China into two parcels, matching in nature the two types of
aid to certain European countries provided in title I on the one hand
and 1in title ITI on the other.

In order to grant to China substantial aid of the same character as
the aid to Greece and Turkey, two types of provision had to be made
in the bill. First, amending language had to provide for China under
the terms of Public Law 75 of the Eightieth Congress. Second, an
additional authorization had to be made to cover such aid under this
law, as amended.

The committee was moved to this decision by the known facts of
the situation in China, backed up by the evidence presented by several
leading witnesses. China, like Greece, is torn by civil war supported
by resources.outside the country. In China, as in Greece, domestic
political reform and economic recovery had become nearly impossible
unless a minimum solution of military security could first be found.
Much of China, like Greece and Turkey, has the character of a frontier
region, covering a more important area whose independence i1s an
mterest of the United States. Not all witnesses were in agreement
that military aid should be given to China, but nearly all were agreed
that without military-type aid, economic aid would be a most dubious
venture. '

The importance of the independence and territorial integrity of
China to the interests of the United States is regarded by the com-
mittee as a sound principle of policy, as much so today as when it
was first recognized as one of the most fundamental principles of the
foreign policy of the United States, half a century ago. To give China
no aid, in the committee’s opinion, would be tantamount to forsaking
this policy or of accepting its defeat.

For these reasons the provision was made for aid to China, at a cost
not to exceed $150,000,000, of the same character as aid to Greece and
Turkey under title III. This amount does not appear large. There
are several reasons why the total military assistance rendered to
China, with this increment, may be greater than would appear possible
at first glance. First, there is a considerable amount of such aid now
going forward under past surplus-property transfers long dormant, but
recently reactivated. Second, much of the money may be spent to
buy at low prices and transport to China surplus war stocks now in
Pacific areas which are not sufficiently valuable to justify returning to
the United States but require American men and money to guard
while they steadily deteriorate. Third, the character of Chinese war-
fare is such that a little material aid can go a long way.

The two types of aid are not separated by any watertight partition.
But they are sufficiently distinet in character so that they are sepa-
rated, for aid to Europe, into the recovery type of aid covered by
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title I, which includes Greece and Turkey, and by the primarily mili-
tary type of aid covered by title III, specifically for Greece and
Turkey. The distinction is essentlallv the same as the distinction
between the Truman doctrine and the Marshall plan, or between a
fence and a cornfield. It is equally as valid for China as for Europe.

VIII. Axavysis oF TitLe IV: PrimMariLy Economic Aip To CHINA
A. THE NEEDS OF CHINA

China had continuous foreign war from the time when its war with
Japan began, in 1937 at the Marco Polo Bridge in Peiping, until the
end of the Pacific war in 1945. It has had civil war ranging from.
desultory to intensive in scale and character for 40 years.

The efforts made during the war against Japan sapped the strength
of the entire economic, fiscal, and administrative system of the
country. Large sections of the country, including the richest, were
occupied for as long as 8 years, and the Government was deprlved of
all revenue from such areas. Many millions of people were displaced
as refugees, much of the industry of the country was destroyed, the
few rail lines were torn up, repaired, and torn up again. After Pearl
Harbor the nation suffered almost complete blockade for 3 years..
The fraction of the national budget devoted to military expenses has
been at the war level for more than a decade, and essential civilian
functions have suffered seriously. Despite remarkable success in
breaking inflation during 7 years or more, the debt burden eventually
reached the point at which inflation became uncontrollable.

Since the close of the Pacific war against Japan the process of
reconstruction has been almost wholly arrested. In the words of
General Marshall: ‘“Thus far, the principal deterrent to the solution
of China’s economic problems is the civil war which has drained the
Chinese Government’s internal and foreign-exchange resources, con-
tinued the destruction of property and the constant disruption of
economic life, and has prevented recovery. The Communist forces
have brouOht about terrible destruction to wreck the economy of
Clhma ThlS is their announced purpose—to force an economic
collapse.’

In addition, the occupation of Manchuria by the Russian Army,
together with loose reparations terms put into execution by the
Soviet forces on the spot, stripped Manchuria of much of its industrial
equipment, and the major part of all heavy industry in China. At
the same time it facilitated the transfer of vast stores of surrendered
Japanese equipment, ammunition, and supplies to the Chinese Com-
munist forces, and the occupatlon by those forces of large sectors of
Manchuria.

The case of China under these conditions is parallel to that of
Greece. Economic recovery requires reforms in the finances which
depend upon reforms in the Administration, which in turn depend
upon some relaxation of military effort, which in turn can come only
when secure conditions have been established in areas now torn by
guerrilla warfare. The experiment of withholding aid in order to
secure reform first has been tried and has had only undesirable effect.
In the judgment of the committee there is no question that aid must
be given if China is to turn the corner and begin to recuperate, or
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even to survive as a genuinely independent nation and a friend and
ally of the United States.

B. THE INTEREST OF THE UNITED STATES

The interest of the United States in the maintenance of an inde-
pendent and friendly China, as the basis of American security in the
Far East, has been an established principle of United States foreign
policy for half a century. China is an immense area, with an im-
mense population. Its economy is largely agricultural and on a
-subsistence basis. Industrial development was just getting under
way when Japan attacked. The special privileges the citizens of
certain foreign powers enjoyed for 100 years further complicated the
task of achieving full unification and independence. These and other
factors delayed modernization and China’s role as a world power has
been proportionately slight. But during the period of relative peace
from 1927 to 1937 China made remarkable progress, especially in
education, transportation, and health measures. She had embarked
.on a real renaissance. It is to be assumed that modernization will
go forward again and rapidly, whenever internal order and economic
stability can be established.

In area and population China is larger than prewar Europe. As
the gap between Chinese and western technology is closed it will
become more and more comparable to Europe as one of the great
areas of political and economic power in the world. Even when
China was under the corrupt Manchu dynasty, and later under the
rule of provincial war lords, the United States recognized that it was
indispensable to its security that China not fall under control of any
-other power, in whole or in part. The United States has consistently
favored the independence of China against threats to that independ-
ence from Japan and other powers. In fact, it was American refusal
to accept Japanese seizures of Manchuria and other parts of China
that precipitated World War II.

At present there are forces within China, aided and abetted from
outside, that are endeavoring to take over the entire country. If no
aid 1s given by the United States one of two results would appear
certain—either China, with her huge manpower and resources, will
become a Soviet satellite comparable to Poland or Yugoslavia, or
civil war will remain a chronic condition with the country torn and
prostrated.

Because of the lower level of economic life in China in comparison
with Europe, and because China’s natural resources are greater and
her food production more nearly adequate, the quantity and cost of
aid to China is relatively much smaller. But the character of the
problem is otherwise the same, and, in the judgment of the committee,
the United States can no more afford to see China become a coordi-
nated. part of another system than it can afford to see Greece and
Turkey become part of another system.

C. TYPE OF AID REQUIRED FOR CHINA
China requires aid of the same type as that extended to the Euro-

pean countries under title I, but it also requires aid of the special types
included in the program of Greek-Turkish aid extended under the
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Greek-Turkish Aid Act of 1947 (Public Law 75, 80th Cong.). The
economy of China requires peace and order more than it requires
anything else. But it does need some supplies of commodities beyond
the ability of the country to pay for under present conditions, and
moderate amounts of capital and equipment for key reconstruction
projects. Tentative figures for the use to which the funds avai_lable
may be put include 60 million dollars for reconstruction projects,
130 million for cereals to feed the large cities cut off from the hinter-
land, 150 million for raw cotton to keep the textile industry function-
ing, 110 million for petroleum, 30 million for fertilizer, 28 million for
tobacco, 24 million for metals, and 30 million for replacement articles
for existing capital equipment. These are not the exact amounts to
be expended, but they do indicate the types of goods required and the
proportions involved The cereals and cotton are especially important
for restoring a better relation of goods to money as a necessary ante-
cedent to any solution of the inflation problem.

The need for peace and order can be met only by strengthening the
military capability of the forces that are combating the Communists.
The character of Chinese guerrilla warfare, like that of the economy,
is relatively backward, and rifle ammunition is a far more important
component of fichting power than it would be for western nations.
Surprisingly small amounts of aid can therefore have a surprisingly
great effect. Trained soldiers cannot fight at all without ammunition,
but in order to use modern equipment and supplies effectively, they
need good training and their officers need advice and training in
planning operation, strategy, and tactics.

The national finances of China are affected by the war both by its
imposing great war costs, and by interfering with tax collections in
many parts of the country. Only an improvement in central adminis-
tration and in financial conditions can bring a greater effort by the
Government to serve the economy. Only the abolition of military
disorder can permit a beginning to be made.

A special provision in section 404 authorizes the establishment of
a Joint Commission on Rural Reconstruction by agreement with
China, and provision is elsewhere made that not less than 5 percent
nor more than 10 perc:nt of the funds provided may be used for the
purposes of the Joint Commission.

D. HOW THE PROGRAM WILL RE ADMINISTERED

The arrangements for the administration of the program by the
United States Government ar> made in title IV through r>ference to
the appropriate parts of the Foreign-Aid Act of 1947 and of title I
of this bill.

Economic aid for China under this title will be under the same
Administrator who will be in charge of th: European recovery program.
There will be a United States mission in China of the same character
as those provided for participating countries in Europe. The pro-
gram will be based upon an agreement rached between the United
States and China similar in character to those to be made between
the United States and European countries. Section 403 (b) includes
by reference all of the stipulations made with regard to such agree-
n}entf iil section 5 of the Foreign Aid Act of 1947 and in section 115
of title I.
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A period of 3 months is allowed in which the program can go into
effect pending the completion of the agreement to be made. A special
provision allows the use of commodities appropriate for China but not
included in the authorization for Europe (section 403 (c¢)). Certain
provisions which could not be directly used without alteration from
the language of title I or of the Foreign Aid Act of 1947 are given in
full. One of these refers to the use of the Export-Import Bank in
handling loans under the program, in section 403 (f) and the provision
in section 405 covering the special mission to China is another. This
section adapts the language of section 109 of title I for the case of China.

Provisions of the Foreign Aid Act of 1947 dealing with the delegation
of functions, with the maintenance of a minimum carry-over of wheat,
with loyalty checks on personnel, and some other matters are excluded
from application to China by section 403 (a). In each case the pro-
vision 1s either better covered by an improved provision in title I
that is made applicable, or it is not appropriate to the Chinese case.

Provisions of title I are made applicable by section 403 (e). The
sections referred to are those establishing the Economic Cooperation
Administration, providing for the functions of the Administrator, the
public advisory board, regulations concerning personnel outside the
United States, the reimbursement of other agencies by the Adminis-
trator, exemption of the operations from certain laws on accounting
that are difficult or impossible to apply to operations outside the
United States, and provision for cooperation with the United Nations.

The net effect of these provisions is to apply to China all of the
most pertinent provisions of the Foreign Aid Act of 1947 and of title
I, selecting the better version wherever two versions were available
on the same point, and omitting certain provisions that do not apply
to China.

E. THE AMOUNT AUTHORIZED

The request submitted to Congress by the executive branch was
for $570,000,000 for economic aid to China. No definite provision
for military aid was included in the request.

The committee, having in mind the weighty testimony received on
the need for military aid, separated the amount requested into two
parcels, transferring $150,000,000 to provide aid for China under title
IIT and retaining $420,000,000 for aid under title IV. Since it 1s
possible to provide military advisers and military supplies under
title IV, and possible to provide economic aid and economic advisers
under title I1I, this is not an absolute distinction. The separation
of the authorization into these two parts rests on the committee’s
recognition of the sound grounds for carrying on in China, just as in
Greece, a program of both economic and military type aid. The
restriction in the original Greek-Turkish Aid Act that a limited number
of members of the military services of the United States may be
detailed to assist those countries in an advisory capacity only applies
equally to this title authorizing similar aid to China. _

The $420,000,000 allotted for aid of the type provided for European
countries in title 1 should prove adequate for the immediate economic
needs of China, if a greater degree of internal order can be established.
By easing the immediate economic difficulties it will also contribute
to strengthening the country for the effort required by the civil war.
Each should act to support the other.
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ArrENDIX |
HeArRINGS AND WITNESSES

Hearings on this legislation were opened by the Committee on
Foreign Affairs on December 17, 1947, when Hon. Christian A.
Herter appeared as a witness to explain special features of the legis-
lation which be proposed as an outcome of the studies made by the
Select Committee on Foreign Aid, of which he was vice chairman.
Mr. Herter was heard again in the close of the hearings.

On January 12, 1948, the committee heard Secretary of State
George C. Marshall, who stressed the urgency of this program and
described its broad objectives. Hon. Lewis W. Douglas, United
States Ambassador to Great Britain, brought the committee the
benefit of his knowledge of European economics and politics in a
detailed analysis of the program on January 13, 14, 15, and 20, and
again on February 20.

On January 15 the committee heard Hon. James V. Forrestal,
Secretary of Defense, who went into the security aspects of the pro-
gram. He was followed on January 20 by Hon. Willam C.
Clayton, special adviser to the Secretary of State. Mr. Clayton
related the program to the broad objectives of the United States in
the field of economic foreign policy. The Honorable Kenneth C.
Royall, Secretary of the Army, appeared also on January 20 in an
exposition of Germany’s role in European recovery. The Honorable
John W. Snyder, Secretary of the Treasury, discussed before the
committee on January 21 the principal financial features of the pro-
gram. On the same day the Honorable W. Averell Harriman, Secre-
tary of Commerce, who headed one of the three principal committees
of the executive establishment which were active in formulating this
program, analyzed the impact of the program on the American
economy, along with the impact of a failure to act.

The Honorable Clinton P. Anderson, Secretary of Agriculture,
presented to the committee on January 22 an analysis of the program
in 1ts impact on agricultural and food problems in th2 United States.
The same day the Honorable Julius Krug, Secretary of the Interior,
related the program to the national resources, particularly to shortages
thereof, and reviewed the work of the committee which he headed,
which participated in laying the groundwork of the program. On
January 24, the committee was given the benefit of the views of
Gen. Lucius Clay, commanding the United States forces in Europe
and military governor of the United States zone in*Germany, and of
Ambassador Robert D. Murphy, United States political adviser in
Germany. In executive session they explored the problems of the
occupied areas.
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The Honorable William McChesney Martin, Jr., Chairman, Board
of Directors, Export-Import Bank of Washlngton appeared on
January 29 t0 explain the mechanics of financing.

When the committee brought to a close its hearings on the European
recovery program on February 27, it had heard 85 witnesses in 27
days of testimony.

In addition to thos: named above the witnesses heard on the
European recovery program included—

Mr. Paul H. T\the, Deputy Director, Office of International
Trade, Department of State.
Mr. Phlhp D. Reed, chairman of the board of directors, General
Electric Co.
Mr. Henry Hazlitt, economist.
Mr. Herbert H. Schell, National Association of Manufacturers.
Hon. Dean Acheson, member of the executive committee, Com-
mittee for the Marshall Plan.
Mr. Elliott Wadsworth, International Chamber of Commerce.
Mr. Henry J. Taylor, author- economist, of New York City.
Mz O, K, Almstlong, member of the writing staff, Reader’s
Digest.
Mzr. Norman M. Littell, member of the District of Columbia bar.
Mr. J. A. Smith, Northwest Horticultural Council, Wenatchee,
Wash.
Mr. C. A. Barrett, president, Tate-Jones & Co., Pittsburgh, Pa.
Mr. Willilam D. Dames representative of F01010n F rewht For-
warders and Brokers Association of New York.
MK David D. Lloyd, representative of Americans for Democratic
ction.
Mr. Chat Paterson, representative of the American Veterans’
Committee.
Mr. Allan B. Kline, president, American Farm Bureau Federation.
Mzr. Joseph bcott president, American League for Undivided
Ireland.
Mr. John N. Costello, representative of American League for
Undivided Ireland.
Hon. Martin L. Sweeney, former Member of Congress from Ohio,
representing the Ancient Order of Hibernians.
Mr. James Cummins, representative of United Societies of San
Francisco.
Mr. James J. Comerford, president, United Irish Counties
Association of New York, Inec.
Mr. Cornelius F. Neenan, chairman, organization committee,
American League for Undivided Ireland.
Mr. John J. lelv, representative of Friendly Sons of St. Patrick.
Mr. Patrick J. McNelis, president, Federation of Irish Societies.
Mr. Owen B. Hunt, of Owen B. Hunt Adjustment Bureau,
Philadelphia, Pa.
Mr. Charles T. Rice, member, executive committee, American
League for Undivided Ireland.
Mr. Richard F. Dalton, member, executive committee, American
League for Undwlded Ireland.
NIIC Lewis H. Brown, chairman of the board, Johns-Manville
orp.

George C. Marshall Foundation, Lexington, Virginia




62

FOREIGN ASSISTANCE ACT OF 1948

Mrs. Kathryn H. Stone, first vice president, League of Women
Voters of the United States.

Mrs. Margaret F. Stone, National Women’s Trade Union League.

Dr. Mabel Newcemer, national board, American Association of
University Women.

Mr. George Weller, foreign correspondent, Chicago Daily News.

MrCsl g{) L. Blair Buck, president, General Federation of Women’s

ubs.

Mr. Robert P. Koenig, president, Ayrshire Collieries Corp.

Mr. William L. Batt, president, SKF Industries, Inc.

Mr. Frazer A. Bailey, president, National Federation of American
Shipping.

Mrs. Katherine Lee Marshall, legislative secretary, Women’s
International League for Peace and Freedom, United States
section.

Mr. Leonard H. Pasquallicchio, representative of Order Sons of
Italy in America.

Hon. George H. Earle, former Governor of Pennsylvania.

Mr. Edgar Ansel Mowrer, Society for the Prevention of World
War III.

Mr. Jean Pajus, economic adviser, Society for the Prevention of
World War III.

Mr. Carl B. Fritsche, vice president, Reichhold Chemicals,
Tuscaloosa, Ala.

Mr. Merwin K. Hart, president, National Economic Council, Inec.

Hon. Jack Z. Anderson, Representative in Congress from the
State of California.

Mr. Francis R. Wilcox, assistant general manager, California
Fruit Growers Exchange.

Mr. Harry C. Dunlap, vice president, Dried Fruit Association,
San Francisco, Calif.

Mr. Marvin Walker, manager, Florida Citrus Commission.

Mr. William Green, president, American Federation of Labor.

Hon. Hamilton Fish, former Member of Congress from the State
of New York.

Dr. Winfield W. Riefler, professor of economics, Institute of
Advanced International Studies, Princeton, N. J.

Mr. J. T. Sanders, legislative counsel, The National Grange.

Mr. Hoyt 5. Haddock, executive secretary, C10 Maritime Com-
mittee.

Mr. George Baldanzi, executive vice president, Textile Workers
Union of America, CIO.

Mr. A. G. Bryant, president, National Machine Tool Builders’
Association.

Mr. Wayne C. Taylor, member of research and policy committee,
Committee for Economic Development.

Hon. Hale Boggs, Representative in Congress from the State of
Louisiana.

Mr. Richard M. Bissell, Jr., former executive secretary, Harriman
committee.

Hon. Francis Case, Representative in Congress from the State of
South Dakota.

Hon. Henry A. Wallace, former Vice President of the United
States.
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Mr. Allen Welsh Dulles, president, Council on Foreign Relations,
New York City.

Mr. Raymond P. Baldwin, appeal board, Office of Contract
Settlement.

Hon. Frederick C. Smith, Representative in Congress from the
State of Ohio.

Mr. Ernest T. Weir, chairman, National Steel Corp.

Hon. William J. Miller, Representative in Congress from the
State of Connecticut.

Hon. Reid F. Murray, Representative in Congress from the
State of Wisconsin.

Hon. Homer E. Capehart, United States Senator from Indiana.

Mr. Edwin B. George, consultant to the Select Committee on
Foreign Aid.

Hon. John C. Kunkel, Representative in Congress from the
State of Pennsylvania.

Hon. Ralph W. Gwinn, Representative in Congress from the
State of New York.

Hon. Kenneth B. Keating, Representative in Congress from the
State of New York.

Hon. Francis E. Walter, Representative in Congress from the
State of Pennsylvania.

Dr. John H. Williams, professor of political economy, Harvard
University.

Hon. A. S. Mike Monroney, Representative in Congress from the
State of Okiahoma.

On the other aspects of this bill the committes heard 15 additional
witnesses through 7 days of testimony. Significant testimony was
presentad by the Honorable William C. Bullitt, former United States
Ambassador to the Soviet Union and to France, who stressad the
strategic considerations in the Far East. These were touched upon
forcefully also by Lt. Gen. Albert C. Wedemeyer, General Staff,
United States Army, former chief of a sp2cial mission to China, and
by Maj. Gen. Claire Chennault, United States Army, retired, who led
th United States Air Forces in China in World War II.

Other witnesses heard included:

Mr. N. F. Allman, attorney, o1 Shanghai, Washington, D. C.

Maj. Gen. A. M. Harper, assistant to Lit. Gen. Van Fleet, chief
of military mission in Greece.

Maj. Gen. H. L. McBride, American Mission for Aid to Turkey.

Mr. George C. McGhee, Coordinator for Aid to Greece and
Turkey, Department of State.

Hon. Walter Robertson, of Richmond, Va.

Hon. William Draper, Under Secretary of the Army.

Maj. Gen. Low:ll W. Rooks, Director General, UNRRA.

Maj. Gen. Glenn Edgerton, United States Army.

Mr. M. Harlan Cleveland, former chief, UNRRA mission to
China.

Mr. C.E. Gauss, Export-Import Bank of Washington.

Rear Adm. R. H. Hillenkoetter, Director of Central Intelligence.

Col. J. M. McHugh, United States Marine Corps, retired.
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SELECTION OF InLusTrRATIVE TABLES

FOREIGN ASSISTANCE ACT OF 1948

EurorEAN RECOVERY PrRoGRAM COMMITTEE

RECAPITULATION

TABLE

Lllustrative composition of imports of commodities and services from Western Hemi-
sphere, and possible sources and distribution of financing, Apr. 1, 1948, to June

30, 1949 (at July 1, 1947, prices)

[Tn millions of dollars]

Possible sources and distribution of

[
; financing
|
, ‘Potal s
Import imports Sources United
Own re- | other than St: tés
| sources [new United Tu?ldL‘
Statesfunds 2
|
TN AR FERSE S O et B N T o e $1, 600. 3 $138.8 $336. 7 $1,124.8
(BB TN e N e TR M T ) 552.3 68. 6 66. 6 417.1
B RTSHATIINOINR. £%= ST AT ia Fahe T L I S RN L 378.4 29.2 76. 2 273.0
Al T e T e e 0 5 el A I R S e, Tt 190.7 17.4 33.3 140.0
SRVTE R PRI SRR L W N T L L | LR el O RN N L 205.8 35.1 33.4 227.3
T Enim L gl s SRR T el v AN SRR 1 WaRer T N T TN STV SRS 393.1 14.5 33.3 345.3
I DA ey e o B T el W S R B R i P S MO - 2 PR A B e TR e e e | 275.2
TR, et AL P R R E L R LN S e Dol e 85.3 gt B e Fa i 78.6
ST Ta i Uk A SN S I Gl B O e R 34.3 BN Lol = Wi 31.5
SEINET ol oy S R Lo el T el 08 35l B T T P £ ol 47.8 Bl T NI 44.7
Thinid e T SR TR SO W T R R, R 156. 6 34.1 38.3 84.2
R O Od S ot i R e B D T L Lol SR gl 168.0 4 T IR 144. 5
Sbiotall. . ¥ ai ) tiEe L AT L. Wi i L. 4,177.8 373.8 617.8 3,186.2
AL o] R NG Sl ol L T U E i N e J UL I L b LR 203. 4 DO [ AT e 264.8
BOTEONIAN i 012 0 5 A0 BN FIF se S iR K 2 The by S0E 5 Mg 790.0 49.0 42.1 €98.9
INIEFORETIN. = ' s O G 8y, T R Wie: S o M d o (SR S e 42.8 P ST T 37.6
Ehosphigtes.) S TS iel L s SR S S N M T 1 e B L) | 3.1 §0 (RLLUEL ) 2.6
IBDERSh - 5 & sl ooy Fotanor i) Hall ok el B Biwe sk SILIGEI 0 ol alntedane, BB cfedn otd £ s D i
agnenlturalmgchineny. . oS08 S LE SNy b F R 158. 7 12.6 12.9 133. 2
EOa]. SIVCaNS OV L e AR O TR Ch L0 g 3T RS < il 389. 3 LA R AT s TR 375.8
L IR R AT ¢ 0K 761616 612 o5 7 AR N IS o Sy oSS SRRl L E N 81.9 1.0 2.9 78.0
L0l eunProOdUICTS. Lot e A P ide ok T~ o TSN T e 651.9 | st g e TP S 318. 4
LT DR TN i o ey TR s 333.4 | 185. 7 16.0 131.7
Iron and steel: ‘
Fanishied st (0% s e 0 0 IR RN e g 226. 7 85.9 21.7 119.1
Crude.and semi-finished.. & ool o o o e 86. 2 | N 23.6
P OBTOY o o v Bk e b O e el LY RSO T, L 1.6 U T 6 1.4
Sis et ol o HERRCIN I ST Dt T S SO ) g TS R R PR EAL NP o SR IS MR, A B 2.0
O R OrBr S b e e TR W, YO T oe bt T o ot o & A e R e e i i 8.8
BRI IR R NN o SR AN S L PR L R 116. 8 17.0 21.8 78.0
T T e o) o ST " N S B i 5 el LT Mt i 3 01 e e vl T AR 60. 0
Slpelreduipmient e rass S Jore 1oy o S sl A g de W ST 4 o R ) (O A R R 9.1 39,0
IRirhber equipments - .2l ol os e Sde e SRl b £ by 25 oL 17.0 .4 e 16. 6
plbttrical equipment. t g L rl Lot SRS N 95.0 5.0 6.0 84.0
G g b o oy s e S e SR 0 CAR RN T T 4,228. 2 3,210. 8 108. 0 609. 4
‘Lotal commodity imports s Se L S8 il i SRR Ls 11, 812. 7 4, 385. 3 1,158.3 6, 269. 1
T T 1 VL O S D, S PR TP (v W sl S 827.0 B39 Dot o Lo 501,
Wtherdollar payments . o iTE e IR IHRE T o8 i s I 319. 4 26 BT S e s Lo s o ER
|
EObAl . chlo . B o OUIAT e TIPS S L 12, 959. 1 4, 940. 2 1,158.3 ; 6, 860. 6
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EvurorEAN RECOVERY PROGRAM

Illustrative composilion of imports of commodities and services from Western Hemisphere, Apr. 1, 1948, through June 30, 1949, and possible
sources and distribution of financing
[All values in July 1, 1947, prices and millions of dollars]

RECAPITULATION OF POSSIBLE DISTRIBUTION OF NEW UNITED STATES FUNDS BY COUNTRY AND COMMODITY, SHOWING AVERAGE PRICES
FOR EACH COMMODITY AND ESTIMATED QUANTITY OF IMPORTS

5

o Belgium-Lux-

03 Total, all countries Austria emburg and de- Denmark Francg and de- Greece '5’

o pendencies PERGOnRCIas =

© Item Unit of quantity Price ! =

: =

§ Value ! |Quantity!|Value|Quantity|Value|Quantity|Value|Quantity| Value |Quantity|Value Qtlxl&lr] %

4 >

) Bread grains____________ Thousand bushels.____ $2.54 per bushel . ______ $1,124. 8 | 443,213 [$36.3 14, 812 |$59. 1 19, 689 | $0.5 188 | $103. 9 35,625 |$47.4 | 19,125 n

= COBISe PrainSta s o r - s n ot @O e K B s $2.29 per bushel _ ______ 417.1 182, 070 4.4 2,700 | 55.4 23,490 | 33.0 13, 500 56. 6 24, 525 4.8 2, 925 fﬁ

ol Fatsandoils..._____ . _-. Thousand pounds.____| $0.293 per pound______ 273.0 931,022 | 12.5 48 501 | 22.2 77, 161 8.8 28, 660 48.3 165, 345 .8 2, 205 n

Q Qileake- - - O Thousand short tons__| $100.32 per short ton__ 140. 0 1,396 | 1.6 16 | 28.1 283 | 37.4 368 20. 8 214 .6 8 H

g G e e, RN N Thousz}alnd hundred- | $5.145 hper hundred- 227.3 44,180 | 5.4 772 | 10.5 24094 |sizbe S|t S mm 19.8 3,968 | 16.6 2, 359 'E

weight. weight.

3 | e R Sl el o e $12.89 per hundred- | 345.3 | 26,786 | 8.8 B8N 1853F | b T Te (Halin X SO .8 66 | 8.8 84 Q

=5 weight. =

o Dairy products_ ________ Thousand pounds...__ $0.205 per pound______ 275.2 (1,344,806 | 4.1 8552742650k |- = 127 X806 Ta] =0 =8| S a e 26.7 | 145,504 | 35.4 | 235,892

= EESIEES Lo s e D Thousand dozen ______ $0.371 per dozen_______ 78. 6 LT 642wl 5 Slecg 3 - G SR T s e SR R e ek S o 1.8 4,410 .9 2, 940 >

— Driedileit - o b Thousand short tons__| $199.84 per short ton___ 31.5 158 15 8 .8 5 .4 2 2.0 11 | e s S 93

o 12077 et e g Thousand hundred- | $10.04 per hundred- 44.7 4 ARH 18w L1 ek S .8 88 2 22 4.6 463 6 66

. weight. weight. o

=) S £ O e R N Thousand pounds._ .- $0.263 per pound _ . ____ 84.2 | 320,152 | 4.0 15,212 | 105 38,801 | 15.2 58, 433 7.6 27,788 | 2.7 | 11,033 =

oQ Other foods:

S Palseg o Thousand hundred- | $7.50 per hundred- 47.6 6,347 | 4.9 655; leoa e oo 0w b S Al Bt e ST e et SR INEE Bl —

= weight. weight. - ©

. Breshilcaif . == - Thousand pounds..___ $0.053 per pound __ ____ 6415152162939 8IT 0 sni e - B e TL0S =1 3RARINE 20 S Sl s il Tl 7 o (1 027 U SRR i 5 >

S_ ClopoRs=d et & 27 ~osse Erelo10s b (NN O SR e $0.315 per pound _ . ____ 32.8 104, 127 1:4 4, 630 9.8 30, 864 i | (0000 1€ e eyt = e o = o 7 2, 425 @

- g e e | e =Lt b e

Q. T DT i B T I e iRt ARl S RIS SRR e, S RIALL Y Y S e Sl e pY ] A oA N SofEe T 0BT s’ oo

B. ebdeen o S 5 T Thousand pounds_.___| $0.451 per pound______ 264.8 | 586,645 [ 2.9 8,818 | 21.5 63,933 | 7.5 19, 841 18.1 ip el [ SN |0 RS

oY) BT17 7000 Ll B ST S (6 Lt e e W N $0.363 per pound . . ___ 698.9 (1,927,924 | 16.9 44,092 | 18.1 48, 501 6.9 18, 741 156. 3 423, 283 6.5 17, 637
Nitrogen: = o= - == Thousand short tons__| $181.44 per short ton___ 37.6 A Pt S = [ s .4 2 1.6 9 11.8 65 | 2.4 13
Bhosphates=ect 0 = " QO Lo el Pt $26.80 per short ton____ 2.6 Q75 ke e sl F miaip .4 U W e G ey e el P s (el e R e g B T o,
Agricnitirali achimerys|< s == Lt r o, £ el RN | LT S B O T IR E P e 7ol it i it 4 | S S e | S B e T Lt T lare ] 7k I (e S
Bagll i setre T nbi s L Thousand long tons__ | $9.14 per long ton______ 375.8 A (R & W A B AL 20. 5 2,235 | 10.9 1,189 | 206.2 22, 550 .2 18
Mining nachinery "= Ol Haretsr wa s o Wi josis VT o R EE RO R e PRAQE | Bt e b g (o e e ot e 1 [ R A T G| R A 7 ) o Ehn SR S (el L A
Petroleum produects. ... Thousand barrels_ ____ $2.90' per barrel: = 318. 4 TOFK20% | —rSaionl) o) retel. 10.9 3,168 | 13.4 4, 329 146. 5 56, 743 8.3 2, 044
TimRarees e for =t o L 10 Million board feet_____| $0.108 per board foot_ _ ISh R 22 2 G 25 A s A R R S Rl e - R ety 3.7 47, 906 19.6 223, 846 4.5 19, 502 o

See footnotes at end of table, p. 69. Ot




EurorEAN REcCOVERY ProGraM—Continued %
Lllustrative composition of tmports of commodities and services from Western Hemisphere, Apr. 1, 1948, through June 30, 1949, and possible
sources and distribution of financing—Continued
RECAPITULATION OF POSSIBLE DISTRIBUTION OF NEW UNITED STATES FUNDS BY COUNTRY AND COMMODITY,SHOWING AVERAGE PRICES
FOR EACH COMMODITY AND ESTIMATED QUANTITY OF IMPORTS—Continued
E
Belgium-Lux-
o} "
P Total, all countries Austria embarg and de- Denmark Fr a;fge%nc?ege' Greece
o pendencies EELGETCle -
o Item Unit of quantity Price ! o
. . =
§ Value ! |Quantity!|Value|Quantity|Value|Quantity|Value|Quantity| Value |Quantity|Value Qtlilt?' E
(op)}
z 2
=3 -
) Iron and steel: b
= Einighed: o e Thousand long tons___| $111.76 per long ton____| $119.1 ) 06T e [ e $3.6 32 | $9.8 87 | $17.5 156 | $7.0 63 7
S| Cru};iedand semifin- |_____ (o [T gy o Y $64 per long ton_______ 23.6 B6Y S SN o S S 4.2 66| -abaom (D ek 10.0 156 |2zt el sae=toR 0N
©) ished. —
c ) DA 1) s e N NN (S C Q) e ey ntogs e $36.58 per long ton_____ 1.4 A8 [ e ey o ] 2 e p e e s e ot il et S| S [ S NI Elal
S B e Rl e e e 2.0 55¢| $2.0 IO o o [ At 5 1 ) I Nl ALl i H
() EEOTLOF0. s = s oo m o 6 00 [t [0 PEET A RIERYC S $6.10 per long ton______ 8.8 1 e o O o | e L o [T R el e A T o e
= SIS b o e s S NUBThen S v £ % 1. 500er it st s 78.0 51, 931 3.8 ARG ) el | Hel s i 1610 7, 500 5.5 3, 700 7.3 4, 875 2
©] REeIght CaTs . - s oo oo ot Ty Ve e $3.000 per umite. .- - 60.0 20H000M e 2l 0 Sy o e |15 ER O PR, RN U e N O e 8
= T o PN (W0 it O el 8 S e T e B Ol BB o n e s L Bl L RN e -
TimboReguipaent = ] =8 S beliab bo bl e S TN ot o = f IO 6| b i Sy 7: 301 ISR | ) IS B e e R e oL e p NN y N1 (R T
o i i 7 5 10.0 1.0 s
) Rlsctricalleaiipnient. o ]St woh it oot o d T ik alll eterin Tole s sl s oo 0 o 197 | e 78 e g I Sy il PERER 3 R MR v Vi B (RS A B 1 I o A
X, st L e (RS CE SIS AREICA [l St vy S BOEE | it T A ) el PSSl |y st R 1 {15 S R 8 St P L 4
=) £ el e
% Total commodity - |- ooz soi: e et | Bt e Sl T e S e T G260l S matoniing 14200 ] e aiewe ke i35 B et = 1641 ] g D | e, oo 1654 |e=cea s ®)
o imports. eS|
B e T R T O SO s S R e (S o, AT O 2 o8, S (R T L et o s MRS ) g 24 BOSEARLEN Q- o B s LIS L T, e i e A,
S- 4] o e e SO e ST S T B TR (R e L e o s R 68600 ecton 2uis - IR280 | 23715 | mor e 1165 o | (e B 154345 2 e e o g ot ﬁ
%, o
S,
A
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Netherlands and

Iceland Ireland Italy dependencies Norway
Item Unit of quantity Price !
Value | Quantity | Value | Quantity | Value | Quantity | Value | Quantity | Value | Quantity
Bread grains_______________ Thousand bushels___.________ $2.564 perbushel . ... . __ $1.5 563 | $26.5 8,437 |$243.3 89,475 | $71.8 95, BT dae o S e e
FRE T R N N B A0 e S rawts Dudok v b $2.29 per bushel . ____________ .5 2256 | 37.2 15,075 | 17.2 7,015 |+ 70.8 00 700 | £Sreili|n L eue i,
Fatsand oils. .- ___________ Thousand pounds__._..__ .- $0.293 per pound - - - __-._____ 1.4 2, 886 3.1 8,818 | 20.7 72,752 | 40.5 125,663 |- mac slle o S TniNES
U R TR E R Thousand short tons________ $100.32 pershort ton________ { - - | ______. 1.4 16 4.1 41 | 21.9 ) Ko WERTE WAL 8 S i
Ul T S e R Thousand hundredweight__.| $5.145 per hundredweight . __ 1.2 176 752 1,433 2.8 551 6.6 173230 e e stal o BN
) e L ek i (Al AOPIE s Pl o 2 Sl $12.:89 per hundredweight. & jeoua  Dull oo STl Sl | aans SxE T oF 7.0 463 4,2 307 - et [l Bty
Dairy products_.___________ Thousand pounds._* -~ - 0205 PETPONIA s - st Loah (Wl TSRl e e | SRR )| SRS et 7.2 46, 297 157 17,0637 | o= muis b calstia
Pogio - W L. Thousand dozen-__-___~.___ $0.371peridozencs . = e s on” e one el e TR SE S R e ettt B W SUSRC | | S ——
TD FTH3 117 A0 0k R s Ly et Thousand short tons__ . _____ $199.84 per short ton_________ 2 1 i C I8 PR IEPo ) Sl e % 398 73|t E 5 P9 E ot
ST n i e S SR N 4 B Thousand hundredweight-_ =[$10:64 per hundredweight - = | < ol T o e | e e e .6 66 |o =Bt [ cdomet d
i O R e M Thousand'pounds.__~_--~':_ $0.263 perpound . _ _____--__- if 1, 984 .6 1, 764 9.5 36, 377 17.7 67::2414 | 5t < rl| 00 i bl
Other foods:
PHISAG e St e B Thousand hundredweight___| $7.50 per hundredweight_ ___|_______|--__.____. .o 66 6.1 0 I (TR o O e e e
[T L5110 | e i e Thousand pounds_.___._____. $0.053 per pound _ _ __________ 2 4, 409 .8 P bl [ o e e 4.1 815708 S Sttt
315770 ) NG AR SR, " R, 1| e s (i SRR S R | [ Sy S R R I e R | SR PR i e 4.1 13, 228 10. 5 3350697 | asmaa t R Lt D
Cr o ey (PRGN S| T SN R T - SR | R SR L L e e ol | Bt N TR Q% et EEa N B22508 | Do E s TR 25352 | Lt TRL TG T o
A 17707 {67 o Il | S N o L Thousand pounds_..__.______ 0451 per poandias Si- 2ot s 1 221 8.3 17, 637 4.5 11,023 | 23.4 617295 | So s s T ACR Y
REGOG e s S L o e o o UL lheel S B T VN $0136periPOUNAREE oy vemimt - lut 23 e Sl fe s 2.0 6,614 | 149.5 | 416,669 | 32.9 00: 3897 2t e Son e
I T e Tt D N bl PO Sk Thousand short tens________ $181.44 per short ton_..______ .2 1 .4 2 1.2 6.2 DoRS IR | SRS
Phosphates: . = - - e T S N e R IR $26:80peryshorfitones sty Mules o Tl A e st Sl e | e S e Bl e i e S .6 .72 Y ISR IR | T or 1
Maricultural moachinerysSetle o0l © o e aon e st e ROl et e ) [ RN, YL e e DA [ S 22 S0 T BBl <. Lo 708 T IR T
S e SR Thousand long tons________. $9.14 per long ton- __._-__--_. 9 106 | 11.2 1,228 | 88.0 9,622 | 25.8 RO = ol SR
INVinigesaciin EVCENT Gt JEE e g ) EE oot ok lipi s - e e e A e S TR e i A e Sl ot SRR i el e ol [ KD e G VR 8 AR i RS Bt e S
Petroleum products_ . _.____ Thousand barrels_______..._ $2:90 per:barrel. . s o. s L7 548 13.0 3,088 | 61.2 21,397 | 32.2 06215 | ST I Ea
Wi o7y s A T T Million board feet....._._.__ $0.108 per board foot..._..___. 1.3 14,414 721 66,560 | 13.8 | 163,221 842K % 256,{06B%]| oL N1 & e
Iron and steel: .
Finished- -ocoommeacul e Thousand long tons_________ 1116 peridongitonseisiacirs s [ewaiislini S Lm 1.6 14 6.9 60 | 53.8 489 18.9 165
Crude and semifin-

IShedEr ot st O ettt Vo b = e Wi X o BEC Sediperilongitonciie e a e e A e el Lo Salel D e e 8.0 1268 Lo ST M| Tt ae Wl 1.4 21
BipAromnt S ie w8 SRR I T L Ao T ILRRIRE (S $36.68 per longitiont—=_- - ‘el et e 1w | e ISR ST .9 26 | s o0 et iy ot S b i
Borapet-ts TEM I B0 R le, (Ot Ha e i = A, ¥ A0 mpmr o ple ste sl Tl oS e Sl Sttt R Bl JeE et R SH SN | S
J{ode o) el S S R I (RS Aoy SEERTE "R = Whohe: $8L 10 per lon e o L o e e | o i s v R S R | (TS

ARTERR -t L OO NODer e o S o W $1;b00/per unit,. L2 o Ll 2 1.0 675 1.9 I A ] 23.:2 15, 456 2.5 1, 625
Hreight carst -t 0 o C Wi L o2 A0k Aol e yet IR, $3, 000 perianibs; ool Aale | e e S B | SR R 6 e i S [ R N
Blesllequipment. = - e e R SN N B S 4.0 |easene e 7 (S 208 e s 2l
RimbepegHpmentee - e s trir et b i el dsm el S rame e et o e i e [l S B e e | e e e
Eleetrieal equipment. .- | oo - o L el e e e e e PR e ot o )| R =R S (i 5 Jo e o ) 4 ()= | 2T
019 0LY Thh 10N 8] o e it o L el (P E SOE Tt ot b R s, o e el B e W M SR s = 3 IR et s, e e 2543 S FTR WL G25Fa ks wrs T 2 208,57 | =Sk Lo AT S

Potalcommodityumie st d o o o [ R T S o e 1 ] P sl X WA Ghlet et na (R s I P e T TBL0 s mateea s eS| S T

ports.

Netfiolghler nta ap v e amnlnt cf anbransc B oo 1l o Jp wICREI Scmes | 0oy, sl 24 Vet | gl a2 sl @ 1ols o s ¥ v 18420 1|5 siemh ot |15 gte el Soterduna. & iuod Bulvelbsnap b 0

Potall te o hroit S iy rls e e Lo el bl o i sl ) e Rl A T e 1 A [ T e 151687 o rrtad 80880, . 2 e ZOBNON| SR e 1 L ) Mo S e

See footnotes at end of table, p. 69.
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EurorEAN REcovErY ProcramMm—Continued

Ilustrative composition of tmports of commodities and services from Western Hemisphere, Apr. 1, 1948, through June 30, 1949, and possible
sources and distribution of financing—Continued

RECAPITULATION OF POSSIBLE DISTRIBUTION OF NEW UNITED STATES FUNDS BY COUNTRY AND COMMODITY, SHOWING AVERAGE PRICES
FOR EACH COMMODITY AND ESTIMATED QUANTITY OF IMPORTS—Continued

United Kingdom

Western Germany

Sweden and dependencies
Item Unit of quantity Price 1 Bizone French zone Saar
Value |Quantity | Value |Quantity | Value |Quantity | Value |[Quantity | Value | Quanity
Bread grains_ . ___________._ Thousand bushels___________ $2:54 parsbushel-rr i st dus. T IRdaL Bl Mugioe e $198. 3 98, 287 |$284.6 112, 500 | $44.6 16, 125 $7.0 2, 812
OBarsp PrainiL. o= o e S T E S URLE e AR R M e NN TR o St 83.6 36,990 | 54.1 sy A o e el U ot | WD W AR
Fatsandotls . . - "___ Thousand pounds_._________ $0:293"per pound’ - sse-foteaslo St T i ) S ) 90.2 | 304,234 [ 24.5 O TO7 L TR T = | B | B S
Rleake . A Thousand short tons________ $100:32-pershorEton. == & oot 0 L boav o . 24.1 pre ¥ I N [ SR o W) L Vo) | RSFIRC RSO | oty TR 8 Ll
SUSAESS B, e Thousand hundredweight_.__| $5.145 per hundredweight_ | ______[-_________ 128.1 25, 661 27..5 5, 512 1.6 b 1 3 | SRR | R T
I\ 450 e i R M A ) 5L A (7 (S T e S S S e I $12:89:per hundredweightsu 2| a2 =~ = 296. 2 22,753 6.2 A82: e e
Dawy-products... .. |- Thousand.pounds... ... 2o U Do T 20 (b mo (s Pt T Ay (E TR G e 164.2 | 637,128 9.9 09,2070 b et [ L oo L ot R Al O
|5y i s RS R Thousand dozen__ __________ T T a 21w Lo v o M S0 TR W IBE S | I s IO R 75.9.17.204,2025 ] R A A | e e
1071205 W ah 1 | SN S A Thousand short tons________ 190 R e L SHOLE O AP o e Rl ART W s e 17.1 83 Gy o) N oo e e PR AT TR
FacE e~ anbel o AT T o Thousand hundredweight___| $10.04 per hundredweight __ _| - ____|-.________ 37.9 AR R 8 e s
FBotlepat e e Thousand pounds___________ $0:263 - per-poando s s to ] R 13.2 49, 604 2.2 10, 813 .3 1 102 e e L e S s
Other foods:
S Lol S R Sl R Thousand hundredweight___| $7.50 per hundredweight_ ___| . ____|[.__._______ 1202 1,635 23.9 3192l sz il e b S 2 e c o MRl SRR e
Frash Tenit. oo . Thousand pounds_._________ S0053peE POUNdes it et S EL S IR ot 4401 B4R TRR e S e e e e s | 2 m i il o B el SR
B L N ER 2 {7yl s R S L SOBISPeEpoundsr e o L Al rias IR A 4.2 ) 55070 el R IE SN W oS PIURRN IR WP LB B e
T L el THS R, R A W £ RO S S| ST ST MIOT S e e MR 8 T 14180 B e ey o 0 Lo e TS 8 S 0RbeE e 8 0 [ SRR
RBRECOOE S Sraitdte =7 ., Thousand pounds___________ SO A5 Ner Dopndeeait e 82 fo- o - A8 gt LSl 160. 4 295, 416 16. 1 46, 297 g’ 6, 615
17 7) r R AR S s |y P R WO T NI ST R s eTo § Fels e e S s |l SIS TR 226.6 | 634,925 | 66.5 182, 982 16. 7 AN st mai o p ks
DNElEppan 2t Thousand short tons________ MBI et Shask-ton = T Sl =t o ko 1.4 8 12.0 B8 = e B s P R S ool T S e O
PHOSIMBIOR. - - oo ocmea ] b e 3 [ T O e I e ARy P ShOrtiton . ot ees| B e r st 5 18 T 42 R, (LU ey Pl el B 8
RSnitdltarabamachinerya 22 o s 0 ol T T A B R ooet iy e e b s Tt |l B 20. 8 L o O I (S I e o B
S0 e Thousand long tons_________ S92 DeridanZtomk~ - sl Sl o |28 T 12.1 1, 321 e W e T ) A SO i B (A NS
W E TR e, o SO ) el e SO S SR IE ARL IS | SR N S SR LS Y 05 SOl MR E e by TR (1 e e R <G I 3 Y Billacisren=i
Petroleum produets _____. Thonsand bamrels. . ...=._- AR gl sy e & Nt RNt (T ] X S Pt S | (e 22. 5 6, 840 8.7 p N ) P S N o
S 84171 12 R e el RSN Million board feet__________._ 50408 pex: boardifoot: s Lol ToR el Tl S BB:E = ABL BT A s RS es el i sl T mas Soh St s s | s oo e
Iron and steel:
Kinished-—- - _____ Thousand long tons_________ SULLY6 per lonpitons scdet il g ol b ks v ERR T o AT it re o A e TR R SN S |t | R
Crude and semifin- |_____ KR ORI S iyt ool B84 Per-long-tonic e s miier e bl pemrs b e el | e | ] N | e
ished. ‘
127 T s St T IR Y S (i [P G T $36. 68 per dong fom . - e e e e e e e L T ST ” e s P W S e
BORpR o e L dorsdsmeid oo e bt 3 ROl onim s 2 = "L s ol babratie K B | Saimiiity | At el M I e it e Y S W | e, RS
BOROre-"T . .. . e d o 7 s B g T Ll S | $6.10 perlong ton__..________ I _________________ 8.8 2 R & 8 e | [ R | e R O I s
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FreightearS. - .- 2. =
Steel equipment__________
Timber equipment________
Electrical equipment______
Otherimports=--—---<-_-z==

Total commodity
imports.
Notfolghy - - -~ - -~ __

$1,6500:permamit. - Lot -t
$3,000permmit. -~ . - - -

8; 100, | E0 55T weifie SOl Speripes 9.4 GaBR0- L E (G0 e e v e (KR i
____________________________ 60.0 20,0003 32 _ . 87 T S T8 e o | Sl i,
__________ o [ e eIy o) | e e 7 el PR T8 G T
__________ (S e e oL i Sl Bl LRl - e SR e T TR e
__________ A0Ebu|T = i 6.0 foL s e ot st e Tl I Talls DO SR e S
____________________________ L2580 e et BT | o e |y o | TN
.......... 137600200 e o2 o< 1780561 |2 220 5= = (S RS US Hat a  S T G | R e
____________________________ 13420° |ec o am L8 |5 TRl o mineil S m o i o | e
__________ 176052 | oo T =0 [FOIThEICE o8 o oI S0 (15 St e Sy (el o | e S

L
1 The price shown is the average price of the estimated imports which might be purchased with new United States funds.
The sum of the values shown in the individual country columns equals the total value
equals the total quantity. However, the value shown for a commodity for any one country cannot in some cases be obtained b
This is because of differences in export prices between various sources of supply in the Western Hemisphere.
*,’” the total value of estimated imports of $6,860,000,000 must be adjusted as follows for com-

by the average price.

price.

As is explained on p. 5 of the paper, ‘“Illustration Composition of Imports

* *

parability with the authorization of $6,800,000,000 requested for European recovery:

The total value equals the total quantity multiplied

and the sum of the quantities shown in the individual country columns
y multiplying the quantity of imports by the average

Millions
Total valussof estimated IMportS-atJuly I, 1947, Prices == S S e L cr e oo Rl e o B I e By e BN e BT e e $6, 860
Add:
Adjustment for price increases after July 1, 1947____________________________ e e P e e P R e e T e $482
Uncovered deficit of bizonal Germany with nonparticipating countries outside the Western Hemisphere_ _____________________________ "~ """~ 200
Authority to obligate funds for procurement of items to be delivered in subsequent period____.___ -~ ~ - T T oo 200
882
7,742
Subtract: .
SN s om S D R o oo T R B e Er e N Ml B o Tl IO el R e e e R Tl 100
Appropriation being requested by Department of Army for prevention of disease and unrest in Germany (GARIOA) _____ =0 822
L3011 (0 13T et pe gl S e e e e o e e SN L e e e £ S SN S . S0 G B i L T T e TR R T e 20
942
tAushorizationirequestad-for i uroPean recoyeryWRrogram e Sierae = 00, r 0 i IR e R e e b S U oy S D) S 6, 800
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RELATIONSHIP OF ESTIMATED OBLIGATIONS, SHIPMENTS, AND EXPENDITURES, APRIL
1, 1948, TO JUNE 30, 1949

The following table explains the relationship of anticipated obligations, ship-
ments and expenditures to the appropriation of $6,800,000,000 requested for the
first 15 months of the European recovery program.

In order to carry out the program, shipments totaling $6,600,000,000 must be
made in the 15 months from April 1948 through June 1949. It is estimated that
$600,000,000 of these shipments will be in the pipe line at the beginning of the
period and will have been financed from various sources other than ERP funds.
The ERP appropriation will be used to finance the balance of $6,000,000,000 of
needed shipments in the 15-month period. The difference between this sum and
the requested appropriation, or $800,000,000, is the gross amount necessary to
cover obligations which must be made prior to June 30, 1949, for shipments
which will not be made until after this date. This pipe line of $800,000,000,
amounting to less than 2 months’ average shipments, is regarded as the minimum
essential to avoid an interruption in the flow of supplies. If the amount which
has been requested is reduced below $6,800,000,000, it will be necessary, therefore,
either to allow the pipe line to become empty or to reduce shipments financed
by United States funds under the program below the required level of $6,-
000,000,000 during the first 15 months. Either course would jeopardize the
success of the program. ]

Because of the necessary lag between the time of shipment and the time of
payment, it is estimated that, of the $6,000,000,000 to be shipped under the pro-
gram during the first 15 months, final payments for approximately $4,500,000,000
will have been completed before July 1,1949. The remainder of the $6,000,000,000
(i. e., $1,500,000,000) shipped during the period will not be paid for until early
in the fiscal year 1950. This $1,500,000,000 together with the obligations
entered into in fiscal 1949 for shipments after June 30, 1949 ($800,000,000) equals
the difference between the requested appropriation of $6,800,000,000 and esti-
mated actual expenditures of $4,500,000,000 during the 15-month period.

Relationship of estimated obligations, shipments, and expenditures, Apr. 1, 1948, to
June 30, 1949

[In millions of dollars]

Estimated shipments required between
Apr. 1, 1948, and June 30, 1949, which
are to be financed from ERP funds
Total obli-
Esti- Estimated | gations re-
mated Portion covered| gross obli- quired
ovielr- Pobrtion cov(;zred by expefrildi-l gat,icins in | June Bii), &
T e e a y expendi- tures in fisca scal year | 1949, whic
Method of procurement obliga- tures during 15-| year 1950 (obli- | 1949 for | will not be
tions month period | gated for and | shipments | paid until
re- Total 2| (obligated for, | shipped during | after June | fiscal year
quired ! shipped, and period but 30, 1949 6 1950 (col-
payments made| payments not umn 4+4-5) 6
during period) made until
(column 2—4)3 | after June 30,
1949) 4
(1) (2 (3) 4) (6) (6)
1. Procurement through nor-
mal private trade chan-
nels in United States.
Purchases from United
States suppliers by im-
porters or governmental
agencies of participating
countries, for which pay-
ment will be made direct
to United States supplier
or on reimbursement
basis. Amount includes
yurchases financed by
xport-Import Bank
loans and private invest~
ments covered by guar-
antiegs e ol R $2,900 | $2,495 $1,975 7 $520 8 $405 $925
2. Procurement both in
United States and “‘off-
shore”” by United States
Government agencies_ .. _| 1, 600 1,455 1,156 9 300 145 445
3. “Off-shore”” procurement
through normal trade
ChantelRe e Lo TaE et 28 2,300 | 2,050 1,370 10 680 11 250 930
AeTotalias e o LN e 6,800 | 6,000 4, 500 1, 500 800 2, 300

8ee footnotes at end of table, p. 71.
George C. Marshall Foundation, Lexington, Virginia
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Relationship of estimated obligations, shipments, and expenditures, Apr. 1, 1948, to
June 30, 1949—Continued

1 This column shows the total amount which must be committed from Apr. 1, 1948, through June 30, 1949,
to permit actual shipments during that period (column 2) plus an uninterrupted pipe line into the next year
and early placement of orders for “long lead”” items. The division between methods of procurement is a
very rough approximation and is used for illustrative purposes only.

? Shipments included in the program estimates during the 15-month period are about $6,600,000,000, of
which about $600,000,000 will be in the pipe line at the start of the period and will have been financed from
sources other than ERP funds. About $100,000,000 of this will consist of shipments under the Foreign Aid
Act for which funds will have been obligated prior to Apr. 1, 1948, and the rest will consist of shipments
financed from existing loans and credits and from resources of the participa ting countries committed before
Apr. 1, 1948. This leaves shipments of $6,000,000,000 to be financed under the program. (See also last
paragraph of note to column 5.)

3 Total expenditures during the 15-month period are that portion of total shipments (column 2) for which
complete documentation can be obtained and payments completed before the end of the period.

¢ Column 4 is an estimate of the shipments made before June 30, 1949, which cannot be paid for until after
that date because of the time necessary for submission and review of the necessary supporting documents.
These estimates are based on the average time lags shown in parentheses below each figure, which are
derived from a comparison of actual experience under lend-lease, UNRRA, Government and relief in
occupied areas (GARIOA) and the current foreign relief program with the commoditjes and procurement
methods contemplated under ERP. The actual time lag for lend-lease and UNRRA was greater than
shown in these estimates. For the current foreign relief program, which is limited to a few bulk commodi-
ties, the time lag is slightly less. The figures given are averages for all commodities in each category, and
for any one commodity the figure may vary considerably from the average. In making the computations it
has been assumed that the rate of shipment during the last half of fiscal 1949 will be at approximately
$1,500,000,000 each quarter since the obligations entered into early in the program will result in a higher
level of shipments during the last part of the fiscal year than in the early period. The shipments will be
financed during the time lag (until reimbursement by the United States) by short-term credits extended
by the suppliers, by commercial banks, and to some extent by the use of the reserves of the participating
countries.

5 Column 5 shows the amounts (totaling $800,000,000) which must be committed in fiscal 1949 so that the

flow of goods will not be interrupted by the end of the fiscal year. The figures for this year-end pipe line
are based on the average time lag between placement of an order and shipment, as shown parenthetically.
These time-lag estimates, like those in column 4 are based on experience with lend-lease, UNRRA,
(}AIRIOA and the current foreign relief program modified to fit ERP conditions, and the same comments
apply.
Line 1 of column 5 also includes certain key recovery items which take a long time to procure and for
which orders should therefore be placed as early as possible. These ‘‘long lead” items include machinery,
frei'ghtPcars, and similar articles essential to the attainment of European production goals in the later years
of ERP.

This table indicates that the requested amount of $6,800,000,000 is necessary in order to make shipments
financed by ER P funds of $6,000,000,000 during the 15-month period and to have $800,000,000 worth of goods
in the pipe line on June 30, 1949. Inasmuch as the balance-of-payments deficit computations on p. 42 of
the committee print of Outline of the European Recovery Program included total shipments during the
15-menth period, only the net amount of $200,000,000 was included in the tabulaticn on p. 43 of the committee
print (item 8) on account of requirements for forward obligating authority, in order to avoid duplication.
This $200,000,000 represents the net difference hetween the value of goods ($600,000,000) assumed to be in the
pipe line at the start of the 15-month period and financed from sources outside of the program prior to Apr. 1,
and the value of goods ($800,000,000) estimated to be in the pipe line at the end of the 15-month period and
financed out of ER P funds.

6 These figures, the sum of columns 4 and 5, show the total of 1945 commitments which cannot be paid
until 1950, either because of delays in documenting completed shipments (column 4) or because the ship
ments themselves will not be made until fiseal year 1950 (column 5).

72 to 3 months’ lag.

84 to 6 weeks’ pipe line except for ““long lead” items.

92 to 4 months’ lag.

103 to 5 months’ lag.

11 6 to 8 weeks’ pipe line.

GoLp AND DoLLAR BALANCES OF THE 16 PArRTICIPATING COUNTRIES

At the request of the Senate Finance Committee, the National Ad-
visory Council prepared information with respect to foreign gold and
dollar balances in the United States as of June 30, 1947. Through the
courtesy of the Senate Finance Committee this information has been
HS(le{i to prepare the following table (as of June 30, 1947, in millions of

ollars):

George C. Marshall Foundation, Lexington, Virginia




72 FOREIGN ASSISTANCE ACT OF 1948

TaBLE I

[In millions of dollars]

Dollar balances 2 e
| Total re-
Country Gold 2 sources
Official | Private

AT g A s Y | Ll BT i e fd S L Sl 10 (foim S o [ Sty bty 10
Belgian monetary area (including Luxembourg and Belgian

(O IR e L ' o e g TN N T ST L TR 659 28 166 853

et Eiea ol i v e f T a8 vl e Ui SN BRAT iR o 32 17 35 84

BT R SRR ok, v o b s Ty b VI Sy ned o U S 7 11 3 15 29
French monetary area (including dependencies in International

Monetargiund Brenchquota). o f b o ioomer. Loib pwliln o o 700 106 210 1,016

R T e A A L E R I T R e R 20 15 17 52

HCE AT SR Wy orgip e DT A VLR b nal S S T T e 1 1 3 4 8

LTI Lo e TR g R N T Bt oy L e k- ) (I eyt 2k 60 79 108 247

Netherlands and Netherland West Indies ... - _________ 214 65 155 434

L L L IR RIS S (TR N L e Al Br v ] N et 77 29 62 168

Eartngal and dependencipss. oo Hliar Nuomna gl s G 390 12 32 434

BIRCH I ] bl oLy A ey e Y e 168 24 109 | 201

e R T ST W O TR O I TS e e N 1,355 67 329 | 1,751

IREGRETAS ey iy alociods LETA Dindi St Bt e vy 191 16 35 242
United Kingdom and dependencies included in International

Monetary Fund quota of United Kingdom___________________ 2, 360 49 | 347 2, 756

e i I A e R ok Al e e R 6, 248 513 | 1,624 l 8, 385

|

1 Tables I through VT are taken from appendix A of Preliminary Report 15 of the House Select Com-

mittee on Foreign Aid entitled “Inflation and Methods of Financing Any Foreign-Aid Program,” Feb.
15, 1948.

. 2 Official gold holdings; for countries whose holdings have not been published, available estimates have
een made.

_ 3 Deposits and other short-term dollar resources, as reported by banks, bankers, brokers, and dealers
in the United States to the Federal Reserve hanks and the U. S. Treasury.

The National Advisory Council report to the Senate Finance Com-
mittee points out that “most of these resources constituted reserves
needed by their holders to finance the current flow of international
trade or to back their currencies. Holdings not so required may be
estimated roughly as follows: (a) About 1.5 billion dollars held by
Switzerland, Portugal, and Turkey * * *.” These are the only
participating countries estimated by the National Advisory Council to
have excess gold and dollar reserves as of June 30, 1947. That of
Switzerland 1s the most important one from the pomt of view of the
problems under consideration by the committee. Switzerland is a
very small country but soundly administered in a financial sense. It
also enjoyed the advantages of neutrality during the war. As a result,
it ended the war with ample monetary reserves and has been able to
maintain a good position because it was able to export. While the
economy of Switzerland is not sufficiently lar ge to enable it to assume
much risk, the country is in a position not, only to supply capital
imports needed by the deficit countries, but also to provide for their

financing, particularly if the recovery pla,n as a whole is conceived on
a sound basis

George C. Marshall Foundation, Lexington, Virginia




TaBLE II.—ExporT-IMPORT BANK PosiTion as or DEc.

Total, lending authority

Loans outstanding
Loans authorized but not disbursed

Net free lending balance

1 See footnote 1 to

FOREIGN ASSISTANCE ACT OF 1948

table I.

[In millions of dollars]

31, 194

71

Scheduled repayments by calendar years over mext & years of loans outstanding
Dec. 31, 1947

Millions

$131. 7
74. 8
90. 4

Millions

The tabulation below details Export-Import Bank loan activities

with the CEEC countries.

It will be noted that as of December 31,

1947, of Export-Import Bank loans authorized of $1,951,000,000 to
10 CEEC countries there remained an undisbursed balance of

$312,700,000 to 9 of these countries.

ExprorT-IMPORT BANK OF WASHINGTON

Statement of loans and authorized credits to the 16 participating countries for the
period July 1, 1945, to Dec. 31, 1947

Principal Interest

Credits Cancella- | Balance Amount repaid Princiiad’ Piedived

authorized, [tions, July | not yet | disbursed, | on loans, outstangin st i

Country July 1,1945, | 1,1945, to | disbursed, | July 1,1945 | July 1, |O%SERCELE | S o

to Dec. 31, | Dec. 31, | Deec. 31, | to Deec. 31, | 1945 to, Dec 51, 1947| Dec. 31

1947 1947 1947 1947 Dec. 31, N 1947

1947

Austrial e 0o i) 04 966,000 oo cuoiiia. SR BRI, dsetonts o s D] ALt N ke ek 198
Belgibm ool e 150,000,000 _: . 0. 50,000, 000| $100, 000, 000($2, 750,152 $97, 249, 848|$3, 101, 524
Denthark. ..., . 20, 000,000] ... 5,000,000 15,000,000 ________. 15,000,000{ 313,102
i 31 NS SO 1;200,000,000] - ... 38, 000, 000|1, 162, 000, 000|23, 097, 5001, 138, 902, 500(16, 848, 126
Western Germany._| 19,000,000 _________ 14, 430, 904 4,569,096 _________. 4,,569, 09615 L wculs
(7o T MO b 25,000,000 - ______ 15, 200, 000 9,800,000 __________ 9,800,000{ 111,158
R L e S O SPRONRe  (oe G (PEY  R ee T SNE R IR S o R
TG e | T | R P A S o P T D T NS T e e e .
HERlyitedets o o L 134,263,812 $2, 700, 000|102, 025, 507| 29, 538, 305|11, 570, 785| 17,967, 520| 106, 590
VAR Z T ek by, e T T R U e TN TR e B e T I el S e
Netherlands_________ 303, 161, 813(197, 768, 670 108, 597| 205, 284, 546|12, 460, 519| 192, 824, 027| 5,136, 065
MNorway..... . .. .1 60::000,000] 5.0 2t 40, 000,000/ 10,000,000 __________ 10, 000, 000 90, 000
=i Ll e e i 8 ol SR SRRl (N B F i e ¢ B RS R TR e S e e | SRS
b i e e I DO (NGRSt COVEL 3 1 ) 5 S T TR (TR e (D S
S Evave DRSS W) e N SRRSO W ST IR, | ST 0 D oy 0 R E T T I O 8| o A A
AR RR Y, o, ] 48:060;/000[EC 18 a0 33, 736, 818 2,323,182 233, 592 2,089, 590 3, 766
TN U e fe [oyaa el X5 Tl el | NN EC G0 SRTRMIRI IET T s A e ) R SR e T G R
AR 7Y N 1,951, 740, 625(100, 468, 670|312, 756, 8261, 538, 515, 129|50, 112, 548|1, 488, 402, 581|25, 710, 331

1 Includes $93,283,670 advanced by participating commercial banks.

George C. Marshall Foundation, Lexington, Virginia
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TABLE III.—INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT !

Statement of actual and potential United States dollar resources as of Dec. 31, 1947

[In millions of dollars]

Dollar and gold assets:

T R A AR U N ST sl ST . YT e v (PP, ST 4.0
Saa ] aties . o Nere b At N T I T Y O e 51.0
RS- Goveriment SecuUrtbiBed. . - - - aV o ilmidon Sise sl 18 410. 9
Demand note of U. S. Government _ _ ________________________. 215. 7
Gold or dollars receivable (postponed to 1951) _ _ _ ______________ 4.9
Y S kA U ke iR A b o e v NN A T OO ol B 686. 5
Less: Loans authorized but not disbursed 2_ __ _____________________ 196. 8
P Net free United States dollar balance_ _ _____________________ 489. 7
Potential dollars, receivable from sale of securities based
on United States guaranty as follows:
United States commitment_ __ ___ . ____________. 3,175.0
Less:
Already paid in dollar securities_ . _____________ 635. 0
Ly g S y) s D O T MR I s NGRS SR 250. 0
—— 885.0
Remaining free United States guaranty____________________________ 2,290.0
Total actual and potential United States dollar resources______ 82,779. 7
1 See footnote 1 to table I.
2 Status of individual loan commitments (millions):
Borrower oot |- tred | i
ETARCE: . s ¢ SFak b ghe” JE S PR SRRl 905 " "y T X575 T 000 e ] $250.0 $227.0 $23.0
BN etherlandst oo e S FI0E Ml e & i WL VENge (iRl LTS e e 195.0 66.7 128.3
D enIAATIcu=iRe 57 I S R T o 40.0 1.3 38.7
fiaxempburg e e da e bRl e o AT I RS N S P Lt O sk B0l 12.0 652 6.8

a There is included in the disbursements under this loan 0.3 million dollars which represents United
States dollar equivalent of 13.1 million Belgian francs actually disbursed.

3 The above tabulation only takes account of actual and potential United States dollar and gold resources,
on hand or receivable. It does not take into account other member currencies on hand or receivable, nor
possible dollar borrowing power (unlikely at present) based on other member guaranties. The tabulation
strips down the total assets of the bank to actual and probable potential United States dollar availabilities,
as requests for loans from the bank in the near future will presumably be largely confined to requests for
United States dollar loans.

George C. Marshall Foundation, Lexington, Virginia
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TaBLE IV.—INTERNATIONAL MONETARY Funp Gorp AND Dorrar PosiTiON !
As oF Nov. 28 1947

[In millions of dollars]
ol holdingre el Tt e o by Se e el Dl T s sl o 1, 356. 0
Eaied kales dellgr boldimpr " < o - - iiea 1, 626. 4
Pobald-aiies M STUSSBEEMaS LB W T TILIL o B T 2, 982. 4

1 See footnote 1 to table I.

It should be noted that in this period of monetary pressures the
Fund is undoubtedly active and receiving requests for purchases of
dollars from the Fund. It is possible that further sales of dollars
have been made and not yet publicly announced.

The following countries have made United States dollar purchases
from the Fund:

Million Million
i R e RN TR S7. o4 Netherlands —s_ . 0 ___ . _ $30. 0
Blemmarie) s & gl d Bed i | Bl aBurkeyy noVT CIATRVOMR I C ] 2 5.0
T SN O, N BT O e 125. O FUnited Kingdom.__ . ... _...__._ 240. 0
1 T e e L O W e 22. 5

The permitted drawings of dollars from the Fund within 1 year of
the drawings are limited to 25 percent of the member’s paid sub-
scription to the Fund. Under this provision, 1-year dollar drawing
qlﬁ)tas for the CEEC countries which are members of the Fund are as
follows:

Million Million
[RElertn L adeieis  C TE L $56 2t Inxemburg. oo cocue el ¢ $0. 2
U et it S SO 17. 0 Nethertanda: . - oo foenien 0 68. 7
1y ot D LR A WA T B3R 2 N orwagets e L) Z51 T 40 s 8 12. 5
R S O CTR 3 Mgl 1 BN B0 P urkey COE O w0l L s 10. 7
TSI e e R R S 2 | United Kingdom . ia@iy s 325. 0
U LA S TR St 145.0

! These countries have been accepted into membership in the Fund but are not yet entitled to buy other
currencies from the Fund because the par values of their currencies have not been determined and the gold
payments due on their subscriptions have not been paid into the Fund.

George C. Marshall Foundation, Lexington, Virginia
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For practical purposes a country drawing on the Fund must repay
a substantial portion in gold or dollars the following vear, unless the
monetary reserves of the country have decreased by more than the
Fund’s holdings of that country’s currency have increased during
that year.

The following countries which participated in the Paris Conference
are not members of the Fund:

Austria Ireland Sweden
Germany Portugal Switzerland

BritisH LoaN FroM UNITED STATES TREASURY

On July 15, 1946, the United States Treasury was authorized to.
lend the United Kingdom $3,750,000,000. Up to January 3, 1948,
disbursements of $3,550,000,000 have been made leaving a remaining
balance of only $200,000,000.

TABLE V.—RECONSTRUCTION FINANCE CORPORATION COLLATERAL LOAN TO
UniTEp KiNGpOM !

[In millions of dollars]

Collateral:
Approximate value of collateral (Oect. 28, 1947) _____ . _______ 900. 0
Approximate average annual income from collateral ________________ 37.0
Loan:
B T e Gl A . T A A e T s o 425. 0
iebursed o4 LT RS e St bl B el s LS ik T R b e 390. 0
Behs Tepaid oo Ll N RE SR SO by e o L SR D G 213.°7T
Balance outstanding (Pé¢,'3Y, 1947) - . - o iiitenicoeaan 176. 3

Terms: Dated July 21, 1941. Due serially to July 1, 1956. Interest rate,
3 percent.

1 See footnote 1 to table I.

The value of collateral pledged so greatly exceeds the remaining
balance of the loan that it would appear this loan could be refinanced,
the amount of the loan substantially increased, and additional dollar
resources thus made available to the United Kingdom. The average
annual income of $37,000,000 from the above collateral would cover
interest and principal payments necessary to service a $700,000,000
loan at 3% percent interest, due serially in annual payments over 30
years. These terms are similar to the International Bank loan to
France of $250,000,000 on May 9, 1947. This loan bears interest
at 3% percent and is due serially to May 1, 1977.

George C. Marshall Foundation, Lexington, Virginia
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TAaBLE VI.—LonNGg-TERM INVESTMENTS IN THE UNITED STATES oF THE CEEC
COUNTRIES !

The following table showing long-term investments in the United
States as of June 30, 1947, of the 16 Paris-conference countries has
been prepared from information made available to the Senate Finance
Committee by the National Advisory Council. It should be remem-
bered that the investments vary widely as to availability and liquidity:

[In millions of dollars]

Long-term assets 1
Country or area
Securities Other Total
Countries participating in European recovery program:

AT D ARt W LT o T SO N 3 3 6
BElrigmpsEPen s - o T SRR AR s o o gl L 55 130 185
Plennarke=Men e o 0 i B e kB R 0 W TR TR 10 24 34
ToTen bt n o AT R B e R L A R R TR G (S 14 26 40
HOREFICe cuas o) sk M L R N e e s A o 225 240 465
EIreEoR s MY N R W R Ll A R s 5 27 32
LT e SO DR T T S B W L ARG R | ST (SRR PR N A
IEE] SRS - | Tl 0 TRE NI Y L 14 49 63
Ljbravifonsres o 2RI o DRGRIORIRT © o v I e e o e 5 8 13
INETHERIATIANE e el | o BeQUE = S0 RETRb S c e L 580 415 995
S R i S e RN, [ NS T T, 50 S 20 30 50
IEOTTTICATRUSIRIRely S0k, . s, 1 W R bl e 12 9 21
Cvaalgnel T A W TN B e DT ST R IR 50 65 115
Bvilzerinn CISSeIEaet-ta s Ts, " P S LT N e 645 225 870
AR sl D S e T e S SR T S S 10 6 16
Pinitedingdommiid-Siw S tal co” 0 by BB e 600 1,425 2, 025.

Rotalsparticipating ecountries: oo o v ile (BT SR TR 2, 248 2, 682 4,930

1 Long-term assets: Securities item is composed of holdings of stocks and bonds of United States corpo-
rations and bonds of the U. S. Government. The “other” item is composed of controlling interests in
United States corporations, interests in estates and trusts, and other types of property holdings.

2 United Kingdom total includes collateral with a value of approximately $900,000,000 pledged under the
Reconstruction Finance Corporation loan to the United Kingdom.

1 See footnote 1 to table I.

73259—48——=6

George C. Marshall Foundation, Lexington, Virginia




ArpENnDIX III

- THE SPLIT IN-EUROPE .’
'BETWEEN EAST AND WEST

3 Russian Control

T 1] Countries in the
_1'1i Marshall Plan

—From New York Times.
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Aprpenpix IV

SECTION-BY-SECTION ANALYSIS OF THE FOREIGN ASSISTANCE ACT
orF 1948

The enacting clause contains a short title of the entire act.

Section 101: The short title emphasizes two fundamental aspects
of title 1: (1) That the assistance is economic in character; and (2)
that the success of the European recovery program requires coopera-
tion among the countries partlclpatm(r in the program.

Section 102 (a) : The committee recognizes that the general welfare
and national interest of the United States are 1nt1m1tely related to the
existence of a healthy Europe. Section 102 (a) emphasizes that eco-
nomic conditions and relationships in Europe have and will continue
to have an important effect upon the establishment of a lasting peace,
the general welfare and national interests of the United States, and the
attainment of the objectives of the United Nations. Although the com-
mittee believes that assistance in the economic field will effectively aid
the European countries to sustain and strengthen principles of individ-
ual liberty, free institutions, and genuine mdependence essential to a
peaceful and prosperous World the great objectives of the European
recovery program cannot be achieved solely by economic measures. Ac-
cordingly, the committee has changed the Senate bill by adding refer-
ence to political conditions and relationships to this subsection. The
survival of the kind of world in which democracy, individual liberty,
and peace can be maintained also depends in large part upon the will-
imgness and ability of the peoples of the participating European coun-
tries to recognize and emphasize their areas of common interest, rather
than their points of difference and separation, and to concentrate their
efforts upon devising means for closer cooper: ation.

Having in mind that economic cooperation among the participating
countries is dependent upon the political realities in those countries,
the committee sought to state the purposes and objectives of this title
In a manner quﬂicmntly broad to enable the Administrator, when
determining the form and measure of assistance to be given a par-
ticipating (ountrv, to take into consideration the many and varied
factors which will bear upon the ultimate success of this great
undertaking.

The reference to a “plan for Eur opean recovery” is designed to make
clear that the recovery program undertaken by countries of Europe
must be a developing, not a static, program. Minor drafting changes
have been made to strengthen the language of S. 2202,

Section 102 (b) : The ‘stated purpose of this title is to effectuate the
policy set forth in section 102 (a).

Section 103: The term “participating countries,” which is used
throughout this title, means any country () which signed the report
of the Committee on Economic Cooperation or (b) any other country
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wholly or partly in Europe., provided, in both instances, that such
country becomes a participant in a joint program for European recov-
ery and only for so long as it remains an adherent to such a program.
Certain of the participating countries which do not require assistance
will, nevertheless, participate in the program for the purpose of coop-
erating with the other countries in carrying out the mutual effort
which is inherent in the program.

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

The term “participating country” also includes any areas under
international administration or control. Hence, an area such as the
Free Territory of Trieste will be eligible to participate (subject to
the provisions of the title) when the Governor takes office pursuant
to agreement of the United Nations. The section also makes it pos-
sible for any of the zones of occupation of Germany or of the Kree
Territory of Trieste to become a participating country, if any such
zones qualify under the provisions of this title.

Section 103 (b) : Since Trieste was not in a position to be invited
to the Paris Conference, it was not able to sign the report of the Com-
mittee on Kuropean IEconomic Cooperation. Therefore, Trieste is
not in a position to receive assistance as a participating country.
Accordingly, the committee, in this subsection, has provided for the
Free Territory of Trieste or either of its zones to receive assistance
under the Foreign Aid Act of 1947 up to June 30, 1949. Since there
is still unappropriated under that act more than $20,000,000 of the
authorized amount, the committee has also provided for an advance
by the Reconstruction Finance Corporation of $20,000,000 to be used
for providing assistance under the Foreign Aid Act of 1947 and
for reimbursement to the RFC out of funds appropriated under that
act. The committee has amended the Foreign Aid Act of 1947 in
order to perfect its provisions with respect to assistance for Trieste.

Section 104 (a): The Administrator, to be appointed by the Pres-
ident, by and with the advice and consent of the Senate, will have
a status-which will put him on a footing of equality with the heads
of other agencies and departments of the Government, and he will
have the right of direct access to the President, under whose control
he will pertorm his functions.

Section 104 (b) : The Deputy Administrator for Economic Coopera-
tion 1s authorized to perform any functions delegated to him by the
Administrator, or, in the event of a vacancy in the office of the Admin-
istrator, he will be Acting Administrator.

Section 104 (c¢): The intention of this subsection is to assure
commencement of operations under this title as soon as possible after
its 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 act, to provide for the performance
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of the functions of the Administrator through such agencies of the
Government as he may determine. However, if the President nomi-
nates an Administrator 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 Gov-
ernment will continue until the Administrator or Deputy Adminis-
trator takes office.

Section 104 (d): While the committee considered the desirability
of establishing a corporation to administer the provisions of the eco-
nomic-assistance programs under this act, it determined that it would
be preferable to provide for a regular administrative agency with a
single head responsible directly to the President. After careful in-
vestigation, the committee concluded that all the flexibility claimed
for the corporate structure could be equally well secured by appro-
priate legislative provisions for an executive agency. However, in
order to provide the Administrator with maximum flexibility, the
committee amended S. 2202 by authorizing the Administrator, with
the approval of the President, to create a corporation through which
he could act in carrying out his responsibilities. In providing for
such authorization the committee has specifically made it subject to
the Government Corporation Control Act and has further required
that appropriate notification be given to the Congress and the public
when such corporation is created.

Section 104 (e): This section authorizes the Administration, or
any other department, agency, or establishment of the Government
performing functions under this title. to employ personnel for duty
within the continental limits of the United States. Employment of
personnel for service in the District of Columbia and elsewhere in the
United States under this authority is not subject to the personnel
ceilings imposed by section 14 (a) of the Federal Employees Pay Act
of 1946. The Administrator is given authority to compensate not
more than 60 of the persons performing duties within the United
States without regard to the provisions of the Classification Act of
1923. This gives to the Administrator greater flexibility in selecting
persons for particular types of employment without meeting the tech-
nical requirements of civil-service classifications. There is no exemp-
tion from the civil-service laws contained in this title, because the
committee was convinced that such an exemption would not provide
any necessary additional flexibility, but, on the other hand, might have
an undesirable effect in depriving some of the persons employed by
the Administration of the benefits of the civil-service laws. It is
understood that those provisions of the civil-service laws which might
hamper the Administrator in the administration of this title can be
waived by the Civil Service Commission or by the President. The
Civil Service Commission in an exchange of letters with the Depart-
ment of State has agreed to grant exemptions on the widest basis
necessary to permit effective operation. The authority to compensate
not more than 10 of these persons up to $15,000 per year will enable
the Administrator to attract individuals whose services are needed
for an efficient, business-type administration, and who might not other-
wise be available. In addition, this section authorizes the employment
by the Administration of experts and consultants or organizations of
experts or consultants, such as engineering and accounting firms, and
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individuals so employed may be compensated at rates up to $50 per
day. Thenumber of experts and consultants who may be compensated
up to the amount specified in this section is not limited. Payments to
organizations employed by the Administration under this section may
be made at such rates and in such manner as the Administrator may
authorize in contracts with such organizations.

Section 104 (f) : This section, which authorizes the Administrator to
promulgate necessary rules and regulations and to delegate authority
to his subordinates to perform his functions under this title, is con-
sistent with standard administrative procedures. The section is not
intended to permit the delegation of rule-making power to subordi-
nates. The committee eliminated any reference in this subsection to
heads of other departments, agencies, or establishments of the Govern-
ment performing functions under this title as contained in the Senate
bill. This omission was made because the committee concluded that
with respect to the authority to issue regulations respecting their func-
tions under this act, and to delegate any of such functions, the head of
any existing department, agency, or establishment already possesses
the necessary authority and power.

Section 105 (a) : This subsection enumerates certain functions to be
performed by the Administrator. The authority of the Administrator
to formulate programs of United States assistance under this title in-
cludes authority to approve specific projects which may be proposed
to him by a participating country, to be undertaken by such country
in substantial part with assistance furnished under this title. This
authority is designed to implement the undertaking provided for in
section 115 (b) (1).

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

The authority to terminate provision of assistance or take other
remedial action, as provided in section 118, relates to the responsi-
bility of the Administrator to take appropriate action to assure that
assistance under this title is provided only in accordance with its
provisions and its stated purposes. Inasmuch as the termination of
the provision of assistance undoubtedly would have serious implica-
tions with respect to the foreign-policy objectives of the United States,
1t is not contemplated that such action would be taken without con-
sultation with the Secretary of State, as provided in subsection (b)
of section 105. Moreover, in certain circumstances, certain action by
the Administrator, or by other agencies of the Government, might be
more appropriate than termination of the provision of assistance.
Accordingly, under this subsection, and under section 118, the Admin-
istrator may provide for, or recommend to the President or to the
appropriate agency of the Government, the taking of such other
action.

Section 105 (b): This subsection prescribes arrangements under
which the Administrator and the Secretary of State will concert their
respective activities so as to strengthen and make more effective the
conduct of the foreign relations of the United States.
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The committee has added an additional paragraph to this subsec-
tion in order to clarify the fact that both the Administrator and the
Secretary of State may refer matters of conflict within their respective
fields to the President.

Section 105 (c) : This subsection provides for similar relationship
between the Administrator and the agency which administers the
allocation and export-control authority, now the Department of Com-
merce. This appeared desirable in order to protect the Administra-
tor, in view of the importance of the allocation powers and export-
control authority to this program, without jeopardizing the interests
of the domestic economy and of areas of the world not covered in
this title.

Section 106: In view of the important aspects of foreign financial
exchange and monetary transactions which will be involved in the
development of policies under this title, the Administrator is made
a member of the National Advisory Council on International Mone-
tary and Financial Problems during the existence of the Adminis-
tration.

Section 107 (a) : This subsection creates a Public Advisory Board,
to advise and consult with the Administrator with respect to general
or basic policy matters arising in connection with the Administrator’s
discharge of his responsibilities. The creation of such a board 1s
desirable both from the standpoint of making available to the Admin-
istrator the benefit of the advice and experience of private citizens
representing broad public interests and also from the standpoint of
assuring the fullest practicable degree of public information concern-
ing the programs and operations under this title. The committee
amended S. 2202 to provide specifically that the members of the Board
shall represent business, labor, agriculture, and the professions as well
as other matters affecting the public interest. Members of the Board
are to be appointed by the President, by and with the advice and
consent of the Senate, and provision is made for them to be compen-
sated adequately. In order to assure the Board full opportunity to
discharge its proper responsibilities, this subsection requires that the
Board meet at least once a month, or more frequently upon call of the
Administrator or of three or more members.

Section 107 (b): Any advisory committees appointed by the Ad-
ministrator under this subsection may receive compensation in accord-
ance with the provisions of section 104 (e) relating to experts and
consultants employed by the Administration.

Skrc. 108: The United States representative in Europe provided for
by this section will play a key role in the accomplishment of the pur-
poses of this title. He will be the principal United States representa-
tive in Europe concerned with the cooperative aspects of the title and
he shall be the representative of the Administrator as well as the chief
representative of the United States _(}overnmel}t to the continuing
organization set up by the participating countries. He will receive
his instructions from the Administrator, which shall be prepared and
transmitted to him in such a manner as to assure the necessary effective
coordination between the Administrator and the Secretary of State.
The United States Special Representative shall also coordinate the
activities of the chiefs of the special missions provided for in section
109 and shall also discharge such additional responsibilities as may be
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assigned to him with the approval of the President. In order to assure
that the Congress as well as the Secretary of State, the chiefs of the
United States diplomatic missions, and the chiefs of the special mis-
sions are kept informed of his activities, the committee has amended
S. 2202 to provide that the special repr esentatlve shall also currently
inform the chairmen of the Senate Foreign Relations Committee, the
House Foreign Affairs Committee, the Senate Appropriations Com-
mittee, and the House Appro prlatlons Committee of his activities.
This amendment is partlcularly important to carry out the intent of
the committee to exercise its functions as provided in the Legislative
Reorganization Act of 1947. The President is authorized to designate
the hpecml Representative as the United States representative on the
Economic Commission for Europe. It should be noted that these pro-
visions are not intended to alter in any way the historic relationship
between a United States ambassador and the President.

Section 109 (a) : In order to assure the proper performance within
each of the participating countries of operations under this title, this
subsection provides for the creation of a special mission for economic
cooperation within each such country under the direction of a chief
who is to be appointed by the Administrator, receive his instructions
from the Administrator, and report to him on the performance of his
assigned duties. An exceptlon is provided concerning the zones of
occupatlon of Germany and of the Free Territory of Trleste as 1s dis-
cussed more fully below in connection with subsection (d). The chief
of the diplomatic mission referred to in this subsection is used to mean
the ambassador, minister, or chargé d’affaires ad interim, as the case
may be, in charge of the United States diplomatic mission.

Section 109 (b) : This subsection assures proper coordination be-
tween the chief of the special mission and the chief of the United States
diplomatic mission. In the event of disagreements between them con-
cerning the relations of operations of the specml mission to the foreign
policy ob]ectlves of the United States, which are not adjusted by con-
sultation, the matter at issue will be referred to the Secretary of State
and to the Administrator for decision. In the event of disagreement
between the Secretary of State and the Administrator, the matter
would be referred to the President for final decision in accordance with
cection 105 (b).

Section 109 (c¢) : In order to assure that the special United States
representative in Europe and his staff, as well as the special mission
in_each participating country, will receive office space, facilities, and
other administrative services, the Secretary of State and the Admin-
istrator are authorized to make appropriate agreements to this end.

Section 109 (d) : The committee gave considerable attention to the
special administrative problems presented by the fact that, unlike the
sitnation in other pmtmpatmo- countries, the only government in the
zones of occupation of Germany is a military (rovemment which, in
the case of the United States zone, is an arm of the United States.
Military government in the occupied zone is responsible for the accom-
|>11shmont of the objectives of the occupation, including economice,
political, and administrative arrangements essential to that end.

The problem was to assure that the Administrator would be in a
position to discharge his responsibilities under this title, while at the
same time assuring “that the highly complex and vital administration
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of the occupied areas is clearly fixed in a military governor, whether
he be a commanding general or a civil commissioner. The key im-
portance of Germany to the success of the European recovery program
involves a concentrated and energetic effort with respect to every
aspect of the economic life of the area, including production, dis-
tribution, exports, imports, and manpower, as well as all the financial
aspects of a complex modern economy. The responsibilities of the
military governor therefore include, but are not limited to, operations
under this title. The Administrator will, of course, have full author-
ity to perform, with respect to the occupied areas, as in the case of
any other participating country, all functions vested in him by section
111 (a). However, in the light of the special problems discussed
above, the committee concluded that administrative arrangements
within the occupied area for the conduct of operations under this title
should be left to the President. It is the intention of this subsection
that the administrative arrangements to be made by the President
will be such as to assure full coordination between the Administrator
and the occupation authorities in order that the Administrator may
carry out his responsibilities without impairment of the responsibility
of the military government for the successful accomplishment of all
of the objectives of the occupation. Similar considerations apply
with respect to 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 103 (a).

Section 110 (a): Two alternative procedures are made available to
the Administrator for the employment of personnel for the purpose of
performing functions under this title 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 compensa-
tion, allowances, and benefits comparable to those provided for Foreign
Service reserve and Foreign Service stafl officers and employees.

Under the second procedure, the Administrator may recommend to
the Secretary of State persons to be appointed or assigned as Foreign
Service reserve officers or as Iforeign Service staff officers and employees
for the purpose of performing operations under the title outside the
continental limits of 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 pro-
vided for Foreign Service reserve officers by section 258 of the Foreign
Service Act of 1946. The assignment to a post abroad or the transter
from one post abroad to another and the promotion of persons ap-
pointed to the Foregin Service reserve or staft under this section are
to be made by the Secretary upon the recommendation of the
Administrator.

It should be made clear that it is not contemplated that the two
procedures outlined above are to be mutually exclusive. It is left
to the judgment of the Administrator with respect to each appoint-
ment, whether such appointment should be within or outside the
Foreign Service system. Under existing legislation there is nothing
to prevent the Secretary of State, at the request of the Administrator,
from assigning officers in the Foreign Service system to perform func-
tions under this title. In such event such officers could be paid out
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l(;fl funds made available in accordance with section 114 (d) of this
1L

Section 110 (b) : In order to assist the Administrator in the per-
formance of the functions under this title outside the continental
Iimits of the United States, this subsection provides that the Adminis-
trator may request the Secretary of State to appoint alien clerks and
employees in accordance with the applicable provisions of the Foreign
Service Act of 1946 and through the existing facilities of the Depart-
ment of State.

Section 110 (c¢): This subsection provides for investigation and
report by the Federal Bureau of Investigation of citizens or residents
of the United States who are employed or appointed for the per-
formance of functions under this title for service outside the conti-
nental limits of the United States. The committee amended S. 2202
to provide that persons not presently employed in the Government
at the time of their appointment cannot assume their duties until the
Federal Bureau of Investigation has submitted its report on the in-
vestigation of such persons. The committee believed that it was
nnpmta,nt that persons not already employed in the Government
should not assume their responsibilities until the Federal Bureau of
Investigation made such a report. The committee assumed that the
Federal Bureau of Investigation would be able to make such mvestiga-
tions and reports pr omptly and without hindering the execution of the
program. Persons employed in the Gov ernment. may temporarily be
assigned to duties under this title after preliminary investigation
durmor a period of 6 months from the date of enactment of this act.
This subsection does not apply to any officer appointed by the Presi-
dent by and with the advice and consent of the Senate.

Section 111: This section prescribes the forms and procedures by
which the Administrator may provide assistance to a participating
country, and the methods of furmshmor such assistance. Under the
authority of this section, and with the funds authorized under section
114, the Administrator will be able to launch immediately into opera-
thIlb which will relieve the drain on the dollar assets of the participat-

ing countries. These assets are now being drained at a rate which
will, shortly after April 1, leave several participating countries with-
out any dollar assets available, as a practical matter, for purchasing
essential commodities in dollar areas. These C()lllltllbb however, will
then have under contract or on hand in the United States a substantial
quantity of commodities for delivery in. the ensuing months. These
undelivered commodities comprise the “pipe line” “of supply to the
countries concerned. Those commodities in the “pipe line” which
are eligible for provision under this title may be financed by the
Administrator out of funds made available under the bill as part of
the assistance to be provided thereunder. As in the case of the Foreign
Aid Act of 1947, under which the same type of operation was author-
1zed, the “pipe line” at any moment will embrace commodities, the
title to which has not been relinquished by the consignor, or which
have not theretofore been landed in the territory of the par ticipating
country concerned. The lan(ruaﬂe of the present title will permit the
Administrator to arrange for this important aspect of assistance.

Section 111 (a): Tlus subsection authorizes the Administrator to
furnish assistance to any participating country, in the forms pre-
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scribed. He may provide for procurement of any commodity which
he determines to be required for the furtherance of the purposes of the
title. The authority to procure “from any source” provided in para-
graph 1 includes the authority to procure “offshore”, that is, from
outside the territory of the United States. Offshore procurement of
commodities and services required by the participating countries will
serve a variety of purposes. It will permit the procurement outside
of the United States of commodities in short supply‘in the United
States, thereby relieving shortages in this country, and it will also
reduce the inflationary effect of increased demands for certain com-
modities from United States sources. Furthermore, in some cases the
needs of the participating countries for particular types of commod-
ities and services can best be met from sources outside the United
States. While offshore procurement of commodities will be effected
principally from Western Hemisphere sources, incidents may arise in
which the Administrator will find it desirable to finance the procure-
ment for one participating country of commodities which are available
in another such country. This will make possible increased trade
among the participating countries and will make available dollar ex-
change to the exporting country, thereby diminishing its requirements
for direct assistance from the United States. Offshore procurement
of commodities will, it is expected, be effected to a very large extent,
through normal channels of trade. Offshore procurement will always
be subject to controls established by the Administrator designed to as-
sure that such procurement is in furtherance of the purpose of this
title.

The committee amended S. 2202 by providing that where procure-
ment 1s from surplus Government stocks the Administration will be
placed on the same priority basis as other Government agencies in the
procurement of surpluses for their own use.

The term “commodities” is broadly defined. The committee has
amended S. 2202 to include merchant vessels in the definition and under
paragraph 4 of this subsection to provide for the charter of 200 dry-
cargo vessels. The committee felt that to prohibit the temporary
transfer of laid-up American merchant ships for a limited period of
time would be uneconomic and contrary to the best interests of the
American people. The committee, however, inserted provisions assur-
ing that the vessels will be returned to the United States whenever such
return is in the interests of national security or when assistance to the
country involved under this title is terminated. Furthermore, the
committee provided that these vessels shall be utilized primarily for the
transportation of commodities supplied under this title and shall not
unnecessarily compete with vessels of United States operators.

The Senate bill provided that the Administrator shall take such
steps as may be necessary to assure, “so far as is practicable” that at
least 50 percent of the gross tonnage of commodities procured within
the United States out of funds made available under this title are
transported on United States-flag vessels to the extent such vessels
are available at market rates. The committee amended this provision
in two ways: (1) It substituted for the phrase “at least 50 percent”
the phrase “a substantial portion.” This change was designed to
assure the Administrator greater flexibility in the application of this
provision; (2) it placed before the words “ocean vessels,” the words
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“dry cargo.” This was done so that this provision would not aggra-
vate the petroleum shortages in various parts of this country due to
the tanker shortage. At the present time not more than 20 percent of
petroleum e\p01ts from the United States are carried in United States
tankers and prior to the war no American tankers participated in that
trade.

The Administrator is authorized to furnish technical information

> technical personnel for instruction purposes to a participating
Count1 y, as well as other forms of technical information and assistance.

The provision authorizing transfer of any commodity or service is
intended to authorize the actual delivery of a commodity into the
custody of a participating country, or the rendering of a service for
such country. These acts represent the actual r ende) ing of the assist-
ance authorized under the program. By defining tr ansfer as the act
of delivery or of rendering a service, a standard is established for
assuring the amount of asmbtance actually provided for a participat-
g countly This measure 1s important in connection with fiscal
operations and in the preparation of reports.on operations under this
title. The paragraph authorizes transfer not only to a participating
country itself, but to any agency or or Oamzatmn 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
repr esenting a group of such countries.

Pal“lf"ldph 6 merely makes clear that the Administrator may con-
sider allocation of commodities or services on a project basis.

Section 111 (b) : This subsection prescribes the method under which
the Administrator may provide the types of assistance authorized
under section 111 (a).

Paragraph (1) of section 111 (b) authorizes the A dministrator 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 overseas branches of United States banks). In
addition to authorizing Government procurement through procedures
specified herein, the paragraph will enable the Administrator to per-
mit utilization of normal trade channels, with adequate safeguards
to assure proper expenditure for approved purposes. The committee
amended S. 2202 by making clear that, while Government procure-
ment would be authorized, these p10\ isions would facilitate and
maximize the use of private channels of trade, subject to adequate
safeguards to assure that expenditures in connection with such pro-
curement are within approved programs and in accordance with the
terms and conditions established by the Administrator.

Under subparagraph (i) a “letter of commitment” could, for ex-
ample, be issued by the Administrator to participating countnes mn
order to facilitate their contracting with suppliers, or to supp]lerb or
private banking institutions. The “letter of commitment” would em-
body a commitment, on the part of the Administrator to make payment
for the furnishing of spouhed commodities, upon presentation of the
“letter of Commltnlent " together with contracts, imvoices, bills of
lading, or other buppmtmn (lou mients enurerated therein sufficient
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to demonstrate that the funds are being properly spent for approved
purposes. The utilization of this procedure, in effect, would enable
a participating country to institute essential approved ‘procurement
without the necessity for borrowing, or immobilizing its scarce dollar
reserves by furnishing an irrevocable letter of credit to a supplier.
Such borrowing, or the furnishing of an irrevocable letter of credit,
has frequently been required of foreign countries making contracts
m the United States in order to relieve the supplier of credit risk. A
“letter of commitment,” which would bind the United States Govern-
ment and would create an obligation against appropriations made
under authority of the bill, would normally be used by a supplier in
the place of an irrevocable letter of credit and on the same basis as a
United States Government contract to purchase. The supplier could
use the “letter of commitment” for his own credit arrangements in
the same way as he could use a United States Government contract,
and the right to receive payment under the “letter of commitment”
would be assignable within the terms of the law relating to the assign-
ment of claims.

Subparagraph (i1) of this subsection authorizes the Administrator
to permit withdrawals, against an established account, by a partici-
pating 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 committee amended subparagraph (i1) so as to provide that with-
drawals would be under arrangements prescribed by the Administra-
tor to assure the use of such withdrawals for purposes approved by him.

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 which are
ordinarily prerequisite to the expenditure of United States Govern-
ment funds. This will make possible procurement in a businesslike
manner, through normal channels of trade, subject to adequate safe-
guards established by the Administrator to demonstrate that all ex-
penditures are within the approved program and in accordance with
the terms and conditions established by the Administrator for such
expenditures. The safeguards will enable him to make certain that
amounts authorized to be withdrawn will not exceed the needs of par-
ticipating countries to make current dollar payments for approved
supply items. In addition, the Administrator will be in a position to
assure that the timing and method of procurement is consistent with
the best interests of the domestic economy of the United States. How-
ever, this subsection requires, with respect to procurement within the
United States, the eventual submission of all standard documents
necessary for auditing purposes. Experience has shown that, with re-
spect 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.
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Paragraph 2 of subsection (b) permits the utilization by the Ad-
ministrator of any department, agency, or establishment of the Govern-
ment in connection with provisions of assistance under this title. This
authority includes procurement through regular Government agencies.
Funds allocated to any such agency out of funds ‘lpploprntei under
authority of this title will be established in separate appropriation
accounts in the Treasury. The paragraph also authorizes the provision
of assistance by acting in cooperation with the United Nations, with
other international organizations or with agencies of the p‘llthlp‘ItlllO"
countries.

Paragraph 3 authorizes the Administrator to make guaranties for the
transter into dollars of locul currency proceeds from projects abroad,
under conditions and subject to the limitations contained in the para-
graph. This provision is designed to afford American business enter-
prise the opportunity to par t101pate in the recovery program by making
new investments abroad, or by expanding existing facilities where the
program calls for additional capital equipment. They may thus con-
tribute to the restoration of Europe, while at the same time carrying
out their own programs for expansion abroad. American concerns,
prepared to assume business risks abroad, are understood to have been
deterred from investing abroad in a large measure because of their
lack of assurance that they would be able to transfer foreign currency
earnings into dollars. It is this transfer risk which the guaranty is
designed to obviate.

The approval of the Administrator will be expressed through the
guaranty contract with the American investor. The approval power
will not stop with the writing of the guaranty contract itself. Regula-
tions will be promulgated by the Administrator to assure a follow- -up
to determine that the agreed amount of dollars have actually been
invested, that the 1'esult1110' investment is reasonably related to the
recovery purposes for which the guaranty was extended, and that the
local currency proceeds tendered for transfer into dollal s are ]uqtlﬁqbly
attributable to the guaranty investment. The term “investment” in-
cludes loan, as well as so-called equity, investments.

S. 2202 has been amended to make it clear that the Administrator
1S pelmltted to make guaranties of investments in enterprises produe-
ing or distributing informational media, such as newspapers, maga-
zines, and movies of an informational nature. However, the Admin-
istrator may not make such guaranties in excess of $15,000,000 during
the first year after the date of enactment of this act.

The committee also amended subparagraph (i) of paragraph 3
to make clear that when any payment is made to any person in ful-
fillment of a guaranty, the currencies or credits in currencies received
by such person, but which could not be converted into dollars, would
become the property of the United States Government. An addi-
tional amendment made by the committee provides that the Adminis-
trator may charge a fee in an amount not to exceed 1 percent per
annum of the amount of each guaranty. All fees so collected are to be

railable for the discharge of any liability accruing under the guar-
anty provisions at such time as all such liabilities shall be disch alﬂed
or have expired, or until all such fees have been expended in fulfill-
ment of liabilities incurred under this provision. It is expected that
in this way a part of the liabilities that may be incurred under this
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provision will be discharged out of these fees. The committee, In
view of its amendment under paragraph 5 of this subsection and
paragraph 2 of subsection (c) of this section, eliminated the provision
of the Senate bill which limited the total liabilities assumed under such
guaranties to 5 percent of the total funds appropriated for the pur-
poses of this title. .

The committee struck from S. 2202 the amendment dealing with
guaranties to Western Hemisphere governments and to any persons
in the Western Hemisphere. This provision was eliminated since 1t
overlapped the guaranty provision discussed above, and it was believed
that it would reduce the likelihood of unguaranteed loans or credits
being made by Western Hemisphere countries. Furthermore the pro-
vision in the Senate bill provided for a more complicated procedure
of providing for offshore procurement through private channels, with-
out assuring adequate safeguards. Nor would it give any greater
benefit to private trade channels than is already adequately provided
for in other sections of this title.

The total amount of guaranties that can be made under section
111 (b) (3) is $500,000,000. In the discharge of liabilities under guar-
anties the fees collected would first be utilized and that thereafter
funds realized through issuance of notes under a public-debt trans-
action as provided by the terms of section 111 (¢) (2) would be
utilized.

(¢) (1) : This subsection specifies the methods by which the Admin-
istrator may finance the provision of assistance for a participating
country. In accordance with the standards prescribed in the subsec-
tion, the Administrator, in consultation with the National Advisory
Council on International Monetary and Financial Problems, will de-
termine whether assistance under any part of a program, with respect
to a participating country, shall be on the basis of grants or of loans.
The committee believes that the form of the assistance for financing
imports into the participating countries should depend primarily
upon two factors: (1) The character and purpose of the assistance;
and (2) the capacity of the country concerned to make repayments
without jeopardizing the accomplishments of the purposes of the bill.

In order to clarify the Senate bill, and to make clear that “tuzzy
loans” should not be made, the committee made specific reference to
the test of “reasonable assurance of repayment.” Obviously, grants
should not be made to countries which are found to have the capacity
to pay cash or to repay loans without jeopardizing the purposes ot
the bill. It is equally clear that it would be unrealistic to require
payment in cash or repayment of loans in the case of participating
countries entitled to provision of assistance under this bill but which
are found to be without capacity to repay without jeopardizing such
purposes. Subject to the foregoing tests, it is the view of the com-
mittee that, to the fullest extent practicable, payments should be
required, or loans should be used, in order to finance imports of
capital equipment and of raw materials for use in connection with
capital development; and grants should be used in order to finance
imports of current supplies of food, fuel, and fertilizer and of raw
materials not used for capital development.

The Administrator is authorized by this subsection to determine,
in consultation with the National Advisory Council, the terms of
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payment to be required of participating countries for which the Ad-
ministrator provides assistance on a loan basis. This subsection speci-
fies that the terms of payment on account of assistance provided on
a loan basis may, where appropriate, include payment by the transfer
to the United States of materials required by the United States as
a result of deficiency or potential deficiencies in its own resources and
under such terms and in such quantities as may be agreed to between
the Administrator and the participating country. E\phClt reference
to this subject was deemed desirable even though the Administrator
would possess authority to take such action under the general language
of this subsection because of the importance which the committee
attached to this matter.

In determining whether assistance will be through grants or upon
terms of payment, and in determining the terms of payment, the
Administrator will act in consultation with the National Adviso
Council on International Monetary and Financial Problems. The
provision for consultation between the Administrator and the National
Advisory Council in this subsection (as well as 1n subsection (2) of
this section and paragraph (6) of section 15 (b)) contemplates that
if, after such consultation, differences of view remain, the matter
in disagreement will be referred to the President for final decision.

The committee amended paragraph 2 of section 111 (c¢) to provide
that during the first year following the date of enactment of the act
for the purpose of extending assistance on credit terms and for carr y-
ing out the guaranty provision under section 111 (b) (3), the Admin-
istration is authorized to finance such transactions by means of issuing
notes as a public-debt transaction in an amount not exceeding in the
aggregate $1,000,000,000. Accordingly, the Administrator is “author-
ized to issue notes from time to time for purchase by the Secretary of
the Treasury, which notes shall bear a rate of interest as may be deter-
mined by the Administrator with the approval of the Secretary of
State. It is intended that notes will not be issued until the Adminis-
trator needs the money either for the purpose of rendering assistance
on credit terms or for meeting liabilities under the guaranty provision.
Notes will not be issued at the time the guaranty is made, but only
when a liability arises during the first year. Inthe event that the guar-
anty must be honored at a later date after the 1-year period this title
contemplates that authorization would be passed providing for the
liquidation of such liabilities which might arise. In order to a.ssme
that the Administrator will not e‘(ceed the $5,300,000,000 total (4.
billion by appropriation and 1 billion by public- _debt txansactlon) pl()-
vision is made in paragraph 5 of sectlon 111 (b) that as guaranties
are made the authority to realize funds from the sale of notes for
loan purposes authorized under this paragraph shall be accordingly
reduced.

When it is determined that it is appropriate to provide assistance
to the participating country on a loan basis, the Administrator will
allocate funds (realized from a public-debt tr ansaction) for this pur-
pose to the Export-Import Bank of Washington which will make and
administer the credit on terms specified by the Administrator in con-
sultation with the National Advisory Council. The elimination of the
provision that the loan will be made and administered by the Export-
Import Bank as directed by the Administrator is not intended to de-
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tract from the Administrator’s authority as provided in the Senate bill.

Section 112 (a) : This provision is designed to assure the protection
of the domestic economy.

Section 112 (b) : This subsection provides an added measure to as-
sure the protection of the domestic economy by avoiding unnecessary
drains upon petroleum and petroleum products of the United States.

Section 112 (c¢): In accordance with the general intention of the
committee to protect the domestic economy of this country from
shortages that might result from the program, and particularly in
order to assure an adequate supply in the United States of byproducts
resulting from the milling of wheat, this subsection requires that, in
connection with aid in the form of grants, amounts of wheat and
wheat flour to be transferred under this title shall be so determined that
the total quantity of United States wheat used to produce wheat flour
procured in this country for transfer to such countries under this act,
shall not be less than 25 percent of the aggregate of the unprocessed
wheat and wheat in the form of flour procured in the United States
for transfer to such countries under this title. The committee per-
fected the Senate bill to clarify the above purposes.

Section 112 (d): The provisions of this subsection are designed to
provide for the fullest practicable use of any agricultural commodity,
or product thereof, produced in the United States and determined by
the Secretary of Agriculture to be in excess of domestic requirements.
Accordingly, the Administrator 1s directed to provide for the procure-
ment of any such agricultural commodity where it is intended to
transfer any such commodity on terms not requiring payment by the
participating country, where the commodity is within the requirements
of the participating country concerned, and the application of which
will not hinder the Administrator, to give effect to the following:

(1) Not to authorize the procurement of such agricultural com-
modity outside the United States except where such commodity or
the product thereof is to be procured in one participating country
for transfer to another participating country if, in consultation
with the Secretary of Agriculture, he determines that it would be
in furtherance of the purposes of this title and would not result,
in and of itself, in creating a burdensome surplus in the United
States or causing serious harm to the ability of the American pro-
ducer to market such commodities. Similarly, to the extent that
such commodity is not available in the United States to meet the
requirements of the participating countries under this title, off-
shore procurement is authorized. . {

(2) In providing for the procurement in the United States of
such agricultural commodities for transfer by grant, the Adminis-
trator under this subsection is required to procure an amount of
each class or type of such commodity in the approximate propor-
tion that, as determined by the Secretary of Agriculture, such
classes or types bear to the aggregate excess of such con{ln_nodit‘y
over domestic requirements. The application of the provision, as
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