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[To accompany H. R. 3748]

1. THE OCCASION FOR THE LEGISLATION

EXTE 10 OF THE E ROPEA RECOVERY PROGRAM

REPORT

No. 323
I"'T CONGRESS } HOL"'E OF REPRE E TATIVES {

1st es ion

~IARCH 25, 1949.-Committed to the Committee of the Whole House on the State
of the Union and ordered to be printed

The Committee on Foreign Affairs, to whom was referred the bill
(H. R. 3748) to amend the Economic Cooperation Act of 1948, having
con ielered the same, report favorably thereon without amendment
and recommend that the bill do pass.

~lr. KEE, from the Committee on Foreign Affair, submitted the
following

REPORT

Purpose oj the bill.-Th bill amends the Economic Cooperation
Act of 1948 (title I of Public Law 472, 80th Cong.) so as to extend
the European recovery program an additional 15 months. It author­
iz s in section 8 (a) appropriation of $1,100,000,000 for the period
April 3 to June 30, 1949, and $4,280,000,000 for th fi cal year 1950.
These authorization are eli cu sed on pages 14-19 of this report. It
al 0 authorizes in section 6 (c) a public-debt transaction of $273,300,000
to be available for guaranties of American investm nt in projects
helpful to the European recovery program. This i discu sed on page
21 of this report. Other principal itenl , their location in the bill,
and the page on which they are discu sed in this report, are a follows:

n c.'paneled prOOTanl for inve tnH'l1t guaranties ( ec. 6 (b) (1),
(4), and (.5); ('(' pp. 20 22 below).

E.,t n ion anel modifi 'ation of g11nru,nti('s of informational
rl1edia (. C(·. 6 (b) (2) and (:n; c(' p. 22 bcl w) .

.' 11thori",utioll for intcriBl ndvnnc(\s hy tll(\ Rcconstruction
FinnJl<'l' Corporation (s('('. 8 (1)); S( (' p, 22 bel w).

F.J' 't('nsion of u,vnilahili t.y of 11 nohligat<'<l and deobligated funds
hCyOl}(l April ;{, 1949 (sec. R (n) (1); H('(' p. 22 lwlow).

Indusion of unification and fcd(\l'ution of 11.i11ropo in th ba ic
policy of tIl<' h'll V( (', 1; , ('(' pp. 10 1...1 hdow).

1
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Modification of counterpart fund requirements to permit
exceptions in certain cases and to re erve a portion thereof for the
United States (sec. 9 (a) and (b); ee pp. 23-25 below).

Clarification of requirements for shipment of a portion of cargo
in United States flag vessels (sec. 6 (a); see pp. 25-26 below).

Clarification of transportation subsidy for relief shipments by
voluntary agencies (sec. 9 (b); see p. 26 below).

Repeal of the requirement for shipping in the form of flour
25 percent of grant-financed wheat exports (sec. 7 (a); see pp.
26-27 below).

Requirement for getting advance procurement information to
the trade (sec. 7 (c); see p. 28 be ow.

Requirement for policing prices on cDmmodity tran actions
(sec. 7 (d); see p. 28 below).

Charter of 10 United States ships to help Italian emigration
(sec. 10 (c); see p. 29 below).

Wider participation of the Administrator in strategic materials
programs (spc. 9 (b); see p. 29 below).

Salary adjustments and raising of status of certain administra-
tive officials (sees. 2, 4, and 5; see pp. 31-32 below).

A section-by-section analysis of the bin is included as appendix III
of this report (pp. 55-59); compliance with the Ranseyer rule is
included as appendix IV (pp. 59-73).

The necessity oj a reappraisal.-A synopsis of even ts in the develop­
ment and execution of the European recovery program is included in
appendix I for the benefit of those who wish a complete recital. Here
it is neeessary only to recall that in reporting to the House in t.he
Eightieth Congress the legislation establishing the European recovery
program, this committee commented:

* * * A program lasting through June 30, 1952, i envi, aged. Thi, does
not represent a commitment,. This Congress does not attempt to bind future
Congresses. The program represents rather an objective whose realization will
be contingent upon the practical results achieved by the participating
nations. * * *
Accordingly the authorization was at that time limited to 1 year, so
that the Congress might r apprai e the broad poliei of the program
and measure the conerete accomplishments before deciding whoth r
to go on with it.

Introduction oj bill and study by the committee.-H. R. 2362, a bill
amending the Economic Cooperation Act of 194 and .rtending th
authorization, was introduced in the Hou e of Repr entative by th
Honorable Sol Bloom, late chairman of thi committee, on F brual'y
7, 1949, and hearings began the n xt day. Th committee clo \d the
taking of testimony on March 14 but continued to obtain furth r
information during executive ses ion meetings whieh w re clo ed on
Mareh 22. A fuller account of the length and cop of th hearing h.
the Committee on Foreign Affairs is contained in ftpprudi. r II. Th
hearings and e recutive session meeting lasted through 26 days. The
Seeretaryof tat, the k cr tary of th Tl' a Ul'y, nnd th cretaryof
Agriculture weI' heftrd on the relation of the pl'ograrn to broad n pect
of nited tate policy. The Adlnini trn.tor for Econolnic oopern­
tion and his prineipal subordinate co er d th necolnpli hm nt ,
problems, and outlook of the program a a whol. The nit d tates
Special Representativ in Europe and th nli ion chief repr nting

2 EXTENSION OF EUROPEAN RECOVERY PROGRAM
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A. THE BASIS OF JUDGMENT

II. EXTENSION OF THE PROGRAM

The aim oj the program.-The Economic Cooperation Act as now in
force is the product of a long, thorough, and mature effort in which the .-
executive and the legislative branches of this Government, the American
public, and various governments of Europe collaborat d. Its ob-
jective is the restoration of the free nations of Europe to that sel£-
su taining basis which alone can insure the continuance of their inde-
pendence and the freedom of their domestic institutions.

The basis oj United States aid.-In seeking to insur the freedom of
peoples by strenO"th ning th ir economic base, the E onomic Co­
operation Act envisag s a broad effort of economic collaboration and
self-help among the nations of Europe qualifying as participants. It
envi ages that for 4 y aI'S those nations may call upon the United

tates for extraordinary a i tance to re ire the gap betw n their
need and their capability to provide for them Ives, if th yare to
attain a srlf- ustaining ba i. The recovery program consists of what
th participating nations elo for and aInODO' th In Iv and of Unit d

tatr assi tanc un leI' th E' nomic op ration Act to serve and
stimulatr that frort. Unit-rel tat s a i tan ompri es at most
only about one-thirtieth of th income of the parti ipatinO" nations.
It 'importanc li s in the quality rath l' than th quantity of the things
it afford. It mal~ avu-iiable to th ~ ~ 1 n illi \ of th participants

3EXTENSION OF EUROPEAN RECOVERY PROGRAM

the Economic Cooperation Administration in six of the principal
participating countries presented a detailed consideration of the
developments in the participating areas. In addition some dozens of
leaders of American industry and commerce, civic leaders, and repre­
sentatives of particular interest groups discussed the objectives of the
program and its impact on particular sectors of the domestic economy
and it relati.on to particular problems of foreign policy. The com­
mittee was b nefited also by a thorough documentation of progre s,
problem , programs, and prospects of the European recovery effort
prepared by the Economic Cooperation Administration, notably its
Report on Recovery Progress and United States Aid; by the reports
()f th Organization for European Economic Cooperation; and by
various pubh hed studies of the Joint Committee on Foreign Economic
Cooperation in pUTsuance of its mandate under section 124 of the
Economic Cooperation Act.

The committee's decision.-The committee considered the legislation
in 18 executive session meetings before determining upon approval.
It was decided to bring it before the House in the form of a new bill,
which was accordingly introduced March 23. The committee voted
to report thi bill (H. R. 3748), on March 24, by a unanimou vote.

The dimsions oj the subject.-The material of the hearings and studies,
and the substance of the bill itself, may be considered conveniently
under four h adings:

Exten ion of the program.
Clarificat.ion of objectiv s.
The financing of the program.
Modification of operations and administration.

The issues are discussed below in that order.
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commodities of which they would otherwise be d prived because of
shortag~ of foreign e~change ~o buy things t~at only dolla~ .can buy,
and whICh are essentIal to thOlr effort to regarn a self-su taInIng basi.

The criteriajor appraising the program.-The committee' con idera­
tion of the proposal to extend the authorization to the midpoint of the
program period has centered on two question: Ha the program ful­
filled its hopes up to now? Does the rate of headway ju tify a further
investment in the future of Europe? The committee ha not sought
new paths into which to guide the program. It has ought rather to
improve it on the basis of a candid apprai al of the progre made
along the specific avenues to the goal as laid out in the Economic
Cooperation Act: Increase of production; financial, monetary, and
economic stabilization; and expansion of trade. After mature tudy
the committee is confident that the facts support the conclu ion that
production is rising significantly; that the participating na tion have
progressed substantially toward stabilization and have laid the ground
work for till further accomphshnlents in thi regard during the coming
year; and that the participants have nladc a tart toward developing
mutual trade as a principal avenue to the olution of th ir common
economic problems. The acconlpli hmcnt of the program ar given
in full detail in the record of the hearing. Here th y can be recounted
only in summary.

The rise in industrial output.-The conelusion is justified that the
expectations of the program were confirmed by Europe's production
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SUPPLIES OF AGRICULTURAL COMMODITIES

record in the first year. The total output of factories and mines in the
participating countries during the calendar year 1948 was 14 percent
above that of 1947, and about equal to prewar. Excluding western
Germany, steel output is currently at a rate exceeding the prewar high
of 1937 and 25 percent above that of 1947. The coal shortage has
eased; although tonnage in the bizone and the United Kingdom re­
mained below that of prewar, production in all otp.er important coal
fields in western Europe increased almost to prewar levels. An ac­
companying chart presents the general picture.

Power and transportation.-Rapid recovery in railway transporta­
tion and electric-power output has assisted materially in the expan­
sion of production. Total electric-power production in 1948 was 65
percent higher than before the war, and 10 percent above 1947 levels.
Railway traffic is one-third greater than before the war, notwithstand­
ing a shortage of equipment and arrears of maintenance and repairs.

The investment recorcl.-The investnl nt record justifies the con­
clu ion that economic improvement in Europe is not transitory but
permanent. The European recovery program i not a relief program
but a recovery program; the record demonstrates also that American
a sistance has renewed the confidence of western Europe in its own
future. Gro s investment in all countries for 'which estimates are
available is expected to total roughly the equivalent of $30,000,000,000
in th fiscal year 1948-49-s1x to seven tinles the dollars provided by
the Economic Cooperation Act. This means that gross investment

5
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C. FINANCIAL, MONETARY, AND ECONOMIC STABILIZATION

Progress toward stability.-The testimony before the Committee
drmon trated that the participating countries, with few exc ptions,
have made real progress toward attaining internal financial stability.
The upward pressure on prices which had been gen ral in 1947 abated
somewhat in the e countries during 1948. As a result, many pra tices
adopt d by th se governments to counteract inflationary pre ures,
such a rationing, allocation, and price control, could b I' la red.
This has be n accomplished not solely throuO'h inrr as d produ tion.
It bas been the re nlt also of wi e, and in mo t ca os, difficult fi cal
policy decisions.

would approximate 20 percent of the gross national product. This
is about equivalent in proportion to the investment rate in the nited
States in the four highest years in the period from 1921 to 1939­
namely, 1923, 1925, 1926, and 1929. It is approximately three times
the rate of investment of 1932 in the United States, the lowest year
of the period referred to.

Progress in agriculture.-Crops in general in 1948 were one-fifth
larger than in 1947-admittedly a bad year. The increase in bread
grains is particularly striking. The 1948 crop was 41 percent larger
than that of the year before, though still below the prewar level.
Production of fertilizer in the participating countries was about 25
percent greater in 1948 than it was in 1947. An accompanying chart
presents the picture on agricultural production.

Increasing productivity.-Before leaving the subject of production,
it shonld be emphasized that a significant development., ju, t gC1tting
under way and not yet reflected in the data, i a ne\v attitude in bot.h
management and labor-a consciousnes that productiyity, as dis­
tinguished from production itself-is a huge factor in prosperity.
It is probable that no single m asure will be a helpful to the goal of
higher industrial production in \ve tern Europe as the improvement of
productivity-output per man-hour-of it industries. The pro­
ductivity of \vestern European workers, once the highe t in the world
and still much greater than that of most other area , is neverth less
relatively low in comparison with the standards prevailing in the
United States. This disparity, whieh is due to technological lag, i
one of the roots of Europe's econonlic difficulties. The problenls of
increasing industrial and agricultural productivity, through greater
mechanization-increasing the alnount of energy available to euch
worker-and modernization of management methods and plant ad­
n1inistration, are being attacl~ed through a number of t chnical a . i. t­
ance projects of the Economic Cooperation Admini traLion. otablc
among these is the Anglo-American Council on Productivity, created
in the fall of 1948 to con ider an exchange of technical knowl dg , and
methods and, in part.icular, ways in ·which nited \ tate industry
could cooperatively assist British efforts to increa e indu trial pro­
ductivity. It is hoped that in the stage of the prOOTam ahead in­
creasing emphasis will b put on this type of endeavor, both by tho
Admini tration and by the participating count.ries. It i· undoubtedly
the key to grrater progress both in indu t.ry and in agricult urc in
Europe.

6 EXTENSION OF EUROPEAN RECOVERY PROGRAM
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The contribution of the program.-The European recovery program
made decisive contribution to the control of inflation in western
Europe. The Economic Cooperation Administration and the Organi­
zation for European Economic Cooperation have exerted continuous
influence in that direction. In addition to the increased productivity
and other stabilizing factors attributable to the dollar aid extended
under the European recovery program, an important factor in the
progress toward stability has been the so-called counterpart funds
accumulated in connection with grants made to the participating
countries.

The role of the counterpart funds .-The Economic Cooperation Act
wisely provides that the government of each participating country
must deposit in a special account amounts of its own currency com­
mensurate 'with the value of goods and services financed by grants.
When such goods arrive in the receiving country, they are sold through
normal trade channels and the proceeds of these sales are the Inain
ource of the local currency funds deposited in the special account.

The operation of this machinery accomplishes two valuable results.
In the first place, the people of western Europe, as private individuals,
have to pay for the goods provided by United States aid. Business­
men do not receive capital goods or raw materials, and consumers do
not receive food or fuel, as gifts. In the second place, amounts of
money commensurate with the value of the goods are withdrawn
from circulation and held in the special account instead of being
automatically paid out again as income. Thus these counterpart
funds, so-called because they are the counterparts of the grants, con­
stitute a budget asset and their accumulation has the same defla­
tionary effect that a true budget surplus would have.

Illustrations of progress.-The full country-by-country story on
stabilization is told in the hearings. A few salient points should be
noted here. Great Britain's achievements are notable in checking in­
flationary pressures and providing a budgetary surplus-the keystone
to recovery in that kingdom. France has made an encouraging start
toward combating inflation, which has plagued the country's efforts
toward recovery since the close of W'orld War II. Despite the serious
set-back due to the Communi t-inspired coal strike of last fall, the
Government of M. Henri Queuille has dealt courageously and effec­
tively with this problem. In 1948 France levied the highe t taxes in
its history, and tax rates will be higher in 1949. The French Govern­
ment has successfully floated an internal loan of 100,000,000,000
francs (roughly $310,000,OOO)-the first loan, not a forced loan,
succes fully floated in France sine 1944. Italy has had notable
uccess during 1948 in maintaining th stability of its economy, first

achieved in the fall of 1947, after a long inflationary trend, through
the courag ous adoption of a rigorous deflationary program by the
Italian Government. In the United tates- nit d Kingdom occupied
area of western Germany a currency reform wa introduced on June
20, 1948, by the military governor which cancele 1 93~ percent of
outstanding reichsmark. Thi reform wa referr d to in t stimony
as "the greate t single factor illlluencing th sharp recovery last year"
in the Bizone.

The need oj further action.-Th above r fer n illustrate but do
Dot exhaust th story of the progr ss that ha be n achi ved. ever-

EXTENSIO OF EUROPEA.l. T RECOVERY PROGRAM 7
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D. EXPANSION OF TRADE

Increase ?'n e.rports.-As a result of increasing output and strong r
fiscal and trade policies, the volume of exports from the participating
countries rose and their ability to pay for essential imports improved
considerably during 1948. Over-all exports, for the countries taken
as a group, excluding western Germany, weI' up 20 percent above the
1947 level. For the United I{ingdom, export in 1948 w r one­
quarter again higher than in 1947. In Italy, e.TPOl'ts in 194 w r \ up
almost 50 percent from 1947 levels; in the Benelux countries about. 0
percent. In this current fiscal year, the earning of the ERP OUll­
tries on exports and "invi ibles such a inconle from the tourist trade"
will probably pay for a little more than half of the imports they need
from the outside \vorId. In the calendar year 1947 these earnino's paid
f?r only 40 percent of imports from the outside. As Europ an proehl ­
tIO:r: and e.Tports have gone up, Europe' degree of dependence on the
UnIted States for a sistance has dimini heel. ccolnpanying charts
illustrate this development.

Narrowing the trade dejicit.-A's European production a.nc! .Tport
h~ve gone up, the la.rge tra.d deficit of th pUl'ti ipatinO' countric
wIth th .UnIted '- tat s ha.s na.l'row d. During the fir. t 11 month
of 194 ,1lnpOl't froln th nit d ~ta.t dccline I by $1,000,000,000
as compa.rcd with 1947, while e.Tport to th llited ta.tes iner a.s d
by $223,000,000. The inlpl'OVClncnt of Europ' .Tt rnal po iLion

theless, perfOl'maD~e among the pa~ticipatingnation remai~ unev~~.

Signs are encouragIng but success IS yet ~o Je l' ached.. The partIcI­
pating nations are ~~emselves aware of this.. The comm.Ittee wa re~­
sured by this implIcIt pledge of further action to come III the InterIm
Report of the Organization for European Economic Cooperation:
* * * In order to achieve both the objective of tran~ferability and of maxi·
mum practicable freedom of trade, the participating countrie mu t therefore
addres themselves to the following problem.':

(i) They must make a determined effort to uppre inflation and to attain
internal equilibrium.

(ii) They mu t cooperate in establishing. table monetary relation hip. and a
price structure which will allow trade to move.

The committee Doted also this language from the arne our e:
* * * Throughout thi report, the need to bring under control the inflation

Bxisting in many of the participating countrie._ has been . tre~, ed. It threaten.
the production and investment programs; it generate a demand for import that
wastes resources, including American aid; it hampers the export drive; it make
impo sible that reasonable equilibrium in w tern Europe which fiU t precede
greater liberalization of intra-European trade and payment. The thing. that
have to be done during the next 37~ y ar need time. Yet many can hardly be
begun at all until inflationary pre ures are under control.

Proposals were made before the committee for \vriting into the terms
of the basic agreements of this program pledges to take specific lines of
action toward stabilization. It laid aside these proposals jn view of
the impossibility of attempting to lay down a rigid pattern of action
in a set of dynamic situations. The task is one for the participating
governments themselves, but the Adminjs trator for Economic Coopera­
tion, the Special Representative in Europe, and the country mission
chiefs should be watchful of every opportunity to press for further
progress.

EXTENSIO OF EUROPEAN RECOVERY PROGRA~I8
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has thus been sub tantial. The total deficit on both capital and
current accounts amounted to $7,800,000,000 in 1947, whereas the
figure for 1948-49 i expected to be $5,500,000,000. While a heavy
drain on European re erves of $2,100,000,000 took place in 1947,
the 1948-49 deficit will be met alnlo t entirely from funds under this
program and tho e spent by the ArnlY for civilian relief.

Use of assets in the United States.-There will, nevertheless, be a
small but manageable drain on gold and dollar resources. Also,
during 1948, the participating countries continued to liquidate dollar
investments in the United States. Securities worth about $200,­
000,000, primarily from France and the etherlands, were sold during
the fir t 9 Inollths of the year. In accordanc(' with the tel'ln of the
FOl'('ign As i tance Act of i 94<. and the bilateral agI'('elnents, the partic­
ipa ting nations have' accepted the obligation to take Ineasures, 0

fur a i practicable', to locate, i(kntify, and pnt to appropriate use
asset and earning, tlH'l'('fl'Oln which hdong to their citizen and which
are situated within the llited Stat('s. The infonnation resulting
frOlll the lTnite'd Sta 1<'s Tn'a Ul'y's C('})SUS of hlocl ed a ets, taken a
of ,Tune 1, 194R, ha,' })(,(,ll gi\ (')) to tI)(, participating nations. The
EconOlnic l oOIwra tion \dlllinistl'a t ion lnissions ha\ (' been in tructed
to take up with 11)(' gOY(,I'nnH'n ts of the part icipa ting countrie th
pl'ohlell1 involY('d ill lnohilizing and utilizing tl)('s(' as.. ,t. However,
(',-i ting gold and dollar haIHlH'('s of 11\(, participatino' nation are
beli('ved to he no gn'u 1<'1' than ll('('('ssal'y to BW('t lnininnun need, and
tIl(' long-tenn inv('stnwntR of th('s(' ('Olll1tl'i('s in the United States are
a vi tal faetoI' in l'('(,OV('l'y oh j ('<'1 i V(·s. 1L is noL tll policy of the

9
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Unit d tate Government to fore furth I' liqui lati n f n c an
gold and clollar balan e , or to fore th al r hypothc ation 0

ecurity holding.
The intra-Eul'opean payments plan.-In earl T 194 intra-Europeal

trade thr atenecl to contract harply a th I' ult of th xhau tim
of gold and dollar re erve and of credits which had been e..~tended m
a bilateral basis among the participant at the end of th war, In al
effort to find a practicable alternative to strict bilateral balancing 0

trade at a very reduced level, an intra-European payments plan wa:
established by the Organization for European Economic Cooperation
Under this plan, part of the dollar receiv d from the E by an~

country which is a creditor in its trade with other participant ha:
to be fully matched by grants extended by the creditor in it own cur·
rency to the debtor countries.

The importance oj intra-European trade.-The expan ion of intra
European trade is of great importance to European recovery. Tradl
among the participating countri s has amount d in the po twa
period to between 45 and 48 percent of th ir total eA~orts and t<
between 29 and 31 percent of their import. B for th war, import:
of participating countries from each other weI' almo t four tim s a:
large as their purchases from the United tat . With the strikin~

increase in importance of the United States as a European supplier
imports of American origin almost equaled intra-European trade II
1947. During the first 6 months of 1948, however, the Europeal
recovery area outranked the United States as a source of supply fo:
the individual countries by approximately 50 percent. It is eviden­
that the development in this respect envi aged by thi program i:
now well under way.

III. CLARIFICATIO T OF 1M

A. OBJECTIVES REGARDI ... G EUROPE

Politics and econ01nics.- 0 apology need to be made for the Euro·
pean recovery program. It is working. The ainls that the Congre ~

had in mind \-vhen it passed the Economic Cooperation Act a y ar 0,0'(

are in the course of realization. Just as th ha ic act I' coO'niz 01
many junctures the interrelationship of econonli 'S and poliLi - , 0 hav(
the achievements in production, finance, and trad reIl -ted thOlll·
selves in political amelioration. Western Europe, striviu<)" to ov r·
come the depletion left by one struggle against totalitariansim, ha~

been steadfast in the face of a new totalitarian threat arising ffOIr
another direction. At the same time the participating nations ha (
moved toward stronger and wider coop ration. Th only qu stion ir
the committee's mind was this: Is the rate of developm nt rapi'
enough?

The qu ,tion oj political conditions.-In thi . ear' appraisal of tll(
progntI11, ju t a in la t year' hearinO' pI' · ding it tabE Inn nt
the cOllllni He ga arn t att ntion t th qu ti n \\ h th r I <cifi(
political U'} haulel b in 'lud d in th c ndit,i n fa i tane. Th(
f Howing eolloquy lwtwerll th Honorabl J hn Y r, ,of tl Ill·

mitte ,and lnba ador VV. Averell arriul<n p -ialr pI' nt.. t,ive
in Europe of the Econolni Coop rati n .l hnini traLion, i typical
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of many in the record of the hearing and illustrates the issue regarding
the inclusion of political steps a conditions for aid:

1\11'. VORYS. 1\11'. Harriman, Mr. Hoffman this morning said this: "Europe
must break away from its traditional and now inadequate ways of paying its
way in the world." .

Then he aid this: "The material well-being of the people of Europe cannot
be obtained if each country tries to work out its own salvation along separate,
nationalistic lines. The effective reconstruction of the economy of Europe cannot
be achieved throu/2:h attempts to restore the prewar pattern."

Do you agree with that?
Mr. HARRIMA . Yes: sir; and so do all the participating nations.
Mr. VORYS. ow, I have heard from, not official representatives, but just

citizen of participating nation, that they agree there is no chance, unless they
get together. ow, what I wonder is: If that is the case, why we should not
put that in the law? I suggest, becau e it has been suggested to me and many
others by informed people from the United States and from these countries, that
such a requirement appropriately worded, such a pressure, would be helpful in
getting them together.

:Mr. HARRIMA . * * * If you refer to conditions, I think you are treading
in a very dangerous field. These are mature and sovereign nations with widely
different types of organization, economic organizations, and systems, and I do
not believe we could accomplish what ought to be accomplished if there are any
conditions to our aid in this field. Suggestions, advice; yes. Discussions and
arguments, yes; but not conditions. There must be a will on the part of the
nations and the people of the nations, and progress must be based on conviction
that each step that they take is wise and sound.

["Tnification andjederatio71 oj Evrope as objectives (sec. 1 oj the bill).­
vYhilc foregoing the opportunity to expand the conditions laid down
in the Economic Cooperation Act, the committee decided to make
explicit reference in the statement of policy to the encouragement of
unification and federation of Europe a an objective of American
policy. In reporting the ba ic legislation to the Hou e a year ago,
this conlmittee said of its political implications:

* * * The union of Europe is a consummation devoutly to be wished.
But the impulse mu t come from the participants. It is inherent in the entire
European recovery program that it is a gesture of encouragement to such an
end. * * *
The language in ection 1 of the bill simply makes the same idea
explicit in the statute. The committee trusts that the inclu ion of
the new language may serve as an added stimulus to the nations of
we tern Europe to pursue a fundamental solution in the political
as well as the economic sphere.

Appraisal oj accomplishments .-This hould be tak n as in no sense
a depr ciation of what has been accomplished. The Bru els Pact.,
the establishment of the Organization for European Economic
Cooperation, and the Council for Europe d erv high acclaim.
Taken tog ther, they pre ent a record of a year' achievement that
hould encourag free m n throughout the world. Her it i appro­

priat to peak in appreciation of the work of the Organization for
European Economic ooperation. The cOlnluitt noted particularly
these word of Admini trato!' Hofflnan:

* * * I ra1.h I' think that the r suIts have 1een fairly good up to date be­
cam, . tartin~ in, a. I ay, a yrar ago, with a v ry high d gre f i olationi m, we
have now t h , OEEC, which iR t h or~aniza1.ion that is functi ning directly with
EC.\ to carry out the Europ an recovery pI' gram, and I think they hav gone a
long \\ay in a t-Ihort tim in b comin~ a compact, effi i nt 1 dv.

You kuow that Uwy dev I peel during thrir first y ar and did reconcil the
fir. t year programs of all of th 19 nations. They did inLroduc an intra-Europ an
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payments plan. They did come out and ucceeded in getting 19 long-range
program w~ich they are now engaged in tudying with th int ntion of going back
and suggestmg to each country those change. in thi program which would result
in an integration of the 19 program that make om en 'e.

I hone tly feel that more ha been accompli. hed than almo t could have been
reasonably hoped for. The ecretary-General of the OEE ' aid omething to me
which I thought wa quite colorful and quite ignificant. He aid, 'You know,
IVIr. Hoffman, for the first time in a long time there i a ~oup of u. who are now
thinking as European, and that is omething new in Europe."

They are now thinking as European, thinking in term of bringing back
western Europe as an entity, economically.

Quality oj the OEEC report.-The com.m.ittee wa inlpre ed directly
in examining the Interim Report of the Organization for European
Economic Cooperation. It is a candid and courageou docum.ent.
It never attem.pts to conceal the difficulties that lie ahead. It point
honestly to the weaknesses in the planning of the Europeans' recovery
effort. It illuminates the obscure assum.ptions in the European pro­
gram. It uncovers the duplication in the various national plans for
expansion of production and comm.erce. 0 far as honesty and
realism. in economic planning can help thenl on the way the Organiza­
tion is to be congratulated on the start it has m.ade.

The need jor a more jundamental approach.-To quote again from
the testimony of Administrator Hoffman:

Through the ERP * * * our attention i focu ed on economic problems.
The attack on those problems already has called for some highly practical forms
of cooperation among the countries of Europe. If cooperation can succeed in
this field, it can succeed in others. It may well be that the measure of coopera­
tion necessary to achieve economic recovery will form the foundation for a far
grander structure-the permanent close association of the free nations of Europe.

If the free peoples are united, they can flourish in security. * * *
The crux, in the committee's view', however, is whether political
combination is not essential to economic recovery. This is ind cd
suggested by the Interim Report of the Organization for Europ au
Economic Cooperation. The implicit conclusion is that th gr at
frontier of development for Europe is within Europe it elf. Thi i
the thought behind the inclusion of unification and federation in
the statement of policy of the Economic Cooperation Act. What
has been accomplished so far is praiseworthy. I t is only a fraction
of what must be accomplished, however, and the p opl and tho
Government of the DniLed States must 10 e no opportunity to encoul'­
age and assi t the nations within this prograln to think and a ·t beyond
the limits of their existing national sovereignties.

The OEEC as the first, not the final, step.-The legislation pa cd a
year ago sought to encourage the countri s of Europe to act jointly
in quest of econoillic recovery as a means to peace and pro periL .
That first step ha been taken. It lnu t be regarded as a fir t, not a
final, step-as an opportunity, not a goal. TinlC pres e. Th \
problem are exigent. The new language recolnlllcllCled by the
comlniUce urges the nations of the Organization for EuropeHn
Econoillic Cooperation "to achieve peeclily" the econolnic coop­
eration indispensable to the realization of the world'" 1)(\ 1, hopes­
and to work on from these to a solution on the poliiicnllevel a wdl.

Ouestion of Inlal/d.-T,e tinlony was pl'e.ellted to the eOlnlnittrr
by l'(\pL'(\selltaLives of t.he AnlCricail LengtH' for an lndividl'd ll'dalld,
advocat,ing t.hat in taking st<.'p to encOllrag(\ thl' ~lnili('atiol1 and f(\d­
eration of Europe, action be taken to urgl' the tllllOl1 of northern and
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southern II' land. The committee, after due con ideration, without
pas ino' on the merit, concluded that thi wa not within the purview
of the bill.

B. I DES RELATING TO WITHDRAWAL A JD EXTE.l. 10 OF AID

The problem relating to Indonesia.-Another matter relevant to those
impli a tion of the European recovery program going beyond its
economic aspects concerns its relation to thi Govornment's obliga­
tions under the United ations Charter. Current difficulties between
the etherlands Government and Indonesia were discussed repeatedly
in the t timony before the committee. The committee was informed
that, following etherlands military action in Indonesia, the Economic
Cooperation Administration, after consultation with the Department
of tate, suspended assistance to be applied by the etberlands to
Indone ia. This action \vas taken on the ground that conditions
favorable to the continuance f an effective aid program no longer
existed and that until conditions favorable to a sound recovery of
Indonesia develop, further expenditure of Economic Cooperation
Adnlini tration funds would be unjustified.

Proposals and action .-PfOpO als in varied forms but with a single
int~nt ,vere laid before the committee, calling for the Admini trator
to be required to withbold aid from any nation in default on a decision
or recomm0ndation of the Secu.city Councilor the General Assembly
of the United T ations. It should be kept in mind that the United

a tions Charter is already part of the supreme law of the land. The
attainment of its objectives is included in section 102 (a) of the act,
dealing \vith findings and declaration of policy. Section 104 (a) of
the act subjects the Administrator for Economic Cooperation to the
control of the President. S ction 105 (b) enjoins the closest collabora­
tion betweDn tne Administrator and the Secretary of State aild author­
ize the Secretary's interpo ition and reference to the President in
event of any inconsistency between the operation of the program and
the foreign policy objectives of t.his country. Section 118 of the act
instructs the Administrator to terminate aid to a country whenever
"bpc~ u e of changed condition , assistance is no longer con i t[)nt with
the national interest of the nited St.ates." In t,he committee's
view, the act already contain all that need to be aiel about the
rplation hip of the program to the United ation, and the inclusion
of language to luake the progranl a possible instn.lnlentality of sanc­
tion would be redundant.

The qne8tion of includinf] Lib~ria :-Another topic ~akpn up ~y the
connnittee relating to broad ob]N,tlve concerns po 1ble rxten lOn of
the linlits of the proo'nun so a. to include the Rppublic of Liberia. It
wa aro-ued that this we t African Republic, with whi h the nited

tat has long been joined in rocil rocal f]'iel~cl hip, is , urroundecl ~y
rolonial area which draw ub tance fronl 1.111 program through tIe.
to the mother countrie.. TIl<' argnnwnt. of contiguity alone, in the
cOlnnlitt e' view j not ufficient to WH.lTant inclu ion of another
nation in thi prograln, for on that prclni r the frontier of the uncler­
tal-iner might be pu h leI onward to cue Inpa. t.hree continrnt. It
c m b b tt r to 1 t thi. I'cnuliu a European recovery program, ba ed

upon th effort in 'on '1'1. of the 'ouolnie. gov I'n d by European
nation.

8 550 49- :3

•
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IV. FI ANCING THE PROGRAM

A. THE AMOUNT OF THE AUTHORIZATIOL T

The committee's approach to the question.-The continuation of the
program having been approved, and the question of objeetiv having
been clarified, there remains the question: How much? The com­
mittee gave the most scrupulous attention to this question, approach­
ing it with a combined sense of the importance of maintaining the
program at a level of performance sufficient to in ure it goal and at
the same time taking care that no unnecessary burden be imposed
upon the American taxpayer. 0 essential mu t be cut. 0 non­
essential must be permitted.

The jormulation oj estimates last year.-A year ago the Congre shad
before it estimates prepared in the first instance by the prospective
participating countries. No permanent joint European organization
for central scrutiny of the data and objectives had yet come into being.
The Economic Cooperation Administration had not yet been estab­
lished as a central controlling agency in this Government with
branches in each of the participating countries and a central office in
Europe working in rapport with the joint organization of participat­
ing nations. The data prepared by the prospective participants weI'
evaluated and altered a year ago by various committees of the execu­
tive establishment, which examined them in relation to broad require­
ments and to American capabilities.

The method this year.-This year it is different. In laying out the
various national programs the mission chiefs of the Economic Coopera­
tion Administration worked in constant collaboration with the re p c­
tive governments to which they w re accredit d. In que tioning th
various mission chiefs who appear d in th hearing, the committe
was satisfied that they knew with minute intimacy th variou na­
tional recovery programs and that the American point of vi w had
been reflected in the formulation. Next the collected national pro­
grams were screened by the Organization for European Economic
Cooperation. The Special Representative in Europe an I hi sub­
ordinates advised in the deliberation at thi level. Finally, th pro­
gram was subj ected in turn to painstaking examination and ofrection
by the responsible agenci s of this Gov rnment, notably tho dome Lic
organization of the Economic Cooperation Admini tration and the'
National Advisory Council on International }Vion tary and Finan 'inl
Problems.

Examination by the committee.-In urn, th program, a it was sub­
mitted to the Congress, was the result of an effort in which respon ibl
officials of this Government had participated at ev ry step. The for­
mula was precisely that which was envisaged by the Conare a y ar
ago in legislating this program; the mandate of th Congr ha b n
executed. The committee felt constrained, neverth Is, to x r i
its independent judgm nt rather than take this prOOTam on faith. It
closely questioned the Administrator and hi prin ipal subordinate
in charge of ov r-all planning and of parti ular commodity r quir ­
m nts. It likewis examin d th spc ial l' pI' entativ in Europ
and th prin ipal mis ion chiefs. It d velop d confidencc in th figur
not only bccause of the manner of pI' paration but al 0 through sp cific
knowledge of their content. In tanding b hind th data in th ir
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essentials the committee accepts them not in the sense that they once
were unsound and have now been corrected. It does so in the sense
that the formula was right, and that the data were essentially right,
from the start.

Shift to a fiscal-year basis.-It hould be pointed out that the
authorized year in the Economjc Cooperation Act does not now
coincide with the fiscal year. The Foreign Aid Appropriation Act,
1949, attempted to bring the fir t period of operation into line with
the fi cal year by haying the appropriated funds do for the authorized
12 months plu three additional month through June 1949, unless
the President, upon recommendation of the Administrator, should
find it neces ary to obligate th appropriated funds in a year rather
than 15 month. The President. so found and authorized the
Administrator to schedule expenditure accordingly on ovember
26, 1948. The shift to a regular fi cal period remains a desideratum.
In the word of the Administrator:

The ECA has found it de irable to e timate needs and organize its operations
on a f1. cal-year basis for several rea on: The fi cal year accord with normq,l
Government budget practices; it is the year that the OEEC has used in it pro­
graming activities; it is a natural economic year in the sense that crop yields
can best be e timated in the summer. * * *
Accordingly, ection 6 of the pre nt bill contain two authorizations,
one for the quarter from April 3 to June 30, 1949, and the other for
the fiscal year 1950.

The que~c;i?"on of tltr British positi07l.-In considering the requirements
for the program in the periods under review, the committee gave
particulaT attention to question raised by a speech delivered in the
fourth week of February by ~rr. Christopher Mayhew, delegate of
the United Kingdom to the Economic and ocial Council of the
United ations. The gi t of the speech as widely reported was that
the United Kingdom had virtually completed the process of recovery.
Thi led to queries from many quarter as to whether United States
aid was any longer neces ary. ~1r. ~1ayhew, however, was speaking
of omething quite distinct from the United I{ingdom's further re­
quirement of nited States aid. He was discussing Britain' over­
all trade po ition a determined by its import requir m nt and its
export. The United I{ingdom has made great gains in exports to
oft currency area. The e gain are not corr pondingly reflected

in the United IGngdom's dollar account. In large part, Britain's
vital needs can b met only in the dollar area. United State aid
continues to be neNled to sustain it on the road to recovery. The
advance cited by ~rr. ~rayhew evidence ignificant accompli hments
by th Briti h along that road. They do not nlean that Britain has
yet I' ached the end of the road 0 far as dependence on United tates
aid i concerned.

The factor of recent price cha7l[Jes.-The OInmittee gave close
attention al 0 to the impact of price change on dollar need. In
gen ral, the Economic oopera lion A(hnini tration u cd ov mber
194 price in caicula ting th co t of European inlport for the periods
und r review. Sizrablr price changc hav 0 curr d ince ovember.
It wa point d out to th, omnliUcr thn,t the urn of mon y needed
to carry out thr rec v ry progriUll drpend , of cour c, both on the
amount of moncy that the Europ nn Inu t .. p nd for cntial inlports



George C. Marshall Foundation, Lexington, Virginia

16 EXTEK 10 OF EUROPEA.L T RECOVERY PROGRAN:

and upon the amount that they arn through thp ale abroad of th ir
exports. The effect of I' cent price change relating to good hipped
to Europe clearly is th.ls offset in part by change in thr price received
for European e:\.'})orts to the dollar areas. Thu, whil the timate
of the total cost of goods to be shipped to Europe from the dollar
areas in 1949-50 might. be reduced by about $35,000,000, the estimate
of European earnings through exports to the \" e tern Hemi phere
would have to be reduced by at least $25,000,000 to 30 000 000.
The possible reduction in the estimate of the net aid figure ~ould be
only a fr.action of .the total aid so .small as to be weI} within the margin
of error mherent m such calculatIOns. The commIttee was convinced
also that the Economic Cooperation Administration's original figure
had taken into account the chief savings in prospect from decline in
prices of agricultural staples. Since the estimate weI' mad, there
has been no general downward movement in the price of manufac­
tured goods of a magnitude sufficient to result in appreciable savings
in the program. The evidence does not, therefore, j u tify any
significant change in the figures originally pre ented.

The problem oj wheat prices .-The committee also took cognizance
of the circumstance that about 40 nations arc currently negotiating an
international wheat agreement to become effectivp AuO'ust 1, 1949,
and that they have tentatively agreed that the maximunl price under
such agreement shall be $1.80 a bushel, in store, Fort \Yilliam, which
would, in turn, establish an export price for No.2 Hard \\Tinter wheat
of about $1.65 a bushel i.n I{ nsas City. The e timate in question,
however, assumed a price of $2.25 a bushel in Kan a City which,
in turn, reflects the mandatory 90-percent upport price hat will be
in effect for 1949-50 fiscal year. The difference between the two price
is 60 cents a bushel. The quantity of wheat w'hieh the lTnited tates
might be expected to supply to participating countri0 under the pro­
posed wheat agreement i about 110,000,000 bu he!. In addition,
the countries in the recovery program, other than the nited I{ingdom
which has a special agreement with Canada covering the 1949-.50
crop year, might be expected to get 10,000,000 bushel from Canada
at the wheat-agreement price. Thus, the potential saving- to the
program might be 60 cents a bushel on 120,000,000 bu hel , 01'

$72,000,000.
Future appropriat1"on action.-The wheat agreelllent i till 11ly a

prospect, however. It must be approved by repre entnt.ive f the
governments participating in the negotiations. TheD it lnu L ho
submitted to the Congress for approval and, finally, fund woul(llH'(\d
to be appropriated by the Congress to pay the difference ctW('(\Il
the mandatory support price ($2.25 a bushel in Kansas it,y) and tho
proposed export price under the wh at agr cment ($1.65 a bu hel
in ICansas City). Until affirmative action has e0D taken on all th1'(\o
of these steps, there is no assurance that a saving of $72,000,000 ('nl)
b mad in purchases of wheat for thi program in th 1949-50 liscnl
year. Only when and if the Congress appropriate fUDd 1)(' '(\RSU,I'Y

to pay tl e export sub idy under an appr ved "\ h at agr 'nH'nt C~Ul

th Ecollom.ic oop('ration Admini LratioD eoullt UpOll avillg all
e tilnated $72,000,000 of its 1949-50-fi al y'ar fUll l. Thi comlniL­
te believe that th Hou e mu t ba it nuthorizatioll upon the
present facts, not upon future hypoth Th lltillgeney in
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regard to wheat prices is noted, however, so that appropriate account
nlay be taken of them in future actions by the Committee on Appro­
priations in regard to the possible wheat eXpoft subsidy.

The question of .L11iddle East oil prices.-The committee took note of
testinlony to the effect that petroleum from 1Iiddle Eastern sources
had been old in the United, tates nlarket at price nlaterially below
the price at \vhich it has been procured in the ~liddleEa t for delivery
in Europe under Econonlic Cooperation Administration procurement
authorization. The committee was informed, however, by the
AdIninistrator that the prescribed policy of the Administration is that
competitive market conditions must be reflected in prices paid for
petroleum under the program. It was advised that the Middle
East oil price discl'\"'pancies appeared to arise from exceptional and
temporary circumstances and that the whole matter \vas undergoing
thorough study by a special comnlittee appointed by the Adminis­
trator. This study should be completed before the House will have
acted on the appropriations authorized by this bill. The appropria­
tion bill will afford an opportunity for a more complete review of
petroleum prices than is now possible.

The request and the committee's action thereon (sec. 8 (a) oj the bill).­
The original request of the Economic Cooperation Administration was
for $1,150,0 0,000 for the period April 3 to June 30, 1949; $4,280,000,­
000 for the fi cal year ending June 30, 1950; and authorization for for­
ward contracting to the extent of $150,000,000 in the fiscal year 1950.
Th committee now forwards these figures to the House with the follow­
ing modifications: (a) The authorization for the next 3 months is cut by
$50,000,000; (b) the forward contracting authority is eliminated; (c)
authorization for public credit transactions in support of a broadened
policy of investment guaranti is included, in the sum of $300,000,000
ubject to reduction commensurate with the alnounts in which funds

have be n already allocated for guaranty of convertibility of currency
realized on investments in the participating countries. The authori­
zation for the coming fiscal year is left intact.

Proposed division of aid.-An accompanying table pre ents the pro­
po ed division of Am rican aid for the current and the next fi cal year.
The figure $4,823,500,000 at the bottonl of the third column of the
table represents the Economic Cooperation Administration's estimates
of the requirements of the recovery program during the curl' nt fiscal
year. Against these requirements the Administration has allocated
$3,673,500,000 from th initial appropriation for the program, the
balance of the appropriation having een allocated to the requirements
for the period April 3 to June 30, 1948. Con equently the require­
ments for the period April 3 to June 30, 1949, for which the Adminis­
tration has asked appropriation, arc $1,150,000,000-the difference
betweeD the total for the curren t fiscal year and what has been allo­
cated already.

The cut for the current year.-The committee ('arne to the conclusion
that the estimated unobligated balance of fund already approprjated
will be suffieicnt to justify an ov 1'-all cut of $50,000,000 for th re­
mainder of this fiscal year.
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1 Represents purchase price of goods procured or to be procured by r. . Government agencies, but not
yet authorized for procurement by participating countries.

2 Consi ts of dollar costs of strategic materials, ocean freight on relief packag s, technical assistance,
investment guaranties, administrative expenses, and confidential fund.

3 Rounded dovvnvvard to $4,200,000,000 in total request.

Comparison of authorization jor fiscal year 1950 with current funds.­
Along with its recommendation that the reque t for fi cal y ar 1950
be left intact, the committee stre ses that the figure I' pre ent a
reduction from the current year' funds. A year ago th exe utivc
branch requested $6,800,000,000 for the 15-nlonth period April 3,
1948, to ~Tune 30, 1949: $5,300,000,000 for the fir t 12 month __ and
$1,500,000,000 for th last 3 month of the current fi caJ year. The
Congres made available $5,010,000,000, which th E onolnic
operation Aclmini tration used during the fir t 12 month of th~

program. The $1,100,000,000 now ought for the la t 3 lTIonth of
the current fi cal year i $400,000,000 Ie than the amount ought
for the same period a y ar ago. Th $4,2 0,000,000 now ought for
the coming fiscal year is $1,020,000,000 les than th amount reque ted
for the first 12 months of the program a y ar ago and $7. 0,000,000
less than the amount which th Congr act ually nutd a ailable
for the first 12-month period.

Relatinn nf the estimates JOT .fiscal year 1950 to oth r forf?'gn r ,quire­
ments.-In pa ing ju 19ment on thi authorizati n for the next fi cal
year the ommittee believes the Hou e will wi h to know it pIa c in
the per pective of the general requirement for lnitrd tate expendi­
tures on undertaking abroad in the Ullle period. ...\e 'ol'(lingly, the e
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EXTE~T ION OF EUROPEA~- RECOYERY PROGRA..\1

European recovery program-United tates aid, 1948-.~.9 and 1949-50

[In millions of dollars]

Grand total _

Germany: Bizone-Total aid _
Less GJ\RI0 J\ _

18

J\ustria _
Belgium-Luxemburg and Belgium de-

pendencies and overseas territories _J)enmark _
Free Territory of Trieste _
Franc.e a;nd dependencies and overseasterrltorles _

E CJ\ aid _
Germany: French zone _
Greece _
Iceland _
Ireland _
Italy _

etherlands and dependencies and over-
seas territories_ __________________________ 657. 0 496. 0

~orvvay___________________________________ 104.0 84.0
PortugaL_________________________________ 0.0 0.0
Svveden____________________________________ 109.0 47.0
Turkey ____________________________________ 85. 3 50. 0
United Kingdom__________________________ 1,271. 0 1,263.0
Commodity reserve 1 _

J\id allotment, totaL 5,889.1 4,875.0
J\dministrative and other nonaid expendi-tures 2 _
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B. THE FUNCTIO OF LOANS AND GRANTS

1In addition, this budget includes $17,000,000 of appropriations recommended to liquidate prior year
contract authorizations.

Budget statement on 'international affa1'rs and finance

[Fiscal years, in millions of dollars]

19

1,000

1950
net new
appro­

priations

7 _

171 160
1 2
4 1

165 165
46 4
3 3

70 70
57 31
2 8

6, 709 16,349

1,030
49

1950,
esti­

mated

171
17
7

171
51

4

18516 0

1 2 5

1,265
350

1949,
esti­

mated

Expenditures

23
25
2

965
1

194 ,
actual

EXTE 810 OF EUROPEA RECOYERY PROGRAM

Reconstruction and military aid:
Economic Cooperation Act-European recovery program

(existing and proposed legislation)________________________ 154 4,600 4,500 4,300
Other proposed aid legislation______________________________ 355 600
Greek-Turkish aid (act of 1947 and 1948)___________________ 186 285 136 _
Export-Import Bank loans_ 460 0 146 _
Treasury loan to the nited Kingdom_____________________ 1,700 _0 _

Recon truction Finance Corporation_______________________ 4 -31 -35 _
Foreign relief:

Army (occupied areas) _
A istance to China (act of 194 ) _
Other (mainly under Foreign Aid Act, U RRA and post-

U RRA)________________________________________________ 1,027
Palestinian refugee program (proposed legislation) _
Displaced Per ons Commission _

Foreign relations:
Department of State:

Pre ent programs______________________________________ 144
Proposed legislation (mainly war damage claims) _

Other______________________________________________________ 5
Philippine war damage and rehabilitation:

'Var damage claim (Philippine War Damage Commission)_
Rehabilitation program _
Interest on deposits (Treasury) _

Participation in international organizations:
International Refugee Organization_ _______________________ 69 73
Other present programs____________________________________ 18 53
FAO building loan and ITO (proposed legislation) _

[----1----1----1----
Total --- 4,782 I 7,219

data are included on an accompanying chart from the President's
budget:

Departure from present act.-The House should note that, in contrast
to the program laid before it a year ago, the pI' sent undertaking does
not contain any provision tying loans to public-debt tran actions. In
the original act $1,000,000,000 is reserved solely for lending and for
making guaranties of convertibility of returns on American invest­
ment. It was hoped that both of the e avenues of financing would
prove of benefit in l' ducinO' the financial burden upon the American
p opl. Both of these hopes have been di appointed in some measure.

Change in the outlook for loan . .-Loan ha,ve been rna Ie in the first
year of the program to the full extrnt contemplatrd. It i anticipated,
howev 1', that th percrntagr of loan will fall off harply in the
p riod covered in thi bill.' The participating nation are, in the
main, at or near the point in their loan comlnitmrnt where it might
actually retard the achievelneni of the purpo r of th program if
furtlwl' loan W(\l'C undertakell. Thi was tIl ~ unaninlou t timony
of the finanrial uuthoritie of the GoVerIHllCni te tifying before the
conunittee. They I' pre cnied the vi w taken by the ational Ad­
vi ory Council on Int,crnat ionnJ l\fOlwtar and Financial Problem ­
a view based upon (\."ha1L Liv(\ stucli(\s cn,rri(\d on in pur uance of the
nUlndn tt' lnid down in, ct ion 111 (c) (l) [t.ll E onOlni oopera tion

ct.
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Loan and l' covery.-The point that many of th parti ipating
nation are at or near tll aturation point on loan h ul<l not,
however, be interpreted a indicating that their I' CO\T ry i illu or .
In ternl of thi program, the proces of I' covery involve e entially
the closing of the dollar gap in the balance-of-payment of the
participating countries. In ofar a loan inlpo upon the recipient
the obligation of interest and eventually of amortization, they tend
to postpone the day on which it can be said that the recipient of aiel
have achieved recovery in the sense of having clo ed the dollar gap
and of bec0nling sel£- u taining. The objective of thi pI' gram i to
g t the participating countrie to a po ition where they will b econonl­
ically and financially on their own feet-and to do thi hy 1952. The
critical point is their credit po iti n then-not no\v. For thi rea on
the critical consideration i the total anlount of loan nlude (luring
the entire recovery period. Th allocation of loan to any particular
segnlent of the program i a secondary con idera tion. The Offi­

nlittee therefore coneur in the judgm nt of the ~ T ational clvi ory
Council that the Admini trator be given di cretion to deternline a
betw en loans and grant, under guiclanc of th Council, rath l' than
that Congress should attcnlpt to foreclo e th matter by regation
of funds.

The place of loans in the program authoriz d.-The above houlcl not
be taken as indicating there will be no loans. To the contrary, the
Admini trator has as ured the committ e that om of the parti ipant
would probably receive aid only in the form of loans and that c rtain
others would receive aid in part in loans and in part in grant. It is
impossible, however, to predict th ratio of loan and grants.

D. THE G ARA TY PROVISIO

The record to date.-As to p rformanc und l' the guaranty provi ion
of the exi ting act, the committe took not that exi ting onv rtibility
guaranti include $2,625,000 for four indu trial undertaking an 1
approximately $965,000 for informational m dia. There ar pI' p t
that the guarantie on information media may ri e to om 6,000 000
to $ ,000,000 by June 30, 1949. Active application for indu trial
guaranties total approximately $4,500,000. Th e fio-ure f II far
short of th expectation of the Congr in originally legi lating Lh
convertibility guaranty provision.

Broadening the guarantie .-After exten iv tudy, th omlniUee
came to the conclusion that broadening the cop of th guaranLie
was the k y to more significant use of them in thi program. fany
Gov rnment witne e tr ed the vi w that the ob tacl to ."paneled
inve tnlent in we tern Europe Ii prinlarily in the uncertain political
and econonli conditions and th lack of opportunity to make a
gr ater profit than can be made, \vith I ri k, in th nited tnte.
That ontinuecl progre in v r-all recover. will nlalTc uro}) mol'
aUra ii e t in e tor i iru obviou I . Th vi w of th onunittce,
how v r, i thu t om thing houlcl b Ion t tinll.da t< in ( tnwn t
a a m an f brino-ing ab ut that re cr. TIl<' nunitt(\e beli(\ ('
thai a broaden d guaranty program nlu'l b ulld~\rtnl'( n f rthwilh
to t~1P the r our of Am rican bu in f l' h( IpIng the Eur p \all
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recovery program. These are the re ources that mu t be used in
trans-Atlantic economic cooperation w"hen extraordinary assistance
as provided by this program draws to a close. It is time to get
started now.

The new provisions (sec. 6 (b) (1), and (5) of the bill) .-The com­
mittee tudied various propo als concerning suitable guaranty cover'­
age. The r levant provisions of the present bill, in sections 6 (b) and
(c), represent the comInittee's best judgment as to the risks the
Government may properly assume as a stimulus to investment. The
Adlllinistrator will develop this program through regulations in the
spirit and within the limits of the policy prescribed by the Congress.
These provi ions amend the act in the particulars noted below:

(a) By stating that project in connection with which the Admin­
i trator may guarante inve tments shall include" expansion. moderni­
zation, or development of existing enterprises"-which items are
covered in the Economic Cooperation Administration's present prac­
tice regarding convertibility guaranties.

(b) By broadening the scope of the guaranty of convertibility of
returns to include not only the dollar value of the original investment
but also actual earnings to the extent provided by the contract of
guaranty -the limitations to be determined within the Administra­
tor's responsibility and discretion to place suitable limitations on the
amount of profits or earnings which the investor will be allowed to
convert into dollars under this guaranty.

(c) By extending guaranty coverages to include not only converti­
bility of currency on realized investment but also losses on the invest­
Inent resulting from seizure, confiscation, or expropriation; destruction
by riot, revolution, or war; any law, ordinance, regulation, decree, or
achninistrative action (other than measures affecting the conversion
of currency), ,,,hich in the opinion of the Administrator prevents the
further transaction of the business for which the guaranty was issued.

Relation oj guaranties to rest of program (sec. 6 (b) (6) and 6 (c) oj the
b-ill).-The present ceiling of $300,000,000 for guaranties is retained
in the bill. 1 nder the present act guarantie, may be made only
from the $1,000,000,000 in puhlic debt funds. Of this amount the
urn of $27,700,000 has been allocated for guaranties made or in

prospect. The new authorization is for $300,000,000 minus nch urn.
It i entirely distinct from the authorization for loans and grants.
The conlnlittee believed it to be of extreIne importance to liave a
egregated fund available only for the financing of gunranties. To

attrlllpt to finance grant and guaranties frolll the same fund would,
for obviou rea ons, inhibit the usr of guaranties. The revised
guaranty provision is intended to supplement, not to sub titut~ fo~,

funds authorized for loans and grants. The guaranty undertalnng IS

an experiInent in drawing out the 1'('.ourcr of American capital to
aid Europe. Its potential has not yrt })(\rn ddern illrd. It impact
will be felt only aft er an in U'rval for d(\vrlopnH\l1t. Thr ncrds of the
program und(\I' grant and Joans in th(\ .ll(\.-t year, however, are definite.
Fulfilling th(\In cannoL be Inude eOll t lllg(\n t upon an as yet unascer­
tained wiJlingnC's. of AIn(\rieHll bw.,illess to 1'(\ pond to thi new
O'unrnntv Ull(l(\l't aking. I t should be pointed out in thi connection
tha t fuiHL provided under this au Lhori7;atioll will b lost to the

'8r.if)() 4U--4



George C. Marshall Foundation, Lexington, Virginia

22 EXTE~ T IO~ T OF EUROPEA... T RECOVERY PROGR If

Advances by Reconstruction Finance Corpora60n (s c. 8 (b) of th
bill).·- ,tion 8 (b) of thr bill propo s a new ub c ion (h) to. ecti 11

114 of thr E onomie Coop ration A t authorizin th Re n tructi n
Finan orporation to advance $1 000 000,000 t th Ec n mi

oop ration Admini tration prnding the ena tIn nt f nn appr pria­
tion a t. Thi i inlilar to e tion 114 (a) under hich the pI' gr m
wa financ d by public rrdit in it illitial tag. in 194. Thi. pI' ­

i. ion i. eOll i krod n ce ar in ordrr to n oid < br aJ- in th \ pip lin,
of a i. taller. A hiatus can Ling harmful cff(\ct n the program would

I G OF THE PRO R.\MD. OTHER PROVISIO S RELATED TO Fl

Government only when and if it ha to di charg liabiliti s in urred­
and only to the extent of u h di charg of liabiliti .

Relation oj guarantie.· to long-term project.· (sec. 6 (b) (4) oj the bill).­
B sides broadeninO' the guaranty coverage of ordinary inve tm nt in
the participating cOllntrie , the relevant pro, i ion ar d io'n d to
enable the Economic Cooperation Admini tration to a i t in financing
acqui ition of long-lead items. It is intended thus to erve the arne
purpose as was intended by forward-contracting authorization con­
tained in section 6 (a) of H. R. 2362. The relevant provi ion in H. R.
2362 was to be limited to June 30, 1950, to an ov r-all urn of
$150,000,000, and to contracts to finance tran f rs of capital-good
items or commodities or ervices related to project. In the commit­
tee's view such authority or its equivalent i e sential to long-term
undertakings to enlarge industrial facilitie. Developm nt of plant in
the steel, petroleum-refining, power, coal fertilizer, and a2'ri ultural­
machinery industries is a most important part of the European recovery
effort. 1uch must be cont mplated or und rtaken in the next fi cal
year which cannot be completed until ub quent year. nited
States industry can be xp cted to und rtak the production of the
heavy equipment nece sary for such long-rang d velopm nt only
upon assurance that contract paym nts will be mad in dollar when
due. To meet this purpose the committ xpand d the d frnition of
investment, for purposes of the guaranty provi ion, to indud "the
furnishing of capital-goods items and relat d service , for u e in
connection with projects approved by the Administrator, pur uant
to a contract providing for payment in whole or in part aft I' June
30, 1950."

PrOf ;sions as to guaranties of informational med1'a (ec. 6 (b) (2)
and (3) of the bill).-The changed provi ion generall I' 1 vant to
guaranties apply al 0 to informational nl lia. The committr x­
tends the guaranties for information media, with a 15,000,000 limit,
as in the present act. It set a ide th propo. d redu tion of t,he
ceilin to« 10,000,000, a contained in H. R. 2362 and in th For ign
Aid Appropriation Act, 1949. The committe has add d the quali­
fication that media coming under guarantie. hall h con onant. with
the national interests of the nited tat . It i th intrntion that
the Administrator should ex rci hi judgm nt to in ur that InNlia
assist d under this provision shall refl. ct th be. t lem nt, in Am ri n
life and shall not be such as to bring di. credit upon thi ation in
the eyes of other nation .
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occur if the Econonlic oop ration Admini tration w re forced to
defer the i uance of new procurement authorization until the appro­
priation proce had heen complet d.

[Tse of unobligated and deubligated fl.l nds (sec. 8 (a) (1) of the bill).­
... change in ection 114 (c) of the Economic Cooperation Act, as
amended by ecbon (a) (1) of the bill at hand, \vould prev nt unin­
tended reduction in a istan e re ulting from mechanical difficulties
involyed in carrying out a continuing program \vith appropriations
made for pecific fi cal period.. As the law stands, unobligated
balance of fund \yould revert to the Treasury and be lost to the
program after Jun 30, 1949. The same \\:ould happen to funds
obligated during the current fiscal year and removed from obligation
after June 30, 1949. The Economic Cooperation Administration
u ually obligates funds by procurement authorizations drawn orne
we k before the date of purcha e and based on estimates of prices,
need, and availabilities as of the time of issue. Prices, requirements,
or availabilities may later change so that the procurement authoriza­
tion nlay be lowered. When procurement authorizations are reduced,
the funds thus freed are then used in some other part of the program.
It is in the interest of the program to penuit this to be done in fiscal
year 1950 \vith fund appropriated for preceding periods. The cir­
cum tance that fund may be unobligated at the moment of expiry
of the current fi cal year or may subsequently become d obligated
will be due solely to problems inherent in the fluctuation of the market
and in the mechanics of bookkeeping. I t will not reflect any broad
change in the requirements of the ree-overy effort.

Retention of the trust-fund provision.-The present bill retains
section 114 (f) of the Economic Cooperation Act of 1948, which was
explained as follows in this committee's report on that legislation:

* * * This sub ect.ion establi hes a foreign economic tru t fund consi ting
of 3,000,000,000 of the funds appropriated for the first 12 months of operations
under thi title, and require that expenditures made for carrying out this title
in the fi cal year beginning July 1, 1948, will first be met out of the tru t fund.
When the $3,000.000,000 placed in the trust fund has been exhausted by the e
expenditure , future expenditure will be made out of appropriation accounts in
the cu tomary manner. From the point of view of the Administrator' oper­
ation under this title, the trust fund will be utilized in exactly the same manner
a ordinary appropriation accounts. The only difference * * * i the record­
ing of the expenditure of the $3,000,000,000 as part of the budgetary expenditures
of the fi cal year ending June 30, 1948.

Repeal of this system of bookkeeping was requested in the President's
budg t message and in a 1 tter to the Speaker dated January 13, 1949,
and signed by Mr. Frank Pace, Jr., then Assistant Director of the
Bureau of the Budg t. ~1r. Pace stated the central argument as
follow:

ince the amount * * * will actually be expended during the fi cal year
1949, the pre ent requirement that it be con iderecl as expend d during the fi cal
year 1948 obviou.ly r ult in incorrect r porting of Government xp nditure .
A tated in the buclg t me.. age of th Pre 'ident, "This wholly artificial book­
k <,ping Rhift in no way aff ct.., the novernrn nt's actual financial operation., but
it <io s r ~ult in a eli. tortrd piel ur of th budget ~mrpluR or d ficit in th He 2 y ar .

The committ d 'ided, however, Lo stand by th d ci ion made
last y ar on a matt I' which, in e nc, do. not one rn the uccess
or failure of thi program.
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Background on cov.nterpart funds,-, ection of the bill refer to
,counterpart funds. The e ar di cu sed al 0 on page 6 of this
report. These are funds depo ited in central bank by the govern­
ment of each country receiving as istance in the form of grant.
These funds are required by section 11.5 (b) (6) of the act to be com­
mensurate to the amount of aid thus given. The government de­
positing the fund raises them through the ale of comnl0ditie to loeal
users. Use of the funds is subject to joint control by that government
and the Economic Cooperation Administrator, who con ults with the

ational Advisory Council on :\lonetary and Financial Probl('m
and the Public Advisory Board in regard to their use. They may be
released for purposes consonant with the act, uch a stabilization,
timulation of production, and the like. The e funds have proved to

be of major importance in forwarding the objective of the act. Their
existence and use are integral to it operation. The amendments
herein proposed n10clify the requirements in a manner consistent with
the purposes of the act and advantageou to the nited State and
the recovery program.

Waiver oj counterpart fv.nd reqv.irements in relation to technical
.assistance (sec. 9 (a) oj the bill) .-The requirem.ent of counterpart
deposits has ham.pered technical assi tance under the program.
Expert service in the fields of industrial technology, agricultural cle­
velopm.ent, labor relations, IP.anagem.ent, m.arketi11g, and adm.ini­
tration is one of the potentially ill.O t useful forH). of aid authoriz('(l
by the act. It is of great inlporttLnco in quickening the pace of
·econom.ic advancem.rnt in the countries thCIll. clvc--' and i11 the d('­
vclopm.ent of colonial areas. Where sueh aiel is Inadc available to
business concerns within the participatin)' countrie , tho problem. of
Tai ing counterpart funds has not ari en. 'Vhere ueh aid is affonh'd
in projects of a broad public nature rather th to a ilJ·fSle 1>1Isi11(\
enterprise, the participating governm.ent m.ay be required to ap­
propriate for the counterpart dr-posit. eetion 8 (a) would aut hOl'i:w
the Adm.ini trator to waive the c0unterpa,rt drpo. it in these nlld
inlilar instances. It should op(\n the WtLy to wider rcsort to und('1'­

takings involving technical as istance.
fFaiver of counterpart fund requirements to redrN~S transpO't'fafion ('ost

(hfferentials (sec. 9 (a) <d thp. bill) .-Since grallt-finaJl('('d tran fers J11l1st
be covered by counterpa.rt lh\posits of fuulls re' 1iz(\d thr()u~h sales, any
unu unl cost factors clue to tll(\ nature of opera.tions lInd('r til(' I~(~o­

nOIl1ic Cooperat ion Act arc reflected in tll(' price st1'uctU1'e of thl' 1'('­

ceiving country. WIH'ro l'(~late<.l ope1'atioll ~ nrc Ilwrc c stly, tll(' efreeL
is inflationary. This re ult ha beell f('It ,\11(\n\ tlw price of t1)(' COlll­

m.ocliLy IUU t refl('ct a price diff(\l'(\lltial as n. n\sult of IH'ing ('urried in ltll

AIlH'rican-flag ship. Coal is tIl(' (·OIllIl10dit. }nosL din'('tly afl"t'd(\(1.
It pri('e in turn afl'(\ds th(' price ,t 1'ud un throuh'hou t the W(\st ('I'll

I1.Jurop(\n,n ('C01l01n.. Aceonling to testi1Hony b('fore the conlniU('(\,
British und Polish (\."port priCl\~ of eoal are CUIT('lltly set just below tho
p1'ie(\ of AIlleriean ('onl deliv(\l'('(l in llit<\d States ships a lev(\] su1>­
. tnntially higher than tll(\ d011'.(\ tie price und d01l1('. tic cost in tho
producing country. If Anlcrican coal ('an \)e Inad(' availahl(' ltL
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B. TRANSPORTATIO COSTS

Thf problem of shipping costs.-Paragraph (2) of ection 111 (a) of
the Economic Cooperation Act requires-
* * * that at least 50 per centum of the gro tonnage of commoditi s, pro­
cnrrd within the United State. out of funcl~ made availabl under thi. title and
trull. ported abroad on ocean ve el ,is 0 traIl. ported on Unit d tate. flag ve els
to the extent such v eL arc available at market rate.

The Economic Cooperation Administration ha interpreted the
lnarket-rate clau e to mean "\vorld m~ rket rate and given notice that
the 50-50 ratio would not be maintained if and "\vIH'n foreio-n-.flag ves­
s<.'1 hould become available to .. rry cargoe fil anced under this pro­
gnun at rate nbstantially low I' than tho e charged by nited tates
Hng ve::-; el. Thi contingency ha not yet occurred. Th 50-50 ratio
hH~ been appro,'inlately nlaintained. l\1ellnwhilt' the Admini trator
hn, 'ought the decision of the Congre s on the preci 'policy to be fol­
lowed in pUrSlWI1CC of th ' act.

The committPf's proposal (scc. 6 (a) of the bill) .-TIH' nlO t imp rtant
prelnis in ih' c~:)lnmith\(" vi wpoint on the que tion of hipping
policy in tIli progntn1 i that to go heyon<l tIl<' gelleral oncept of
rcqu{riuo- equal huring .of car.goe lwt:Vt'(: 1. Unit~d States and foreign
hipping would 1'(' nIt In . ('non pn'j ud.lclng f th rccov r capa­

hiliti' of the participating nation wIn -h d 'pend ub tantially on
hipping 'l'vic' a a 01 'nn of )~1l'nin<r forci<rn ',"eIlano·e. Th om~

deliyered pri e in local currency '\vithout reflectinO" a higher cost of
tran portation all lTnited tates-fla~ ye els, reduction in the price
to inlportinf; countrie of coal purcha e fronl. within Europe houlel
follow. The e I' duction hould Ie en tl e inflationary pre ures in
coal-importing eountrie cau ed by high prices of coal u ed in indu try
and for hou ehold purpo e. This would tend to relieve inhibition
on reco\rery in coal-inlporting countrie. Accordingly, ection 0 (a)
of the bill 'would perm.it the A(hnini trator, in ea e where American­
fla v rate exceect world m.arket rate , to require depo its of local cur-·
rency only to the extent of the world m.arket rate. The participating
country could obtain com.m.odities c~rried in "United States vessels at
uch lo~cal currency price a 'would obtain if the comnl.Oclities had been

tran ported on foreign-flag yes cIs at world m.arket rate. The matter
of hipping rate is discu sed below in connection with another action
taken by the committee.

Resen'ation of a portion of counterpart funds for the United States (sec.
9 (b) of the bill) .-A provi ion in title I of the Foreign Aid Appropri­
ation Act, 1949, n"1odifie the counterpart fund I' quirement of the
Econolll.ic Cooperation Act by pecifyin~ that not Ie than 5 percent
of each uch fund hall be m.ade available to the Governm.ent of the
lTnited Stolte for expenditures for strategic materials and for ad­
n--i ,~'3 r ~~'.TC ~ 1"1 (\t1-~(\r r·r,-"'(\r~! l ' SCS f the lTnited St~tes Gov rnm.rnt.
Thi hr.s pro\.Tcn 0f value to the L ::.jted States. ~cction (b) in­
corporates it . ub tantidly into the basic le5i~latiun. Ullder thi
an.t' <l 1".e 1t, title to a :=l1.all portio:"l of each counterpart fund thu
vest , not in the participatin" govenllnent, but in the nited tate.
Thi p rtion of the bill relates al 0 to tocl~-piling of strategic mate­
rial. Other action by the com.m.ittee relevant to thi i di cu ed on
page 29 of thi report.

25RECOYERY PROGRAMEXTE~T 10... '" OF EUROPE
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mittee is aware of the considerations involve 1 in the view of tho e
who would emphasize the use of American merchant hipping in this
program. It is a-ware like"wise of the nece ity of minimizing the co t
of this program. The language proposed by the committee in ection
6 (a) of the bill would resolve the difficulty (1) by adding the phra e
"for United States flag vessels" to the phrase "market rates" and (2)
making this subject to the limitation that these rate are "not to exceed
a reasonable differential above current market rates." Thi latter is
included so as to empower the Administrator to curb any tendency of
the difference in rates to increase inordinately a a I' ult of the reser­
vation of half the cargoes to United tate "'hip. The pre ent
differential is about $2.40 to $2.65 a ton on the ba e rate for hipments
from. the United States to Europe.

Relation to counterpart funds.-A related provi ion i found in
section 9 (a) of the bill "which permits the ,,-aiver of depo its of local
currency in return for aid in the form of grant to the extent that the
cost of such is moved upw"ard by the e."tra hipping cost resulting
from the use of United States rather than foreiO"n hip. Thi i,
discussed on page 25 of thi rf'port.

Uniform rate on relief packages (sec. 10 (a) of the bill).-The Foreign
Aid Appropriation Act of 1949 directed that the rate per pound for
ocean transportation of relief packages covered by section 117 (c)
of the Economic Cooperation Act, except tho e ent from an individual
to an individual, should be uniform. The purpose was to maintain
the favorable position which Cooperative for American Remittances
to Europe, Inc. (CARE), a nonprofit agency, had achieved by its
ability to secure freight rates for the shipment of its relief packages
considerably lower than those available to commercial shipper.
Section 117 (c) of the act, by providing for the payment of the actual
ocean-freight charges on relief packages, ,vould otherwi e have had
the effect of removing this advantage. The Committe on Foreign
Affairs decided to incorporate the relevant provi ion into the ba ic
act. Section 10 (a) of the bill requires that the Administrator con­
tinue to pay for the ocean transportation of such relief package at
a uniform rate per pound.

C. F NCTIONS REGA RDI G PRO' "RE:\IE TT

The goal oj the program,.-The comnlittee ha bepll irnport uned t,o
give statutory con ideration to many sectors of the .c1rncricnn (\COnonlY
presently burdened with surpluses in grealer or L .... degrc(\. It lnll t
stan,l on the original premise of the act that this i abovr nIl n pro­
gram to olve the broad problelns of wc~tern Europe's econolny, and
to help bring about European recovery and tlwl'<.\by to hplp ft, sure
the future of the Anlerican econOlnv and of Anwri('an . ('curity. The

nited States as well as Europe will share in ill(' brlwut. WlH'1l UH'
goal is reached. TIl(' principle of European l'(ICOY(\l'Y as tll(\ purpose
of thi act houl(lnot be weakened in way'" that \\ollid only po'-'tponc
the achieve)lwnt of th goal, and thu prolong' t.he bunlc'n on the
AnlCricH-n 1a. 'paYt\l'.

Repeal <d the j!o'Ul' ]Jrm'1',1:on (sec. 7 (a) <d the bill). Section 7 (n) of
th bill repeal section 112 (c) of th \ EconOllllc 'oOlwl'ntion Ad
th pro i ion requiring hipmcnt in the fOrIn of flour of a fourth of
United State wheat e."port finan 'Nl b. (rr lnt. t. the tin1e of
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1 Source: .8. D partm('nt of ommrrc('.
2 ('onvrrsion factor, 2.35 bush Is of wheat !ll:r lOO pounds of fk11r.
3 0 >xports during the I criod ]\)4] to ~!l.14, lll~llJSlve.
4 ourc(': Economic oopcration AchllllllstratlOll.

Total wheat
and wheat

flour

23,945 106,636 130,581
21, 24 164,319 1 6,143
15,475 83,805 99,280
16, 25 39,258 56,083
23,889 64,39 88,287
12,251 42,3 4 54,635
12,182 53,017 65,199
1:~, 027 63,304 76,331
9,041 26,856 35, 97
8,625 25,636 34,261

11,506 33,599 45,105
G,09 32,460 3 ,558
2,5:31 27,338 29, 69
1,9:39 2,060 3,999
1,486 3,710 5,196
1,214 91 1,305
2.147 1,Oa6 :3,1 3
2,977 19,234 22,211
;~, (Hi5 47,413 50,478
5,801 25, 762 31,56:3
1,674 4,464 6. 13

- --------------
5,024 30,049 35,073

47,244 2.387 129,631
79,H75 93,578 173,453
c13,875 130,409 174,284

Wheat flour
(wheat equiv- Wheat

alent) 2
Calendar year

Combined United States exports of wheat and wheat flour (wheat equivalent) to
Relgium, Dutch East Indies, Netherlands, France, Germany, Greece, Ireland,
Italy, and Norway, by calendar years 1

[In thousands of bushels]

enactment coal' e grains were in short supply. The provision was
intended to retain byproduct feeds needed for livestock. Coarse
grain .. have no,v become plentiful. The need to retain by-products has
abated. Retention of the provision would only serve to keep the
United States milling industry in an artificially advantageous position
in the European market. Data presented to the committee showed
that the percentage of wheat transferred as flour in relation to total
wheat shipments to Europe in the period 1920 to 1940 was 18.6 per­
cent. Actually, however, the significant figure is that of the absolute
quantities of nited States wheat and flour, going to the participating
countries concerned. These are shown in an accompanying table.
To understand the impact of the 25-percent provision on the markets
concerned, it is necessary only to compare present with prewar vol­
umes of flour shipments. They are currently over 20 times the
average volume for the 10-year period preceding World War II.
The provision prejudices the milling industry in the participating
countries which have milling capacity adequate or nearly adequate
to their needs. These are Austria, Belgium: France, the French
zone of occupation in Germany, Greece, Ireland, Italy, the ether­
lands, and orway. The detriment to the local economy is bad
particularly in Austria, Italy, and Greece, where recovery is com­
plicated by unemployment. Section 112 (c) drains away funds which
would otherwise be available for assistance to the participating
countries. The committee must stand on the premise that this is
a European recovery program.

1920 --------
1921 --------
1922 ---
1923 --------
1924 --------
1925 --------
192G - -
1927 ---
192 ---
1929 ------.---
1930 ---
1931 ---
1932 . -- ---------
1933 _~___________________________________________ -----.---
1934 --
1935 ._ --------------
19:~G _ - ----------
1!137 - - -_- - - _ - - - - - - - . - -- - - - - - - - - - - - - - - - - - - --
19;~8 - - - - - - - - - - - - - - -- - - - -. - - - - - - - - - - - - --
1939 ~. ----------- -
1940 ------------
1941 44 3_______ .---------------------- -------- ------1945 - - .-- -----

lU!6 _ __ --- --- ------------ - -------- -
1947 . - - -------.------ ---------1!J48 (9 months), E A 4 •• _
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Getting information to the trade (sec. 7 (c) of the bill).-The pre ent
bill amends section 112 (h) of the Economic Cooperation A t relating
to the maximum use of private channels of trad. Th new language,
in section 7 (c), charges the Administrator to do what he can to ee
that information of prospective purcha es propo ed to be financed
under this program is available to the American trade. The objectiv
is to insure the maintenance of competitive practic 'within the frame­
work of the policy laid down by the Congres , to promote u e of pri­
vate trade channels.

The comm?'ttee's obJec6ve.-The case for wider participation of small
business in the sale of goods financed under this program wa argued
at length before and within the committee. In the committ e'
judgment, the question is of importance both within thi country
and among the recipients of our aid. Direct interpo ition of the
Administrator in the flow of orders would make him an agent of
procurement and would be entirely contrary to the purpo e of the
act in regard to private trade channels, ho\vever. In contrast to the
lend-lease program, for example, private trade predominates in thi
program in the United States. (The ill.ain exceptions relate to pur­
chase by the Commodity Credit Corporation of grain and of com­
modities owned or held by it under price upport programs, and to
purchase of commodities intended for countries, namely the occupied
areas, \vhere postwar restoration of private channels is not complete).
The new provision is not intended to reverse thj. The comm' ttpe is
aware, moreover, that a requirement of publication by the participat­
ing governments of complete itemized advance lists of intended pur­
chu,ses to be made under this program \vould only retard operation
and \vould inevitably entail the growth of state trading in Europe
and thus defeat the intended result. On both side of the Atlantic,
however, eare must be taken to avoid, on the one hand, such collu 'iv \
practices as will freeze out competitors in the di tribution of pur­
chases and sales, and, on th other hand, the rigiditi of tate trad­
ing. It is particularly important that such trade as may be carried
on through '1gencies of the participant governments in the United
State should be on a ba is of free competition. Furthennore, th
Administrator, the Special Representative in Europe, and thc chipfs
of the pecial mis ions in each participating country hould be alert
to insure, by all proper mean, that private concern in the participat­
ing countries are not di criminated again t, and th reby unfairly
disadvantaged, in connection with operation under thi progru,rll
and that i.n the handling of this program by the participa ting govern­
ments procurement opportunitie shall be solely on an economic
ba i .

Policing prices (sec. 7 (d) oj the bill) .-The integrity of the pro­
gram, the taxpayer's intere t, and the Alllerican con umor' w Hal'
make e scntial a careful policing of pricc for cOlllnloditic, procured
by funds appropriated to carry out th European re 0 (\ry prograrn.
The Econollli ooperation Act now contain no nch pro i ion.
Se tion 202 of the Foreign Aid Appropriation ct, 19 9 (I ubli · Law
793, 80th Cong.) remedie the deficincy. ecti n 5 (1)) of the hill
would introduce the reI vant language a.. a pel'lnaneut part of th \
act. It set a the maximum payabk to th nited tatc pI' vailing
marlTet pri e adju t d for incidrntal diff rrn' . (A nccC'.. ary r C'p­
tion is made for commoditie pro ured 01' hell b ih \ ommodity
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Credit Corporation in pursuance of price-support programs.) The
provision, applying only to bulk items, does not tie the Administrator's
hands in single transactions for special purposes. It is consistent
with existing procurement standards of proved usefulness. To
affirm these in the permanent act will strengthen the Administrator.

Relationship to export controls (secs. 3, 7 (b), and 10 (b) of the bill).­
In connection with responsibilities relating to the Economic Coopera­
tion Administration and problems of the domestic economy, it should
be noted that various references in the act to the act of July 2, 1940,
as amended, relating to export controls are now obsolete since the
enactment of the Export Oontrol Act of 1949. Appropriate corrections
in the Economic Oooperation Act are made in sections 3, 7 (b), and
10 (b) of the bill.

D. ADDED RESPONSIBILITIES OF THE ADMINISTRATOR

Assista,nce to Italian emigration (sec. 10 (c) nj the bill) .-An ad­
ditional means of alleviating distress and of strengthening the
foundations of European recovery is provided in section 9 (c) of the
bill. This relates to use of United States ships on a charter basis for
transportation of Italian emigrants for resettlement abroad. Italy's
relative poverty in natural resources and its rapidly expanding
population result in a serious condition of chronic unemployment.
One avenue to a solution is the attainment of higher levels of man­
power utilization within Italy. This, however, can even at best
solve only a fraction of the problem. Large-scale and long-term
emigration programs are also necessary. Transfer of population
within Europe offers a limited opportunity. Transoceanic emigration
offers the principal hope along this line. Italy has shipping available
for transporting about 162,000 Italians to overseas destinations in
Latin-American countries during 1949. This falls some 40,000 short
of the figure representing the willingness of other nations to receive
Italian emigrants. The proposed language would make United
States shipping-limited to 10 ships at anyone time-available for
operation under the Italian flag for carrying Italian emigrants for the
duration of the program. It may be anticipated that the Italian
emigration scheme will continue after 1949; under this provision ships
would continue to be made available for the purpose during the period
of the European recovery program. The interests of national security
are protected. Italy would be obliged to return them at any time
upon the President's demand, and in any event by the anticipated
terminal date of United States assistance in support of the recovery
program. It is emphasized that the Administr~tor "Till !!lake t~e
determinations and set the terms relevant to makIng the shIps avaIl­
able to Italy. The Maritime Oommission viII act on the basis of
these.

Strategic materials (sec. 9 (b) oj the bill) .-The original act p~ovides

that the Administrator shall facilitate the transfer of strategIc ma­
terials to the United States and shall nd avor to develop increased
production of materials fer future deliveri . Th Congress antici­
pated that surplus material would be available in the participating
countries and that materia.ls would be tran fpITNI to the Unit d States
only when such materials were in exer, of rra onable requirements
for 'donlC:~stic u and ommrrcia.l rxport of thr participating countries.

8 550-49--5
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The Administrator has been able to initiate ,-om projects for increased
production. These in'elude arrangements for a larger output of lead in
French Morocco, kyanite in Renya, mangane e in T orth Africa, and
flake graphite in Madagascar. The Admini trator has likewise been
able to purchase 26,000 tons of rubber, 12,000 tons of sisal, and certain
quantities of diamonds and other materials. TO ubstantial amounts
of materials can be purchased, ho\vever, unless additional dollars are
provided and authority granted to make long-term contracts to provide
assured markets for the producers. Such a sured markets hould
encourage the capital investment required for increa ed production.
The committee did not feel that additional funds should be given to
the Economic Cooperation Administration in this field, which is the
primary responsibility of the 1unitions Board and the Bureau of
Federal Supply. It did, however, wish to empha ize that the Admin­
istrator should continue to make the fullest use of its bargaining power
to promote the work of these agencies. The committee, therefore,
adopted an amendment which emphasizes the Administrator's obliga­
tion to make use of his bargaining power to increase the production
of materials and to assist other agencies of the Government in pur­
chasing materials; authorizes the Administrator, with the approval
of the Bureau of Federal Supply and within the limits of the appropria­
tions and authority available to the Bureau of Federal Supply, to
enter into contracts for periods as long as 20 years for the purchase of
materials; and makes it elear that this authority does not in any way
restrict the other ageneies of the United States Government from
stimulating produetion or purehasing materials in other parts of the
world.

E. PERSONNEL AND ADMINISTRATIO

Review oj organizational jeatures.-In reviewing operations under
the Eeonomie Cooperation Act the eommittee gave heed to the que ­
tion of the adequaey of the principles of organization and admini ­
tration. It should be reealled that the aet sets up for the domestic
phase an autonomous organization in the executive establishment.
At the head of it is an Administrator responsible to the Pre idenL
It is reeognized that a high degree of rapport between th Admini­
trator and the Seeretary of State is nec ssary lest there be divi ion
and eontradietion in our foreign policy. Aceordingly, the act provide
that disputes between them should go to the President for re olution.
For the overseas organization the act provides a special representative
to deal with the partieipating nations eollectively in th ir organization
and a set of eountry missions to deal with eaeh participating govern­
ment on the national level. The ehiefs of the eountry mi ion ar
given diplomatie status but with autonomy of operation. In vent
of conflict between an ECA mission ehief and a ehief of the diplomat,ic
mission, the issue is to be referred to Washington for ttlement. AL
all levels speeial provision regarding statu and alary arc macl() 0

as to attract per on of ealiber adequate to the important ta I impo (\(1
upon th Eeonomic CoopeL~ationAdmini Lration.

The system in prac6ce.-The committe wa~ gratified to learn that
cireumstanees had never forced thcue of the provi ion for ettle­
tnent of disputes between the Economic ooperation Admini tration
and our regular foreign policy e tabli hment. The eommitte W~1
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rea sured al 0 by the quality of the representatives of the Economic
Cooperation Administration appearing in testimony. They stated
their case cogently. They demon trated an expert grasp of the prob­
lems and objectives of the program. They reflected faith in its
fea ibility and enthusiasm for their tasks. It was apparent that
teamwork of a high order had been established within the organi­
zation here and abroad, and betw en the organization and the other
elements of our foreign policy e tabli hment. To quote the Special
Representative:

* * * I do not know why thi ystem work that has been set up with two
eparate Administrations, but the Congress in its wi dom set it up, and I think

Congre wa wi e because it has worked.

Adjustment oj salaries (sec. 2 oj the bill) .-The legislation at hand:
however, give opportunity to improve certain portions of the act
dealing with personnel. The first relevant change proposed is found
in ection 2 of the present bill. The existing act permits the employ­
ment of 100 persons outside the civil service for domestic duty in the
Economic Cooperation Administration. Twenty-five of these may be
paid up to $15,000 and 75 at a rate up to $10,000. Subsequently
Congress has permitted the piercing of the $10,000 salary limit for
top-.1evel civil-service employees (Public Law 900, 80th Cong.).
Further upward revisions by the pre ent Congres may also be antici~

pated. The result of the specific limit of $10,000 imposed on a few
(actually only ix: at present) of the upper-level Economic Cooperation
_1dministration employees, however, is to deny them salary advantages
extended to equivalent employees in other Federal agencies. The
section in question simply removes this inadvertent discrimination by
permitting them to receive the highest salary allowable under the
Civil Service Act of 1923, as amended. This is consistent with Con~

gre s' intent, in passing the Economic Cooperation Act, to make the
positions attractive to the best talent.

Establishment oj a Deputy Special Representative (sec. 4- of the bill).­
A econd change regarding personnel relates to the Deputy Special
R presentative in the organization abroad of the Economic Coopera­
tion Administration. The position of a deputy special representative
i not provided for in the Economic Cooperation Act. uch an official,
however, has been proved necessary in practice, and Mr. William C.
Foster has be n so designat d. Though on th roll a a Foreign
~ rvice Re I've offi er of cla 1, he has been o'iven the per onal rank
of ambas ador by order of the PI' ident, Decemb I' 21, 194. ection
4 of the bill would give thi po t statutory authorization and affirm
th ambas adorial status. Presidential appointment and enatorial
confirmation are provided. Pay and allowances will be tho e of a­
chief of mi ion, clas 3.

A change in regard to mission. ch?'ejs (sec. 5 oj the bill).- third
change, embodied in tion 5 of the bill, relate to the comp nation
of hief of Economic oopera tioa Admini tration mi ion to the
participating ountrie.. A m moran lum from th Economic 0­

operation Admini tration tat :
The chief~ of ECA mi~si DR occupy pm;iLions in for'ign capital * * *

comparabl<~ to Ul' hi fs of nited Htatp:-) diplomatic mission,', with quival nt
official and social r('sponsihiliLies.

The EC mission hi fs have iJlcurrpd unllHltal '."pell 'CH in onn'dion with the
dischargr of their official n'spoJlHil>iliLips ill Euro!wall ·apiLals. * * *
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Because men of proven ability are ought for the e po t , they have in most
cases sacrificed lucrative position in the United tate. ince they do not enjoy
the security of long tenure, they are understandably reluctant to remain away
indefinitely from their businesse and profe ions. Thi. i e pecially true when
the compensation they receive from the united States Government is not ufficient
to defray their expenses while they are in its service.

Under the. proposed revision the Admini trator would be permitted
to designate mission chiefs of the Economic Cooperation Administra­
tion to receive the emoluments of a chief of mission, class 3 or class 4,
in the regular diplomatic establishment. Those so designated would
receive salaries of $15,000 or $17,500, depending on the respective
class indicated. Their present pay level is $13,500. The Adminis­
trator's authority to set allowances for Chiefs of Missions equivalent
to th e allowances paid to Foreign Service officers of corresponding
classes is not impaired or affected by this amendment; upward adjust­
ment of their allowances would, in any event, come from counterpart
funds and thus would not affect the budgetary picture.
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ApPENDIX I

DEVELOPMENT OF THE EUROPEAN RECOVERY
PROGRAM

When Hitler invaded Poland on September 1, 1939, Europe was
still suffering from the economic consequences of World War 1. Al­
though the physical damage of the earlier war had been repaired, the
years between the wars, especially the early and middle 1930's, were
marked by economic crisis and mass unemployment.

Even before World War I, Europe had lost the superiority in indus­
trial production which had been the basis of its prosperity in the 19th
century. In order to maintain its imports from the rest of the world
at a level that would maintain existing standards of living, Europe had
to rely in increasing measure on expenditure of income from its large
overseas investments for current consumption instead of reinvestment.
Little progress was made in improving productive methods, establish­
ing neV\~ industries, and finding new markets to meet the change in
trade patterns.

The slump in the thirties resulted in a world-wide adoption of
restrictive trade practices-import quotas, foreign-exchange controls,
cartel agreements, bilateral agreements, tariffs, and other devices of
economic nationalism. The volume of international trade diminished
and, to maintain their necessary imports, the nations of Europe had
to liquidate part of their overseas investments and spend gold reserves.

To a Europe which had failed fully to recover from the economic
shock of World War I and the great depression, the economic devasta­
tion of World War II was an almost mortal blow.

Europe's industrial plant, utilities, communication systems, and
housing suffered heavy war damage and destruction. Less obvious
but equally important was the damage caused by undermaintenance
and obsolescence. The network of domestic and foreign trade on
which Europe had depended for its livelihood was disrupted. The
pipe line of raw materials was dry, Europe's soil was depleted, its
people fatigued.

Europe's loss was not confined to the continent itself. Millions of
tons of shipping had been sunk or damaged. Its replacement called for
great outlays of capital. Shipping became an expenditure instead of
an income itCln in Europe's foreign-exchange ledger. Income from
other invisible exports in the form of banking and insurance services
was lost. A large part of the ovC'rsea inve tment, still of great size at
the outbreak of hostilities, wa old to prosecute the war. Britain,
especially, ran up a large debt to countries of the Middle East and to
members of the Commonwealth for wartime supplies and material.
Other foreign investments, particularly in mines and plantations in
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southeast Asia, were damaged in the fighting or left unprofitable by
local political strife.

Despite the los of life during the war, the population of western
Europe increased by about 8 percent, from 249,000,000 in 193 to
270,000,000 in 1947. A swollen demand for a hrunken upply of
goods produced strong inflationary pre ure. ocial, political, and
economic disorganization in some countries added to the di location.

Reconstruction required fresh energy and cooperation from the
liberated peoples, but enemy occupation had encouraged ab enteei ill,

hoarding, and black marketeering as means of elf-preservation.
Habits developed in patriotic resistance became obstacles to the
restoration of an orderly society.

All these factors combined to enlarge import requirements enor­
mously at a time when supplies available outside the 'Ye tern Hemi­
sphere dollar area were sharply curtailed. Under the e difficult
conditions, the postwar democratic governments in we tern Europe
began to cope with the problems of economic reconstruction.

At the height of the war the United tates took the lead in the
preparations for United ations Organizations to cope on a compre­
hensive scale with postwar problems of economic di tre sand di lo­
cation.

The United Nations Relief and Rehabilitation Admini tration
(UNRRA) was established in November 1943 to take care of im­
mediate needs for relief and for the rehabilitation of agriculture and
industry and the care of displaced persons. UNRRA started opera­
tions in 1944, reaching its peak activity two years later. In Europe its
operations came to a virtual halt on June 30,1947. The United State
contribution totaled more than $2,600,000,000.

The International Bank for Reconstruction and Developm nt wa
established to meet long-term capital needs, and the International
Monetary Fund to assist in the postwar stabilization of curl' ncie .
Both organizations came into being on December 27, 1945. The
United States raised the capital of the Export-Import Bank in August
1945 from $500,000,000 to $3,500,000,000 in an effort to enabl that
agency to bridge the gap betw en Europe's immediate no d for loan
and the time when the World Bank could start functioninO' a. a goin er

concern. Loans amounting to $1,800,000,000 w l' lllad t "\ est rn
European countries.

At the end of the war large amounts of unu ecllend-Iea. materiaL
and surplus property left in Europe by nitod State lllilitary for (l

were sold to European cOllntries under long-term credits. In a llitioll,
more than 1,132 vessels, surplus to United States requirellIcnt ,were
tran ferred to foreign flags.

The serious economic plight of the United Kingdolll, cau ed b. it
heavy contribution to the war effort, required special I nited tate
as i tance. egotiation ,vel' completed on D(\ ember 6, 1045, for a
$3,750,000,000 loan to Britain which wa approved by the ongrcs on
July 15, 1946, and took off ct immediately. The line of cr clit was
exhau tod by March 1948. ~

In respon.o to an appeal from the Econollli and ocial Council of
the United ation, tho Pr ident on ~Janllary 10,1047, a"krd the Con­
grc s for $326,000,000 for Europeanrelief to follo, the rn lof RRA's
operations. On Augu t26, 1947, the ongr "" appropriatrd. 322,000,­
000 for rrEef in Au tria, Gre ,Ital, Tl'i t, an I hina. Whil thi
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post- RRA legislation wa pending before the Congress, two major
European developments necessitated still another stop-gap measure.
In February 1947 the British Government informed the United States
that on ~farch 31 it would no longer be able to continue the economic
and advisory as istance which it had been giving to Greece. The
Greek Government urgently appealed to this Government for assist­
ance in order that Greece, which had been left deva tated by the war
and which was threatened by a Communist-supported guerilla move­
ment, might survive as a free nation. At various times during preced­
ing months the Turkish Government had appealed to the United
States for financial aid. On March 12 the President asked the Con­
gress for $400,000,000 for military assistance to Turkey and for mili­
tary and economic aid to Greece. The act providing for assistance
to Greece and Turkey was signed on May 22, 1947.

The economic situation was deteriorating so rapidly that in ovem­
bel' 1947 the President called a special session of the Congress, which
he asked, among other things, to act on interim aid for France, Italy,
and Austria for the 4 months, December 1947, through March 1948.
A total of $522,000,000 was appropriated for the European recipients
and $18,000,000 for China.

In summary, total United States assistance to Europe, in loans and
grants and including special assistance to occupied areas, between mid­
1945 and the passage of the European recovery program in April 1948,
amounted to $12,600,000,000 out of a grand total of $16,300,000,000
in United States assistance to all countries. The greater part of
these funds was spent in the United States for goods and services.

At the end of 1945 western Europe's industrial production was
running generally at about 60 percent of the 1938 total. There were
bottlenecks in such key industries as food, coal, transportation, steel,
timber, and fertilizer. Additional troubles piled up behind each
major block to production. For example, the coal shortage limited
steel production, which in turn held down the output of mining ma­
chinery need to increase the flow of coal. Scarcity of coal also slowed
the manufacture of synthetic nitrogen fertilizer necessary to expand
food production, while miners stayed out of the pits for lack of food.
Sweden, without coal, burned wood, when wood was needed as pit­
props for coal mines.

Despite bottlenecks and disorganization, manufacturing, mining,
and building made important gains in most countries in 1946. At
the end of the year industrial production in the countries of western
Europe was close to 85 percent of the last prewar year. Excluding
G rmany, which was especially d pressed, average production in the
last quarter of 1946 was over 100 percent of the level of 1938. The
first steps taken had been to ma.ke emergency repair to transport
and public utilities. N ext came measures to dea.l with bottlenecks.
France, through strenuou effort in 1946, raised the level of coal pro­
duction a.bove the 1938 tonnag , but this achievement was in sharp
contra.st with production in thp rest of western Europ. Coa.l had
to be imported from the nited tates to ofi'set the d licit in German,
British, and Polish output. Although the Unit d Qtates normally
exports only a few cargoc of coal a year to Europo, these hipm nts
rose to nearly 20,000,000 tons in 1946 and to 40,000,000 in th follow­
109 year.
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In 1947 indu trial I' covery was lower than in 1946. The sev re
winter of 1946-47 created a cri i in tran portation, both in th nited
Kingdom and on the Continent, and cau ed larg - cale div I' ion of coal
from indu trial u e to household heating. With gold and dollar re­
serves falling below a safe minimum, the nit d Kingdom, France, the

etherlands, and Italy had to restrict imports dra tically from the
United States. Poor crops and a food shortag I' quir d concentration
of available dollars to a large extent on imports of wheat, yet the main­
tenance of industrial production depended on continu d imports of
coal, oil, and raw materials. The dollar shortage became so s vere
that timber allocations in the United State were not taken up, cotton
purchases were halted, and recovery threaten d to come to a dead top
with a break in the pipe line of vital recovery upplie from th nited
States.

In agriculture western Europe's lack of pI' "Te was \ten more
discouraging. The harvest in 1945 was only around three-fourths of
prewar averages and had improved to betw en 5 and 90 percent by
the following year. General disorganization, adv r w ath r, and
certain shortages of equipment, fertilizer, and farmyard manur com­
bined to cause poor results. In addition, inflation and lack of con­
sumer good lowered the farmers' incentive to xert maximum effort.
The first two postwar harvests were poor; that of 1947 wa di a trous.
Deep frost followed by severe floods damaged and partly destroyed
the winter crops. Inadequate supplies of seed hampered spring
resowing. From this bad start, affecting primarily wheat and rye,
matters became worse when an extensive drought still further reduced
the grain harvests and also reduced the crops of potatoes and sugar
beets. Total agricultural production was again reduc cl to about
three-fourths of prewar. In Austria, Germany, Franc, and Italy,
bread, the staple of the diet, was ratione I mol' tri tly than at any
tim during the war, and in the nited Kingdom it \VR"' ration d for
the first time.

The disruption of war had extended far beyond industrial and agri­
cultural production. In the fields of finallcP, pl'ices, and internal di ­
tribution it had left a situation approaching economic chaos. azi
wartim finance had creat d an enormous incr a of mon y in ir ula­
tion in occupied countris. Inflation wa aO'gravatecl by sc v r hort­
ages of consumer goods. Some countries att mpted to redu thc
upward pressure on prices by restricting curT n y in circulati nand
blod ing excess funds. In Bplgium this device was fai.·l uecc ful,
in part because that country's holdings of gold and dollar e. change
permitted relatively free imports. Similar m a ures taken el wh re,
before the supply of goods was sufficient to give valu to th new
money, were less successful.

In most western European countri s pric and wag controls, ration­
ing, allocations, priorities, import I' stri tion, ~~port s t-a ieI ,and
even in om as s labor allocations, weI' impo d. Th I' i no O'cneral
agre nl nt wh ther or not the e mea ur an ub titut for th op ra­
tion of a price y tern, but ther i no doubt that ucc ful admini tra­
tion of dir t onomic controls in time of ~ tr l' quir i I pI' ad
public 0 peration and trong and effi i nt rnnl ntal elir tion. In
most ountri , 6 Y aI'S of war had h rp ned th in tin t of 1£-
pI' er ation and dull d appeal to national 0 p rati .IT rt. 101'e-

ov 1', many po twar governm nts were ba.. d n 10 alition and
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lacked political strength. Accordingly, their controls were ineffective
and their economies continued throughout 1946 to suffer from disrup­
tion and disorganization.

Intra-European trade was at a nearly complete standstill at the end
of the war. Even as production increa ed, trade lagged behind because
of unusual demands at home for goods and because of exchange com­
plications. The postwar intra-European trade that did develop de­
pended on bilateral agreements. orne additional trade was based
upon payments in "hard" currencies, usually gold, dollars, or Swiss
francs. The need for dollars to buy basic commodities in the Western
Hemisphere led countries to discourage exports to European neighbors
unle s they could pay in hard currencies. But at the very time
European countries were trying to sell more and more goods in hard­
currency areas, they were placed at a competitive disadvantage by high
European prices resulting from heavy domestic demand and other
inflationary pressures. European goods in a number of lines were thus
unable to compete in price with domestic or other imported goods in
the Western Hemisphere and Far East.

In spite of the failure to solve many urgent problems, the countries
of Europe made some progre s toward cooperation. Even before the
end of t.he ,val' cooperati ve efforts in technical fields, designed to pro­
mote common recovery, had been begun. Three regional organizations
were formed: the European Coal Organization to recommend alloca­
tion of coal imported into the deficit countries of Europe; the Euro­
pean Central Inland Transport Organization, to promote con ulta­
tion among the European countri s to facilitate an early and orderly
re toration of the badly disrupted railroad and water transport sys­
terns; and the Emergency Economic Committee for Europe, to deal
with other pressing economic problems arising from shortages of criti­
cal commodities such as timber and fertilizer and the general di location
of trade. By agreement of the countries concerned, the work of these
organizations was taken over by the Economic COInmission for Europe
e tablished by the Economic and Social Council of the United ations
in the spring of 1947. The Commission has continued and expanded
the work begun by the. e earli l' organizations.

The hard winter and pring of 1947 revealed how vulnerable Europe
wa and made unmistakably clear that the political and economic
situation was fa t deteriorating. An air of hopelessness began to
spread acro. the Contin nt.

In the nited tates th re was growing appreciation of th necessity
for over-all recovery effort in plac of pieceme~l reli f m a ure. At
th Delta ouncil meting in 1 veland, MI., on 1f~y ,1947,
Under Secretary of State Dean ~ h ~on se~ forth a five-p~)lnt prog~am
for international economic relatIons, In ludIng conc ntratlOn of UnIted
States-
emergency a istance in ar as where it will. be most IT ctive in building wor~d
political and conomic stability, in prom.o~lIlg hU1?-an fr dom. and d mocra~lC
in titutions, in fo tering lib ral trading POhCl ,and m tr ngth nmg the authonty
of the nited Nation .

On June 5 1947 SecI' .tary of State George . Marshall delivered
hi famous address' at the commen m nt e I' i s of Harvard Uni­
v I' ity, in which he d scrib d th~ critical ~orld situation and analyzed
the position of Europe. In hIS analYSIS ecr t~ry Mar hall took
account of the d struction and loss suff I' d by Europe, and stressed

88550'-49-6
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"the dislocation of the entire fabric of European conomy" and the
threatened break-down in the division of labor which i th ba i of
modern civilization. He pointed out that before the nited tat s
could further assist European recovery, the countries of Europe would
have to agree on the requirements of the situation and on the part
each country itself could take in contributing to the common recovery
of Europe. The initiative, he made clear, had to come from Europe.
The role of the United States-
should consist of friendly aid in the drafting of a European program and of later
~mpport of such a program 0 far a it may be practical for u to do o.

A few days later, on June 11, 1947, President Truman, in re tating
United States policy on aid to Europe, again empha ized that the
initiative lay with the European countries them elve .

European response to Secretary Marshall's addre s was prompt.
Ernest Bevin, Foreign Minister of the United Kingdom, welcomed the
American suggestion in a speech to foreign new paper corre pondents
on June 13, 1947. Arrangements were made for Mr. Bevin and
Georges Bidault, the French Foreign Minister, to meet in Paris. The
two Foreign Ministers met on June 17 and 2 day later invited the
Foreign Minister of the Soviet Union, V. M. ?vfolotov, to join in the
discussions. The three Foreign finisters met in Paris from June 27
to July 2.

The Soviet Union refused to take part in drawing up a joint program
for European recovery. The Soviet representative proposed that the
United States be asked to state the amount of assi tance offered, that
this amount be apportioned among the European countries, and that
each then be free to use it in its own way. M essr . B vin and Bidault
insisted, however, that in keeping with the spirit of Secretary 1ar­
shall's suggestion, the joint Europ an program hould b ba d
primarily on European cooperation to achi ve it own I' covery. Mr.
Molotov withdrew from the conference and issu d a warning:

The Soviet Government COIl iders it nece ary to caution the government of
Great Britain and France against the con equence of uch action.

On July 3 Britain and France invited 22 European nation to me t
on July 12 to prepare a joint plan for the economic recovery of Europ .
Seven eastern European states, on the in i tnce of the ovi t nion,
eventually refused the invitation. Th countrie of Enr pe whi'h
accepted, in addition to the inviting power, weI' Au tria, BelgiuIll,
Denmark, Greece, Iceland, Ireland, Italy, Lu.remburg, the ether­
land, orway, Portugal, weden, witzerland, and Turkey. TIl
Anglo-American zones of occupi d Germany were repre ented by th
United Kingdom a ting on behalf of the occuping pow I' .

The Committee of European Economic Cooperation (CEE ) was
established in Pari on July 12. Following 4 clay of plenary e ion,
committee were formed to deal with the pecific problem of drafting
a recovery plan. Four were to con ider the problcnl of food and
agriculture, fuel and power, iron and steel, and tran port. Separat \
committee weI' \ created on finan e and on tht\ balant(\ of paynH'nt
problem. Later, spccial group tneli cl tin1ber, InnnpOWCl', and col· .

The two-vohlln report of th EEC wa publi~lH\d on ~ \pt(\lnber
22. It 'on i tcd of a general report, an outlin( of the j)I'Opo. ed Pl'O­
graIl1 for European re 'overy, and special data prepared by the techni­
cal comIl1ittces. The report placed eIllph i~ n production and et
targ ts for key area of the econonlY.
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The CEEC summarized its entire program in the following words:
(i) To develop its production to reach the targets, especially

for food and coal;
(ii) To make the fullest and most effective use of its existing

productive capacity and all available manpower;
(iii) To modernize its equipment and transport, so that labour

becomes more productive, conditions of work are improved, and
standards of living of all peoples of Europe are raised;

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

(v) To cooperate with one another and with like-minded coun­
tries 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 International Trade Organization;

(vi) To remove progressively the obstacles to the free move­
ment of persons within Europe;

(vii) To organize together the means by which common re­
sources can be developed in partnership.

The CEEC program estimated a deficit with the Western Hemi­
sphere for the 4 years 1948-51 of $22,440,000,000, of which $8,040,­
000,000 was estimated to fall in the calendar year 1948. The Com­
mittee calculated that $3,130,000,000 of the 4-year total could be
financed through the International Bank for Reconstruction and
Development, assistance from countries other than the United States,
and other sources, leaving $19,310,000,000 to be financed by the
United States. The 1948 portion of this last amount was estimated
at $7,120,000,000.

Even before the Committee of European Economic Cooperation
b gan its work, President Truman on June 22, 1947, a,ppointed three
committees to study special phases of thp effect of aid to Europe on the
economy of the United State. The first of these committees, under
the chairmanship of the Secretary of the Interior, J. A. Krug, ex­
amined the capacity of the ation's resources to support a program
for European recovery. The econd, made up of members of the
Council of Economic Adviser, under the chairlnan hip of Edwin G.

ourse, focused its attention on the effects of Government-financed
eA'})ort on American production, con umption, and price. A third
committ e, under the chairmanship of the Secretary of ommerce,
W. Av I' II Harriman, and con i ting of 19 di tinguished private citi­
zen undertook to study not only the effect of an aid program upon
the United State but al 0 the appropriate ize of uch a program in
the light of European I' quirements and American capacity to me t
th m.

The three COlnmiUee publi.lH'd. eparat( l'epol'L in October and
Tovemher. The }{rug- ('ornlnitU'(' report (,olle]ud(~d that tll(' American

e 'ononlY had tll(' physi('nl l'('SOll]'('('S to support a (,011~id(,I'ahl(' program
of foreign [ti(l; that difficult sup'lly pI'oblclnS wOlJ1d continue in a
nlllnh('l' of eomnloditi('s, particular!. \ ll< at, ted, ('onl, nitrogcn {cr­
t ili7.;('r, and ('('1't n,in indust rial-PC! II ipnH'J) t iU'lllS, 1>11 t ('ollI 11)(' Ininimi7.;cd
by ('o.1'(~f1l1 . ('r('('lliJ)~ and all()c~lti()n;, Hnd that, },('('o.ll. e of its high
donl(' .. tl(, ('OnSUlnptlOll, t}\(\ l IlJt(\d I tnt('s fa('('d 1.11'g'(\llt })I'ohlpln. of
rpsour('('s COllS('l'Vn t.iOll. The TOUl','(' ('ollllnit t« l"(\pOl't., llot,ing t.hnt
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pI' viou foreign aid ha 1 not pre \Tent 1 th m rican on urn I' from
reaching a higher tandar 1 of li \Ting than b f re the "war found that
existing price inflation wa cau cl primarily by dom ti factor.,
though for ign demand adl d to th pI' ur.. It 'oncludecl that
although there "would probably be continu d tightne in certain om­
modity fields, "which might bp ea ed by control, th propo d program
would have less over-all effect on the nit (1 tate economy than
earlier for ign-aid measures. Finallv. th Harriman committe~(\ car ­
fully analyzed the European economIc problem and the ni ted tateR
ability to give aid and concluded that the amount of ni ed tatp~

assistance in the first year of th program hould be about
$5,750,000,000.

Soon after appointment of the Krug, Tour e, and Harriman com­
mittees, the House of Representative voted to e tabli h a el ct om­
mittee on Foreign Aid. Thi committee' activitie \ver to upple­
ment past and pro pective investigation by the Hou. e Committ e on
Foreign Affairs. The select committ e, e tabli hed on July 29, ailed
for Europe on August 28 and returned on October 10. The committee
issued a series of preliminary reports prior to the pecial e ion of the
Congress in ovember. The e were lat I' upplemented by eparate
studies on commoditie , countries, and pecial topic~. The commit­
tee's final report was published on "'" fay 1, 1948.

In addition to the select committee, various other congres ional
committees made on-the-ground studies of European-recov ry prob­
lems between adjournment of the regular session at the end of July
and the special session in November. Foremost among thes W re
investigations made by m mbers of the S nate and HOll e Committees
on Appropriations and inspection tours by member of h enate
and House ~IilitaryAffairs Committees. In all, mol' than 200 of the
531 Members of the Congress went abroad in 1947. Th larg
majority of them visited Europe.

On September 29, and again on Octob r 23, Pre icl nt Truman m t
with congressional leaders to plan United tat action on th EEC's
request for an aid program of $19,310,000,000. It was evident that the
cri is in western Europe was intense and assi tance alrea Iy provicl d
to the countries in greatest need would not last beyond the nd of th
year, if until then. The CEEC report as umed nited tat aid
would be granted on a cal ndar-year basis beginning January 1, 194 ,
but the Congress, which was not in session, n ed d consid rabl tim
properly to consider European requirements and American capacity to
meet them. The President on October 23 called a special ssion of th
Congress for November to act on, among oth l' probl m, m rg n y
foreign aid to serve as a "stopgap" until a long-range program for
Europ an recovery could be worked out.

On the final day of the session, December 19, th Presid nt submitted
his m ssage to the Congre ,together with th outlin of a Europ an
recov ry program. This docum nt was dra\Vll up by Go rnm nt
officials on th basis of the OEEC I' port, th finding of th Krug,

ours, and the Harriman committees, and th eli II i n b tw n
Am rican and OEEC exp rts. It pres nt d propo d authorizing I gis­
lation, a statement of principl on which m ri an ai I to a Europ an
I' overy program should be extend d, an m rican stimat of the
probable ost of such assistance, and a s t of propo d administrative
arrangements. This was the European aid program placed before the
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Eightieth Congre s when it assembled for it second regular session in
January 1948.

The Eightieth Congress began to consider the United States portion
of the European recovery program on January 8 1948. Careful and
con tructive analysis of the problem and the step~necessary to meet it
were given by the Congress during the next 3 months. On April 2,
the Congress passed the Foreign As istance Act of 1948, containing, as
title I, the Economic Cooperation Act of 1948 which the President
signed on the following day. The Economic C~operationAct author­
i~ed $1,000,000,000 in note issues and $4,300,000,000 in appropria­
tIons, and made available the unused balance of certain previous
foreign-aid funds.

Between December 19, 1947, when the Outline of a European Re­
covery Program was pre ented to the Congress, and April 1948, when
an appropriation under the Econornif' Cooperation Act wa~ requested,
the executive branch revised its estimates of the cost of the recovery
program. This revision was made necessary by receipt of additional
information on requirements of the participating countries, by changes
in the nited States supplies and availabilities, and by inclusion in the
authorizing legislation of special provisions which had not previou3ly
been taken into account. The revised estimate of $S,760,000,000
exceeded the authorized amount of $S,300,000,000 for 12 months.

On June 4 the House of Repre~entatives passed a bill appropriating
$4,000,000,000 for a IS-month period, instead of the $4,300,000,000
authorized by the Economic Cooperation Act for a IS-month period.
The enate restored the major House cut in the ECA appropriation by
changing the period to be covered from IS months back to 12 months.
Differences between the House and Senate measures were reconciled
by making the appropriation on a IS-month basis but providing that
the President, upon recommendation of the Administrator, could
authorize the obligation and expenditure of the funds within 12 months.

On April 9, 1947, 6 days after the President signed the Foreign
Assistance Act of 1948, Paul G. HoffInan took the oath as Administra­
tor for Economic Cooperation. The following week the temporary
organization of th European countries, the Committee of European
Economic Cooperation, was di banded and repr sentatives of 16 na­
tion and the occupation zones of western Germany signed in Paris on
April 16, 1948, a convention for European economic cooperation.
This convention con tains the multilateral pledge of the participating
countrie and the charter of th Organization for European Economic
Cooperation (OEEC). The Organization wa<:; immediately creat d as
a permanent body, with headquarters at Paris, to d velop and carry
through with th assistance of the United tates the joint program for
the economic rehabilit'1tioD of Europ .

Thus, at the sam time that th Government of th United States
established the Economic Cooperation Admini tration to carry out
this country's part of th European recovery program, the participat­
ing countri s th m elv sst up a specific international organization to
guide and int grate their own coopcrativ ffort in attacking their
common conomic problems.

With the stablishment of the Organization for Europ an Economic
Cooperation the Europ an recov ry program ad to b merely an
objective of Unit d State. policy. It beam. tho primary re ponsi-
bility of th European naLlOn, th In,] actIng In con rt.
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The work of the OEEC has thus been primarily focused on the
formulation of joint economic programs, which the OEEC develops
out of the individual national program submitted by the participating
countries. The aim is to achieve the mo t effectiv u e of all resource
available to the participating countries and thu reduce to a minimum
the requirement for extraordinary outside as istance. It i "\vithin the
functions of the OEEC to study and recommend action on a variety
of large-scale economic problems, such as trade and payments among
the participating countries, the coordination of national inve tment
plans, joint developmental projects within Europe, customs and
economic unions, and trade and fiscal policies.

The OEEC has devoted much effort in the past year to the imme­
diate problem of reconlmending to the ECA a division of American
assistance for 1948-49. But the analysis of Europe's economic prob­
lems and the formulation and undertaking of agreed measure of
self-help and mutual aid to solve these problems are far more signifi­
cant activities for Europe's economic prospects and future organization.

The structure and functions of the OEEC "\vere establi hed by the
convention for European economic cooperation. The Organization i
now composed of representatives of 16 nations and of the bizone and
French zone of Germany and the United States and United Kingdom
zone of Trieste.! Each nation is represent d on the Council, which
is the governing body of the Organization and the body vested with
power of decision. The Council acts on the principle of unanimity,
although a member may refrain from voting and may approve a
decision with stated reservations. The Council has met more than
50 times since April 1948.

The Executive Committee directs the day-to-day aetiviti s of the
OEEC. This Committee is composed of seven member chosen by
the Council. It considers all matters to be referred to the Council
and submits them with its recommendations, prepares the agenda for
the Council meetings, and has been entrusted with an increasingly
wide area of direct responsibility. It has, for example, directed th
work on the long-term program covering the first year after the end
of the European recovery program, including the approval of instruc­
tions for the preparation of national submissions, and the review
of the program.

In addition to the Executive Committee, there ar a numb l' of
technical committees. In the first place, there is a ries of commit­
tees dealing with general problems: the Programs, Trade, Intra­
European Payments, and Manpo,ver Committees and the Overs as
Territories Working Group. Secondly, there are committees dealing
with commodity or industry problems, in the fields of food and
agriculture, iron and steel, coal, raw materials, textiles, machinery,
and others. Each member is entitled to repr entation on these
technical committees or to send a representative when a committ e
is co sid ring a problem of interest to it.

Th committee structure is flexible and adaptabl to changing need
since no hard and fast procedur s have be n laid down. As pres ntly
organized, the working-level activity of the OEE enters in thi com­
mittee tructure. The e committees al 0 work on th principle of una-

1 Th full list of memh rs is: Au tria, Brlgium Denmark, Franre, thr Unitrd States and United Kingdom
zone of th Fr('(' 'rerritory of Trieste, Orrcce, Icrland, Ireland, Italy, Lu\rmhurg, Th C'therlands, Nor­
way, Portugal, Sweden, Switzerland, Turkcy, the United Kingdom. and the nC upi d zon s of w st rn
Germany.
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nimity but have authority to nlake only recommendations and not
final decisions.

The other major segment of the Organization-apart from the
Council and the Executive Committee and the technical committees­
is the internationally staffed Secretariat. The Secretary General
assists the Council, the Executive Committee, and the various tech­
nical committees in their tasks. The Secretariat analyzes the various
economic problems that come before it and submits proposals for
their handling or for their solution. In addition, the Secretariat
provides the necessary technical and housekeeping services for the
efficient administration of the business of the organization.

The relation between the Secretariat and the national delegations
is flexible. Sometimes the work is done by one or more national
delegate, sometimes by a comm.ittee, sometimes by the Secretariat.
The object is always to entrust the work to be done to those who can
best do it.

The functions of the OEEC are summarized in the resolution of the
Committee of European Economic Cooperation, dated April 16, 1948,
which states that the organization is-

(1) to prepare as often as neces ary, on the basis of and after examination
of national estimates or programs, such general production, import and export
programs as appear necessary to further the object of the Convention;

(2) to consider, in the light of national estimates or programs of develop­
ment ubmitted by the Contracting Parties, the best use of productive
capacity and manpower to further the objects of the Convention within both
their metropolitan and oversea territories, and the measures nece sary to
achieve the e ends;

(3) to promote con ultation between the countries concerned, to consider
the mea ures and create the machinery necessary for European economic
cooperation especially in matters of trade, international payments and
movement of labor;

(4) to inve tigate, wherever necessary, methods of coordinating the
purchasing policies of Members;

(5) to as ist :Members, at their reque t, to surmount difficulties incurred in
the execution of the European Recovery Program;

(6) to make recommendations, as may be appropriate. to the United States
Government and, as need be, to other Government or International Organi­
zation , on the allocation of commoditie among the M mbers, having due
regard to th allocating functions of other International Organizations;

(7) to ensure the most efficient u e of external aid and to contribute towards
en uring the most efficient use of indigenous re ources;

(8) to prepare a often as neces ary report on the execution of the Euro­
pean Recovery Program and the use of external aid;

(9) to collect all uch information as may facilitate the accompli hment of
the tasks of the Organization * * *

The OEEC's terms of reference are wide enough to mbrace any and
all economic problems of European recovery. The organization has
not, as yet, been able to give its full attention to many of the problems
uggested in the above list of functions, though it has had to concern

itself to some degree with most of them in its preparation of the first
annual program. The analysis, review, and formulation of recom­
mendations on long-t I'm recovery problems will, however, compel it
to consider very carefully a wide rang \ of internal 81nd external aspects
of the econolnies of the participating countries.

Hitherto the preparation of one quart rly supply program and two
annual programs ha tal en up mo t of the time of the OEEC. The
pI' paration of the e prograln Wit reque ted of the OEEC by the
ECA, and th OEE had to develop its own t chniques for this diffi.-



George C. Marshall Foundation, Lexington, Virginia

44 EXTE "'SION OF EUROPEA..L.:r RECOYERY PROGRA11

cult and complicated task. But now tha tho e techniqu ha e been
learned-even though there will have to be continual modification of
them-it is probable that the preparation of further program will
take much less time. ~10re time will thu be available to deal with
the vital problems of European recovery.

In general OEEC programing is a cooperative effort to guide na­
tional policies so that the participating countries, as a coordinated
group, will most effectively use their resources to achieve independ­
ence from extraordinary outside assistance. More specifically, the
programing activity of the OEEC has consisted of obtaining forecasts
of the maximum amount of industrial and agricultural production
which might be expected in any period, the amount of labor, raw
material, and capital equipment which would be needed to l' ach
these output goals, and an estimate of the extent to which the neces­
sary resources can be obtained from indigenous production or mu t
be obtained from outside sources, together with recommendations for
necessary action.

The development of a program has thre main aspects: First, the
OEEC defines the objectives which the particular program i to m t
and the form and content of the forecasts which are to be mad by
the participating countries and submitted to the OEEC; the second
is the preparation of such forecasts by the national governm nts; and
the third is the analysis, reconciliation, and consolidation of these
forecasts by the OEEC into an integrated joint recovery program.
A vital part of this last stage, a part which the participating countries
have not yet completed for the 1949-50 and long-term programs, in­
volves the modification of national programs to minimize incompati­
bility and to provide for the most effective contribution by each
nation to the common recovery objective.

Three types of programs have been und rtaken during the past
year: quarterly procurement programs, annual programs fo1' the fiscal
years 1948-49 and 1949-50, and a long-term or 4-year program which
will project the goals to be reached by mid-1952 in ord r to achieve
freedom from extraordinary external support.

Because of the pressure of time and th n ed for maintaining an
uninterrupted flow of essential commoditi s into Europe during the
first months of the recovery programs, quart rly supply program for
the second and third calendar quarte1's of 1948 were prepared without
the benefit of a completed annual program for 1948-49.

As its fir t programing assignment, the OEEC undert.ook the prep­
aTation of the snpply program for t.hp third calendar qua,rtc!' of 1948.
It \vas oon recognized, however, by both the OEEC and fhe R ,A that
the former could not continue to prepare quarterly program. and aL 0
devote the necessary" tim and p rsonnel to the drafting of annual a,nel
long-term programs and the olution of \ve tern Europe'. ba ic ('co­
nomic problems. ons qu ntly, it wa~ d eiel I that the E . ,W I'kinCY

dire tly with the governnll'nt f the particip< ing nation" "( uld pr('­
par the qun,rterly pro ur ill nt pro ram "ithin t.he fraIn "vorl~ f
agreed annual program..

Tnlffi dia t I. after the completion of tIl< Jul. - eptenl1)( l' IH' gTHln,
the OEE took up the ta 1- of pI' paring an nnual prognun f I' th "
Y ar 194 -49. It wa imp i1>Ie to dela. tIli w rl- until it cl finiti
Iong-t I'm program, setting forth the g al to })(' attain( cl 1)('fo1'( tIl('
middl of 1052, could b conlplrtcd. lth ugh both tIle' OEI1.J(1 Hind
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the EC agreed that, logically I the long-term goals should be estab­
lished a the basi fronl w ich the fir t annual program could be devel­
oped, pre ure of time forced the adoption of the rever. e order. For a
number of r a on ,including preo('cupa tion ·with urgent commodity re­
quirement and the attenlpt to foreca t in detail for a year in advance
supply and demand for individual commodities, the initial empha is
wa placed on detailed cOlllmodity projections. Later, emphasis was
shifted to the measures which might be taken by each country and by
the group to promote financial tability, to develop domestic produc­
tion and improve labor productivity, to coordinate investment plans
and other mea.. ures of srlf-help and mutual aid, and to con ideration of
the ba ic economic problems which affect the trade and financial rela­
tion.. of the European countries ,vith each other and the rest of the
world. Only through action of this kind can Europe achieve the most
effective 1] e of its own resourcrs and a steady and rapid reduction of
its requirements for outside assistance. -

After receiving the national submissions for 1948-49, the OEEC
examined and analyzed each program separately, trying to determine
the requirements of each country for imports considered essential ac­
cording to common criteria of recovery needs. In order to carry out
this operation, a committee of four members was set up and empowered
to review the programs and to make a provisional allotment of aid
amon'g the participating countries. These men were members of the
national delegations of France, the United Kingdom, the etherlands,
and Italy, and were the chairmen or vice chairmen of the most im­
portant technical committees. They were, however, appointed in
their individual, not in their representative, capacities, and were
charged with proposing through the Programs Committee to the
Council a recommended division of American aid.

As guidance for the work of the Committee of Four, the Council
laid down the following principles:

(a) maintenance of food con umption at approximately the 1947 level, except
where a higher level could be justified by exceptional difficultie or increased
production and employment;

(b) maintenance of imports of raw material at a level ufficient to prevent
production and employment from being r duced, e pecially in conn ction with
indu trie. who e activity may directly or indirectly re ult in dollar aving or
earning; widest po ible recour e by participating countries to sourc s of supply
out id the dollar area;

(c) du attention to the volume of exp cted world mark t availabilitie ; and
(d) adju tm nt of the import pric of basic product in accordance with the

mo t up-to-dat information,

Regarding capital equipment goods, th Council recommended
that-
th need. should b a . s d according to the ff ct that uch imports might have
on production likely to r ult in dollar arninO' or aving.

p cial att ntion wa al 0 to b giv n to l' lations between equip­
ment rquirements for 1948-49 and the ov r-all targ ts which might
he , et in the long-t I'm program,

Th OEE ugg ted l' duction in lollar r quirements by recom-
- In nding both th utting of c rtain d llar import and th hifting of

other import from the dollar ar ,a to Europ an or oth l' nondollar
source, Th problenl of meeting th nondollar d ficit wa solved in
larg pUTt by th adoption of th con \ntion 011 intra-European trade

nd pa III nt . ftc r initial for \ t of intra-Europ an trade and
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payments were reconciled, it wa po ible to det rmine each country'
net requirements for assi tance. Certain c untrie were in a po ition
to provide assistance to other countrie. The final recommendation
on the division of aid, therefore, involved the determination of the
amount of direct dollar aid which each country would receive from the
United States and the assistance it would receive from, or extend to
other participants. As a result of this proce , some modification'
were made in both the earlier recommendation on dollar a i tance
and the forecasts of intra-European trade and payment. Final
agreement in the Council was reached on October 16, 1948, and the
entire program for 1948-49, including the recommended divi ion of
American aid, was transmitted to the ECA.

Since August 1948, when the original instructions were ent out by
the OEEC to the participating nations, and in particular ince early
November, when the replies to the que tionnaires were received, the
long-term program covering the year 1952-53 has been the focu of
OEEC activities. Again, advances have been made in the techniques
of programing. The Council has delegated to the Executiv Commit­
tee the direction of the preparatory work on the long-term program
and the Executive Committee has interpreted this directive broadly.
Functioning mainly as a working group, that i , relatively dive ted of
national responsibility, it has undertaken the examination of the na­
tional program submissions, the preparation of report on and analyses
of these submissions, the discussion of the basic economic issues which
have arisen in the course of the study, and the i suing of instruction
to the technical committees engaged in commodity screening. The
Secretariat has taken an increasingly active part in thi proce s; and a
central unit, consisting of the Chairman and Vice Chairman of the
Executive Committee and the Secretary General, ha been et up to
operate as a steering committee.

Simultaneously, work on the second annual program for 1949 50
has been in process. The Programs Committee wa put in immediat
charge of this program, but the work on it ha been conducted,
throughout the OEEC, as an integral part of th long-rang plan.

This approach to the long-term program is significant a an indica­
tion of the importance attached to it by the OEEC. It ha re ult('<l
in a more centralized control over programing within the Organizatioll.
The development of programing technique ha in turn trenO' tlwuul
the OEEC. Not only is it more aware of the fundamental deci ion.
which its member governments must take to achieve Europ an l'eco ­
ery, but its increased prestige should facilitate action on thr ha ir
measure now required.

The procedure used in preparing the long-term program i to pre cut
an economic picture of th participating countrie individually and a.
a group in the fir t year after the end of the European recov ry pro­
gram, howing how the ountries, individually and as a group, e."p{\et
to attain satisfactory levels of production and living conditi n , ind(\­
pendent of extraordinary outside assistance. The prrparation of ueh
a program i by no mean an ef!,sy ta k. The individual national pI' ­
gram ubmi ion of the governments to the OEE arc in many ca
incon i tent with ach oth 'I'. Thi i to be r."preted at thi tage of
preliminary work. The incon i ten ir and dupli 'at ion ~11 pear in
the anti ipated types and quanti tie of e."p rt and ilnp 1't and COll­
sequently in the industrial and aO'ri ultural production, con umptioll t
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and investment targets on which thes trade e timates are based.
Equally important, the po ition of the participating countries as a
group which i forecast in the 19 individual prograins requires a reex­
amination of the anticipated level and term of trade between
we tern Europe and other important I' gions of the world.

To date, the OEEC's work on the long-term programs has consisted
largely in analyzing the prospect of we tern Europe in 1952-53 as
it might be expected to emerge from the uncoordinated submissions of
the participating governments, and in clarifying the issues which
fiU t be settled before a coordinated and realistic we tern European
program can be formulated. During the next several months the
OEEC 'will endeavor to find solutions to thes problems and will
probably not complete its work on the long-term programs until
ometime in the spring of 1949.

The second annual program, that is, the one for the fiscal year
1949-50, will also not be completed until the spring. The OEEC has
obtained program submissions for 1949-50 from each of the partici­
pating countries but it does not plan to undertake the detailed -revision
and coordination of these programs until after the Congre s has
indicated what the maximum extent of American aid may be and until
the work can be done with a clearer view of the needs of the long-term
program for western Europ .

The preparation of an integrated and consolidated long-term
program is of greatest importance. If it is to be developed, basic
deci ions must be taken by member governments and basic questions
must be faced with regard to the pre ent structure of the European
economy. The first stage in inducing governments to adopt the
necessary policy decisions was reached when the OEEC requested its
members to prepare detailed long-term programs for national recovery
as the basis for discussions in Paris. As a result of preparing such
programs, most of which were completed during November 1948,
national governments have become more aware of the nature of their
own individual problem and, as a consequence, it is not unrea onable
to expect that far-reaching decisions will be made affecting national
economic policies.

In the postwar period in Europe it has been difficult to reInove all
controls and re trictions on the flow of international trade and on the
proce s of inve tments. A. are ult, the normal economic forces which
d tennine price directions of trade, and rate of capital inve tment
have not been f~lly operative. In their absence, economic decisions
mu t be made through the proce s of cooperative action. Through the
mechanism by which OEEC tudie in detail the program ubmis ion
of each country, the m 111ber of the Organization ?btain accura~e

knowledge of the gen ral lin of development enVl aged by theIr
neighbors. Theyal 0 have an opportunity to e the point at which
their own plan ar in confli t with tho e of oth l' countrie. The
11lagnitud and nature of th problmll facing the Europ an nations
arc for th fir t tinl , bing d [in d. Sp cifi problem area are
bei~lg i olat d for furth l' ,tudy. This proce of xchanging infor­
Illation in it. If result. in bu. i policy deci, ion by the Gov rnments.
Th ne.rt t p which i. y<.'t to be taken, would involve the deliberate
and con ciou' negotiation aIllong th participants looking toward
conuuon agre nl nt upon the further p Ii i whi h mu t b adopted
by each to in ure COlnpnJ,iblo and cOInpl lllcntary plan.
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During the 'work of the OEEC in the la t year there ha been a
strong tendency to try to define in tati tical term the bilateral rela­
tions of each member \vith the other participant. Thi has been
particularly true in the negotiations leading to the intra-European
payment plan, and there is a ri k that the final reconciliation of the
long-term programs may attempt to define too clo ely the bilateral
trade patterns for each major commodity in intra-European trade.
The OEEC recognizes the importance of avoiding undue crystallization
of the individual trade patterns. If the plan were to attempt to define
the amount of each country's production and the destination of each
ton of its exports, there would be con iderable dano-er that uch rio-id
patterning would result in losing the advantage of competition a an
incentive to efficiency in production and di tribution.

It is clear that the expenditure of ECA funds mu t be controlled and
directed by the ECA. But it is equally clear that ECA funde:; mu t
be spent in a manner which will make the maximum contribution to
European recovery and protect the economy of the nited tates.
Con equently, both the ECA program for Am rican aid and the
OEEC programs to make more ffective u e of Europe' own re. ource
mue:;t be consistent with each other and the two organizq,tion" mu t be
free to make recommendations and suggestion to each other.

The ECA studies the annual programs prepared by the OEEC and
discussee:; possible modifications with the latter in the production,
consumption, investnlent, and trade targets for Europe projected in
these programs. The OEEC recommendations on the amount and
division of American aid are carefully considered by the ECA and the
advice of the OEEC is sought before important change in the recom­
mended figures are made by the ECA.

The OEEC annual programs are used as general guide" by the EC
in the preparation of quarterly procurement programs for th exp ndi­
ture of ECA funds. Where changes in supply condition or oth I'
factors nece3sitate substantial deviations from the agr ed annual pro­
grams, the OEEC is notified by ECA so that it may di cuss the
revisions required in its programs as a consequenc .

To date, the ECA and the OEEC have worked in compl te harmony
and their programs hav effecti vely complement d ach oth r. Th I'

is ev ry rea on to expect that coop ration will be qually clo e in
the future.

One of the most significant results of cooperative action in the OEE
has been the development and operation of the agreem nt for intra­
European payments and compensation. This plan wa de igned to
prevent a stagnation of intra-European trade cau d by paym nt
difficulties. It constitutes th fir t st p toward mutual aid among the
participating countries and multilateral balancing of paym nt among
th mselves.

In the pI' war year, trad betw on th participating ountri
constituted betw en 40 and 50 p rcent of their total trad. Prewar
imports of participating countries from each other wr.r almost four
time as larg as their purcha from the nit d tate. With th
striking in r in importan e of th nit d l tat a Europ an
suppli I' in th ,nd of the war m ri 'an imp rt b. tIl parti i­
pating ountri almo t qu 1 d th ir import £1' m Europ an our
in 1947, but in th fir t half of 194 import by th parti 'ipating un-
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tries from each other exceeded their import from the United States
by 50 percent.

In qualitative terms also, trade among the European countries is of
considerable importance. This tradp traditionally include the flow to·
other participating countrie of coal from the Ruhr and the United
Kingdonl, of teel from Belgium, of potash and iron ore from France,
of "wood pulp and iron ore from Sweden, of fruits and vegetable from
Italy, a 'well a an active interchange of textiles, machinery, vehicles,
and a wide range of specialized manufacture. If the overseas depend­
encies of European countries are included, the range of key commodi­
ties traded in the area is widened considerably and includes phosphates
from French orth Africa, cooper fronl the Belgian Congo and
Rhode ia, and the rich food and raw material resources of 11alaya,
French Indochina, and Indonesia.

The task of reviving mutual trade which eonfronted the European
countrie after the war was a difficult one. The conditions and mecha­
nisms which gave rise to the prewar trading patterns in Europe had
been destroyed. G-ermany "vas largely eliminated as customer and
source of upply. Priee systems were distorted by subsidies, controls
of varying efficiency, requisitioning by military authorities, and black
Inarkets. Curreneies for the purposes of eommercial dealings in
volume were ineonvertible; exehange rates were often artificial and
at be t untested. Reserves in gold and hard curreney had to be
hu band d carefully for the huge requirenlents of importers from the
dollar area. 1rlany countries were slow in returning foreign trade to
private channels. UncleI' these conditions it was only natural that
European coun tries should have resorted to trade an d paymen ts
agreements.

These agreements normally provided for exchanging certain specified
categorips of goods; for offsetting at an agreed rate of exchange the
sunlS representing goods shipped in one direction against the value
of those shipped in the other; and finally, to cover "the inevitable lack
of balance in this trade, for lines of credit to be granted by the central
bank in each country to the other. As a practical matter trade and
paYlnel1ts agreements of this character had to be negotiated and
drawn up bilaterally. Such reciprocal credits eliminated the necessity
for clay-to-day balancing of a counts, and perm.itted the uilding up
of sub. tantial creditor and debtor positions over a period of time
ba ed upon ultimate settlClllent in gold or hy other mean .

In pite of the distortion of normal nluHilateral trade patterns, trade
unch'r these hilateral aOTeements did revive to a. c!egrrc in 1946, but in
the early part of 1947 definit(, tl'ftins in the bilateral paynlent arrange­
llH'llts b~ecallle visible. Practicullyno progJ'rssin the eJ"pan ion of intra­
European trade was lllade in the cour e of 1947 beyond the level reached
during the la t quart r of 194h. This lev('ling ofr wa clue in part to
the increa cd paYlllents difficultie, that wet'(' encountered throughout
1947. In luany' crucial payluent rdatiouships bilatcrnl balance .was
not achieved and line of credit becaIn(' ('J"hHusted. At the anle tIme,
practically all European couutri('s weI'(' D10I'(' and lllOr hard pre cd
for the finun'ing of their purchas('s fronl the \Vr tern Ilelllisphere.
The intra-Europ('aIl debtor, W( l'(' therefol'e illcI'('asing'l. unwilling to
traIL fel' gold or dolln,!' balrtnces in S('tUellH'llt of tIl('ir debt. At the
nUl(' tinl(', tho creditors heCHln(' equally unwilling to extend n ~w

credit to th(' debtor lw'au (' of the poor prosp 'cts of 'veutual repay-
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ment and because of th ir concern over th ir lome tic inflationary
pres ur . ',hat had once eemed 0 d irabl to mo t oun ri s a
to be termed a "favorabl "balanc of trade wa no\v renam d "un­
requited export" and wa con id red a the wor t of conomic
blunders.

To the extent that intra-European buying and elling wa imped d
by lack of the mean of payment, European recovery was being
retarded. It was important, therefore, that the financial obstacle
standing in the way of a more efficient utilization of European produc­
tive facilities be removed or diminished. For a period of time the
ECA financed a portion of intra-Europ an trade by allowing the par­
ticipants to purchase with ECA dollar ne d d upplie from other
participants. Thi method wa regard d by the ECA a a temporary
device to meet a pres ing problem, since it wa felt that it hould not
be neces ary to financ intra-Europ an trad with dollars.

Meanwhil in Pari the OEEC countries \V re devoting their atten­
tion to the creation of a plan which would not only maintain the
volum of trade but \vould provid a fir t t p toward e tabli hinD'
convertibili ty of curren i . This plan \va embodied in the agr ment
on intra-European payments and compen ation, ign 1 by the
participating countries on October 16, 194. nder th plan, th
participating countrie estimate the surplu es and deficit of payments
they expect to have with each other during a pcrified period, if their
recovery plans are to go forward with maximum utilization of Euro­
pean resources. Once these estimates are agreed upon, the creditor
country in each case commits itself to establi h account in its own
currency in favor of its debtor to the amount of the estimate I deficit
in payments. These accounts are called drawing right and ar
made available as grant rath I' than line of credit. For .~ampl,

Belgium i able to export to France the quival nt of 40,000,000
worth of goods and servi es in exce s of the value of h g d and
services which France i in a position to export to Belgium. Fran e,
not holding Belgian credit and not having ad quate gold or dollar
reserve , could not buy these needed additional good an 1 .. rvicc
from Belgium. Under the payment plan, however, B 19ium agrc
to grant to France drawing rights in Belgian franc up to the quiva­
lent of $40,000,000.

The relating of these drawing rights to E A lollar aiel i the IH'.'t

tep. Belgium, although it i a crcditor of Fran ,ha a dollar defi -it
in its trade with the Western H mi phere. How do Belgi1.un ~ ('quir'
the ncce ary dollars to meet this deficit? Th paynl nt plan pro­
po e the following solution: $40,000,000 of the aid whi ·h B'lgium i
allotted by the ECA for the period in que hon i concliti nal up n
Belgium' o'l'anting the drawing ri ht to France agre cl upon. III
other word , Belgium i required in eft' t to arn the 40,000,000 by
pa ing on an equivalent anlount of aid to 1rance in th fonn f good.
and servi('c pai 1for in Belg1an fran . B 19iunl thu hn .40,000,000
available to finance n 'e ary pU1'cha fronl dollnr area"' and the
dollars tlwreby perform a dual function I,: ith ut a IditionnJ c st to
the nited I.. ta tc. Jood.. uppli ~cl b. Br1giurll r an oth( r partici­
patinO' country unch1' thi arrange nH.'n t · ntl'ibut\ t Eur penn
1'e overy prograrn obje ·tive dire ·tl and (fl'c ctiv I.

The abov proce i rep a ted 7 tinlC -'-b t ('('n 'neh 'l'('di t rand
debtor. ountric whi 'h might have e.~p('et('d to re 'ei tlw dollar
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from the ECA without undertaking certain obligations toward their
European neighbor agree under the OEEC plan that a certain portion
of these dollar mu t be earned by the granting of locally financed aid
to certain other participant. The benefits of ECA dollar aid can no
longer be entirely hu banded by it direct recipient but mu t be passed
on in part to th other European countries, thu materially augmenting
the total tran fer of commoditie , goods, and ervices under the
European recov ry program.

In conjunction with the adoption of th1s ba ic principle, the OEEC
went one tep further. It propo cl that a m chani m be established
through which a limited tran ferability of European currencies might
b achieved. Thi device i called multilateral clearing and its op ra­
tion i entru ted to the Bank for International ettlements, operating
in thi re pect under a preci e directive from the OEEC.

}1 or example, in a given period of time it might be found that Italy
a debtor to the United Kingdonl on its current payments with the

nited Kingdonl to the extent of 5,000,000, whi.le Italy is a creditor of
, 5,000,000 in it account with B 19ium. The Unite i Kingdom on the
other hand, i a debtor with Belgium to the extent of $10,000.000. By
the proce s of nlultilateral dearing, Italy's crerlit with Belgium would
be u ed in payment of Italy' debt to the United I(ingdom, while the
United Kingdom would use the credi.t thu~ received aO'ain t Belgi.um
to offset $5,000,000 of its debt to Belgium. Thi, type of multilateral
clearing may be conducted by the Bank for International ettlement
without prior approval of each tran action by the countries involved.
The beneficial result of Llch clearing can be readily perceived. An
all-around reduction of debt ha thus been accomplished, facilitating
the extension of credits to finance further trade.

After the procr ju t de cribed ha been carried a far as possible,
th 1'e remain to be ettled by the Bank for International ettlenlent
a compen. ation agent a large yolume of indebt dne outstanding
between participating nation -, a a re ult of their trad with each other.
The agent then proceed to Inake use of the drawinO' right to the
c.-tent needed for thi purpose. Under the pre nt agreement only the
Bank for Int rnational Settlcnlent i authorized to utilize drawing
rights to ettle debt due from one ERP country to another. By
mean of th e two mechflni ms, multilat ral clearing and utilization
of drawing riO'ht , obliO'ation were di. charged amounting in October
to $ 2,000,000, in ovelllb I' to $67,000,000, and in December to
.' 0,000,000, which would otherwi e haye l' Inained out tanding. If
ueh indebtednc '\verr allowed to accumulat it would aO'ain threaten

to reduce Europran trade to a trictly bilateral hn~ i..
This autolllatic type of IllulLilat eral dearing ho not yrt. attained

great ignificance hrcau e of the di (\quilibriulll in trad ' and payments
am.ong the participant . cvcrth(-le~., it i a ig;niiicallt first E;tep
toward convertibility of CU1TP1l<'i(-,' in hurope. 1101'e com.plet con-

\rtibility of eun'ell('i(~ of the participants Inll t await the COlT ction
of .yce 'ive di pquilib1'in. in t1 ad(\ with oth(\1' P< rticipant. Thi in
turn requil'c~ th \ SUpp1'(' ion of inflation unci a price tructure which
will facilitutl\ trade. In thp llH'Hntin)(\ til(' pa, Ill( nL plan i de igncd
to m.ake po' iblp the Inn. illHllll possibk olulll<' of intra-European
trade dl\ pitf' Hw s(\l'iou~ disequilibria. till (\."istillg in Europr. In
addition, thr OI1.J~.J ~ has adopt -<1 a sprie of Olnll .{'r ial poliey prin i­
pl( ",hil'h it hn rp 'OlnnH'lHlpd to tIl<' participating nation,. Th



George C. Marshall Foundation, Lexington, Virginia

52 EXTEN rol. T OF EUROPEA.I. T RECOVERY PROGRAl\1

principles, if followed, are de ianed to a i t th ountrie t a 'hievC'
the nece ary trade balance.

It i hop (1 to mo\~ pro re i rely toward th 1 jective of con \Tprti­
bility of CUlT ncie and maximum practi 'able fr clom. of trad. The
extent to which such progre \vill b po ible cl p nd upon th co­
nomic and fiLqncial mea ure taken by the pal'ti 'ipatin' 'ountl'i .
The payments plan in it pre ent .form leave much to be de ir I a an
instrum.ent ill bringing about trade equilibrium in \Ve tern Europe and
a greater convertibility of currencie. The OEEC i continuing it
studies concerning the relation hip of the pre nt plan to the e obj c­
tiv . However, the pre ent plan r pre ent a t p toward th e
goal. It I've the im.m.ediate need of preventin a rever ion to th
type of bilaterali m in trad and paynl nts amon the parti ipant
which existe I immediately after th wal' and n ourag a greatrr
utilization of European resources in the intere t of recovery.

In the past year the OEEC has concentrated upon production and
di tribution programs and on problem of intra-European payment.
It ha been unable, becau e of the pre ure of work, to levote uffici nt
attention to problem of furthering the adoption of ouncl monetary
and budgetary poli ie by the participating countrie. ontrol of
inflation should be a major ubject for on idera tion by the organiza­
tion during it next year of operati n. \' ork t Iso n oed to be cl"nr>
looking toward the e tablishlllent of CUlT ncy convertibility within the
participating-country area at the earliest pos ible date.

Work is already well under way in tudying what ha been tenned
the very root of the probl m of commercial di equilibrium, the prin iple
of commercial policy which mu t be adopted in orcler to prrnlit the
e tabli hment of a v tenlof table trade l' lation and to facilitat<\ th
purchase of. those cOlllmoditie lllO t n0C2 ary for recover" Th
elilllination of ob tade to the fre flow of trade will 0 UP. the atten­
tion of the OEEC to an increasing e.'tent, . pecially a prohkm of
production are solved and the physical availability of c lllmoclitie
Increases.

A the OEEC shift it att ntion frolll the problem of urgent COlll­
modity need to the lnore fundamental a pect of recover, , it brc 111(':
increa ingly evident that efte tive action lllU t be ba rd upon a 11}OrC
cOlnplete knowledge of the dynamic tructure of thr . r Tcnd 11.Juropeun
econ mie. With the acti ve upport of the EC ,th \ OEE hn.;;; he('ll
turning its attention to an exploration f po ible lndhod. of (\vnlun ting'
the current tatu and declared goal.' of participating countl'i(\k ill t('I'Il\S
of the source and application of national revenue nnd aving'.. Thi.
orirntation towarcl natiolle.l-account tudie ha b(\en parti ularlyevi­
drIlt in the e1np11a i upon th rrlati n hip betw( n invc. tllwnt plnn.
and tlw levels of national incolne in exarnining th long-t nn pI' g'l'mn..

lthoug'h fa cd with nlanv riou dcfi i uci in the national. ta ti.­
tic available, the OEE wiiI endeavor to n ake the funr t J ihll' n. (\
of th national a count tudie which arl' url'(\ntly in pl'ogn. s in
cl'rtain of thr participating countric and will encouragr fUl'tlH'I' wor)­
along silDilar linr by other participant , both a an aid to the planning
of nn ti nal poli i and a thl' ba i f l' judo-ing ua ti nal program .
It i. 1'( cognize 1, how v 1', that adequate and lnparabl inf l'lnation
i not likel. to b a aile. ble for Olll tinl t III to pI' id an
meaningful OlDpari on betw n on countr and an tIl r.
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As the long-term program for the reco·very of the various countries
move from the planning and di cu ion tag into actual operation, the
OEEC ·will devote increa ing attention to the development of a suitable
mechanism for comparing the re ults achieved with the standards of
recovery progre s implicit in the goal defined by the program. While
in the early tages the n1ajor empha i has been upon the preparat.ion
and revi ion of plan for future action, the coming year \vill call for
increasing enlphasis upon reporting of action taken and mea urement
of accomplishment, both a the ba is for future actions and in order
to in ure that programs are a,ctually being carried out in accordance
with the announced intentions of the participating countries to the
be t of their abilities.

Another field, which has thus far received inadequate attention, is
the developlnent by each country of a competent group of technicians
to ,york on product design, production techniques, and marketing
urvey. Some of this work might be coordinated by the OEEC.

Europe mu t live by its eArport of manufactures. It can only do this
if the e manufactures can meet competition in world markets in prices,
quality, and design, and in packaging and sales technique. Above all,
costs mu t be reduced through efficient organization of production.

The effectiveness of any free ystem depends to a great extent upon
the confidence and support which people living under the system accord
to it institutions and to the national government. Here the OEEC
can make an effective contribution in the future in helping each
government to encourage the participation of it citizens in the formu­
lation of national recovery policies and to acquaint them with the
nature of the problems involved ill working toward European recovery.
The common objective of both the nited tate and the participating
countries will be served through encouraging a fuller and cl arer under-
tanding of the part which the nited .... tates is playing in European

recovery and its motives for 0 doing.

App IBNDIX II

u:.\r~rARY OF HE RI GS

Hparing on the extell ion of the European n covary program were
0lwllec! on February 8, 1949, when the onlmiUee on 1~ ol'eign ffairs
11l0t in joint. session with th(~ COffilnitt(\(' on Foreicrn Rdn tion of the

enate and heard Hon. Paul I Iofi'nul,n, Administrator for Economic
Coopera tion, \vho revic\v(\d the accompli 11111cn1.., problenl , and out­
look of the progran a a ,vhole, an(l 11011. 1)(\i1,1) Ache on, \. (cl'(~tary of
Stnh\, who covered tll<' relation of tIw progrmn to the brond a, peets
of United Stntes policy. 111'. Hofl'Innn npp(\ul'(\d hefore t.he con1­
Initt(\l' again during tIl(' henl'ings on ~\\hnml'Y 1() nnd 17.

ALo on Fd)rual' ,lIon. W. AV('l'ill IIi J'l'lnlnn, UnitNI .. tate
l)('('iul r('}) 1'(\, (~ll tat i\Te in Europe 0 f t lw I~conOlni(' Cooperation Ad­

1l1jni, trahon, pn's(\llt<\d to the conunit t<\(~ a conllH'phpnsive picture of
tlw d('YelopnwnL of tIl(' prognun jn EUJ'ojH'. ~\Jr. IInrrinlan further
(\.·plnill('(l the situation in E11J'OJH' to the cornrnitt('(\ in (\x(\cutive
,(\ssion OIl F('hJ'u nry 9.

On F('hrunl', 10" nnd 11 it d<'tnil(\d pn~s(\ntatjon \ H, nla<!r of th
results of tIw progl'nIll to dnt(' and of Lll(' pl'ospedive d(\ elOplll(\nt in
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six of the principal participating countri by the followin ml lOn
chief repre enting the Economic oop ration Admini tration in
Europe:
Mr. Thoma K. Finletter, Chief, Economic Cooperation AdminLtration Mi ion

to the nited Kingdom.
Mr. David K. Bruce, Chief, Economic Cooperation AdminLtration ::vIi ion to

France.
Mr. J. D. Zellerbach, Chief, Economic Cooperation Admini tration ::vIi sion to

Italy, accompanied by Mr. Vincent Barnett, Chief of Program Division, Eco­
nomic Cooperation Admini tration Mis ion to Italy.

Mr. . H. Collison, Deputy Chief, Economic Cooperation Admini tration Mi ion
to United States-United Kingdom occupied area of western Germany and
representative of the Economic Cooperation Admini tration to the French zone
of occupation of Germany.

Mr. E. A. Staley, Jr., Chief, Economic Cooperation Admini tration ::vIi ion to
orway.

Dr. Alan Valentine, Chief, Economic Cooperation Admini tration Mi ion to the
etherland .

In executive session on February 15, the committee heard Hon.
Dean Ache on, Secretary of tate Mr. Paul H. itze, Deputy to the
Assistant ecretary for Economic Affair, and Mr. Charle Bohlen,
counselor, Department of tate, who discus ed the confidential phase
of United States foreign policy.

Mr. Alfred Fripndly, Director, Information Divi ion, Offic of the
Special Representative in Europe of the Economic Coop ration Ad­
ministration, reviewed for the committee on the same day the opera­
tions and results of the information program of the Economic Cooper­
ation Administration in th participating countrie. He ,va followed
by Mr. Richard Bissell, Jr., Assistant Deputy Admini trator,
Economic Cooperation dmini tration who went into th m ~thod

by which the aid programs are determined and c.arrlod out by th
Economic Cooperation ._ dmini tration in a hington. loon
February 15 Dr. D. A. FitzGerald, Director, Food and. gri ultur
Division of the Economic ooperation Admini trat10n, pI' ented to
the committee the food and agricultural a pect of the program from
the tandpoint of the requirement of the participating ountri .
Dr. FitzGerald appeared again before the committ e on F bruary 17.

The finaneial aspects of the progranl, both in the nit d tate and
in the various partieipating countrie , w.r explored on February 17
by Hon. John W. Snyder, ecretary of th Trea llry. Hon. hade
F. Brannan, Seeretary of Agrieulture, also appear d on F bruary 17
and review d the agrieultural position of the United tate and tIl(
impact of the program on the American agrieultural economy.

~fr. Richard 1'1. Bi 11, Jr., Deputy Adnlini, trator of the EcolJomi ·
Cooperation Admini tration, again appeared before the committe on
F bruary 1 and di eu d furth I' the e timated dollar requirement
of th) participating countrie. Hp wa followed by ~fr. amu 1 V'l.
An l.cr on, Chief, Industry Divi ion Eronomic Cooperation dmini­
tratlon, ,vho gave a detailed pictur of th progre of indu trial
~ecovery a~l(l production in Europe and th plan. of the participat­
Ing countl'lc for po"pan 1,lin thi fidel. ~ I on F('hrunrv 1 ~rr.

Bori hi. hk1n Dirrctor of th' European La ho1' Di\Ti ion. Ec n mic
Coopera IOn Arlministrati n. analyzNl f r the cOlnnlitt< (' the labor
itl..1ati?1l and it att(\ndnnt problrnl in the Yariou~ parti 'ipating
ountnc .
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In executive e sion on ~larch 3 the committee heard Hon. Ernest
A. Gros and Hon. 'Villard L. Thorp, A. sistant ecretaries of State,
who related the commitments under the European recovery program
to the undertakings of the United StateL in other sectors of our
economic foreign policy.

Aloin executive se sion on ~larch 11 variou financial a peets of
the program were explored by ~lr. Herbert E. Gaston, Chairman of
the Board of Directors, Export-Import Bank~ and ~1r. J. Burke Knapp,
Office of Financial and Development Policy, Department of State.

In addition to those named above, the committee also heard the
following leaders in American civic groups, and industry and com­
merce, who discussed the objectives of the program and its relation
to particular problems of United States foreign policy:
Mr . Kathryn H. Stone, first vice president, League of Women Voter of the

Lnited State.
Mr . Laura Puffer Morgan, chairman, governmental information, ~Tomen's

Action Committee for Lasting Peace.
Mr. John C. Lynn, representing the American Farm Bureau Federation.
Mr. W. R. Ogg, director of international affairs, American Farm Bureau Federa­

tion.
Mr. Merwin K. Hart, president, National Economic Council, Inc.
Mr. John M. Costello, Wa hington representative, American League for an Un­

divided Ireland.
Mr. Charle T. Rice, national vice pre ident, American League for an ndivided

Ireland.
Mr. Thomas H. Buckley, commissioner of administration and chairman of the

commis ion of administration and finance, State of Ma achusetts.
Mr. Seamus MacDermott, editor, the Gaelic Amedcan.
Mr. Patrick J. Mc elis, pre ident, Pennsylvania Federation of American Societie

for Irish Independence.
Ir. Robert V. Clarke, director of public relations, Penn ylvania Chapter, Ameri­
can League for an Undivided Ireland.

Hon. Henry A. Wallace, former Vice President of the United State.
l\Ir. Frederick J. Libby, executive secretary of the ational Council for Prevention

of War.
Ir. Gilbert A. Harrison, national chairman, American Veterans Committee.
fr. T orman M. Littell, member of the District of Columbia Bar.

Mr. Roy W. Gifford, chairman of the board, Borg-Warner International Corp.
l\1r. Robert E. Rodes, of Casablanca, Morocco.

Also appearing before the committee were the following representa­
tives of special-interest groups who reviewed the impact of the program
on particular sectors of the domestic economy:
Mr. D. T. Buckley, representative of the oal Exporters Association of the United

States, Inc.
:\1r. L. Dan Jones, attorney, Independent Petroleum .Assoc}ation of America.
:\1r. E. W. Reed, pre ident, Shellabarger, Inc., of Salma, Kan .

fr. Paul H. Lacques, Bigham, Englar, Jones & Houston, attorney at law, ew
York, N. Y.

PPENDIX III

I Y OP IS OF THE BILL

ection 1: Thi ection mak s two changes in ection 102 (a) of the
act. The first change bring ction 102 (a) up to date by recognizing
that th "joint organization" for economi cooperation r f rred to
now exi ts. The econd cbang i a statOlnent that it is the policy
of the people of th ni ('(1 Late to (\11 'ourag th. unification and
federation of Europe.
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Section 2: Section 104 (e) of the act permit the Administrator to
e;mploy 100 persons without regard to the provi ions of the Classifica­
tIon Act of 1923, of whom 25 may be paid up to $15,000 per year and
the others may be paid up to $10,000 per year, the highest rate allowed
by the Classification Act at the time the Economic Cooperation Act
was enacted. Since that time the maximum rate under the CIa sifica­
tion Act has been increased to $10,330. The amendment substitutes
for the prior ceiling of $10,000 the highest rate authorized by the
Classification Act, as amended. The change conforms the ceiling to
last year's amendment of the Classification Act and to any further
amendments which Congress may adopt from time to time.

Section 3: This amendment to section 105 (c) of the act is a technical
,change which substitutes for the reference to section 6 of the act of
,July 2, 1940 (54 Stat. 714), as amended, which act has now expired,
a reference to the recently enacted Export Control Act of 1949.

Section 4: This amendment expressly provides for a Deputy United
'States Special Representative in Europe, who shall be appointed by
the President, by and with the advice and consent of the Senate,
"Tith the same compensation and allowances as a chief of mission,
class 3, and "Tho shall perform such functions as the United States
'Special Representative shall designate and shall be Acting United
'States Special Representative during the absence or disabiL ty of or
.during a vacancy in the office of United States Special Representative.

Section 5: Section 109 of the act is amended to permit the Adminis­
trator in his discretion to raise the compensation and allowances of
,chiefs of ECA missions above the present ceiling, which is the maxi­
mum rate provided for the Foreign Service Reserve and Staff by the
Foreign Service Act of 1946, to the same compensation and allowances
as a chief of mission, class 3 or class 4.

Section 6 (a): This amendment requires that at least 50 percent of
the goods procured in the United States under the program hall be
transported in United States flag vessels to the extent that they are
available at market rates "for United States flag vessels, not to exceed
a reasonable differential above current world market rates." The
change clarifies the language "market rates" appearing in section
111 (a) (2) of the act by specifying that the market rates referred to
are the market rates for United States flag vessels, so long a tho
amounts by which such rates exceed current world market rate are
reasonable.

Section 6 (b): This section amends section 111 (b) (3) of the act,
concerning guaranties, in several respe:cts.

Paragraph (1) clarifies the meaning of the word "projects" by speci­
fying that guaranties can be made for the "expansion, modernization,
or development of existing enterprises."

Paragraph (2) refers to guaranties of informational media "con i t­
ent with the national interests of the United States."

Paragraph (3) amends the informational media provi 0 in the act,
which places a $15,000,000 limitation on nch guaranties in the fir L
year of the prograIn , so that the same limitation will apply on the
amount of informational media guaranties made in any fiscal year.

Paragraph (4) provides as does the original e tion, that the guar­
anty shall not exceed th~ amount of dollar invested in the project
and it adds th reto "plus actual earning or profits on said project to
the extent provided by such guaranty."
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Paragraph (5) defines the term "inve tment" to include the furnish­
ing of capital good item and related ervice, for u e in connection
with projects approved by the Admini trator, pur uant to a contract
providing for paynlent in whole or in part after June 30, 1950.

Paragraph (5) al 0 expand the cop of a guaranty 0 that it not
only indu Ie convertibility from local currencies to dollars but also
provides for cOIllpensation in dollars for 10 of all or part of the
inve tment by rea on of seizure, confi cation, or expropriation; destruc­
tion by riot revolution, or war; or ·when in the opinion of the Admin­
istrator any la y or other governmental action, oth l' than measures
affecting conver ion of currency, prevent the further tran action of
bu ine covered by the guaranty.

Paragraph (6) adds to the provi ion in the act that the total amount
of guaranties shall not exceed $300,000,000 a provi 0 that any fund
alloca ted to a guaranty and renlaining after all liability of the United

tat a sumed in connection with said guaranty has been released,
di charged, or otherwise terminated, hall be available for allocation
to other guaranties.

ection 6 (c): This section amends ection 111 (c) (2) of the act in
th following re pects.

It authorizes the Administrator to issue notes from time to time,
for the purpo e of carrying out the guaranty provi ions of the act, for
purcha by the ecretary of the Treasury in an amount not exceed­
ina in the aggregate $300,000,000 less any amount allocated prior to
April 3, 1949, for the purpose of making guaranties.

A clarifying amendment insert tlI words "for as istance on credit
term" after the word "Washin 'ton" in the ixth sentence of ection
111 (c) (2). This makes explicit that the sentence refers only to the
allocation of fund to the Export-Import Bank for extending loan
a i tance and not to any uch allocation in connection with the
nlaking of guaranties.

ection 7 (a): The pre ent ection 112 (c), which provide that not
Ie than 25 percent of all wheat hipments to participating countries
financed by ECA grants shall be in the form of flour, i deleted.

l l'ction 7 (b): This amrndment to ection 112 (g) of th act is
a technical chanae which ubstitute for th refer n'e to ection 6
of the act of July 2, 1940 (54 tat. 714), as amended, which act ha,
now expirrd, reference to the recently enacted Export Control
Act of 1949.

l('ctlon 7 (c): Thi anlenclment to th(' present ('etion 112 (h)
provide that, to the extent con istent with the purp e of the act
and in ofar a i praeticabk, rea onabl(' In[ormt tion onc rning
ECA-financed purcha"'e hall h' macl(' aVallable t uppli('r in the
United, Latrs a~ far in advance as po. sible',

l ection 7 (el): Thi anH~ndmcnt achl to e Lion 112 as a n w sub­
section, the provi ion cont.ained in e ·tion 202 of the For ian Aid
Appropriation Act, 1949 (Public Law 79;3, 01,11 ona .), that E A
fund hall not be u cd for the purcha. 0 in bulk f any comIlloditie at
price high r than the nutrkcL pl'ic prevailing in the nited, ~tat at
Ow time of the purcha e adju t<'d for dilferenG(' in the co t of tran ­
portaLion to de tination, quality, an(I LCrIll of po,. ill nt.

Section <. (a): Po,rngnl} h (1) adds to .('etion 114 (c) of th(' act
authorization of $1,100,000,000 for tIl(' p(\]'iod .. pri] ; , 1949, througl
JUll(\ ;)0, 1949, and of $4,2 0,000,000 for 1,h \ fiscal ('ar 1950. Th
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paragraph further provide that any appropriat d fund for p riod
prior to June 30,1949, which may be unobliO'ated on June 0,1949, or
subsequently released from obligation, hall b available for obligation
during the fiscal year 1950.

Paragraph (2), amending the la t ntence of ection 114 (),
states that the authorization made ar limited to the period nding
June 30, 1950, in order that t.he Congres may pa on any ub equent
authorizations.

Section 8 (b): Section 114 is am.ended by adding a new sub ection
directing the Reconstruction Finance Corporation to advance up to
$1,000,000,000 pending the enactm nt of a new appropriation to
carry out the provi ion of the act.

Section (9) (a): Thi provision amend ection 115 (b) (6) of the
act, which provides that a participating country make 10 al currency
deposits in a counterpart fund comm.en urate with dollar a i tance
received on a grant ba is, to give the Adm.ini trator the authority
to waive, in his discretion, uch counterpart depo it \vith respect to
(1) te hnical assistance furni hed under ection 111 (a) (3) of the
act and (2) ocean tran portation furnished on nited tate flag
vessel under section 111 of the act to th extent that th char 'es for
such transportation exceed the cost of ocean freight at world market
rates.

Section 9 (b): Section 115 of the act is amended by adding two new
subsections (h) and (i). Subsection (h) provides that not less than
5 percent of each local currency account shall be made availabl to
the Government of the United States for expenditures for materials in
which the United States faces a deficiency or potential deficiency and
for other local currency requirements of the United tates Govern­
ment. This is substantially the provision that appears in titl I of the
Foreign Aid Appropriation Act, 1949 (Public Law 793, Oth ong.).

Subsection (i) amplifies the function of the Admini trator with
respect to initiating and assisting appropriat agenci of the nited
States Government in procuring and stimulating increased production
in participating countries of materials which are l' quir d by the
United States as a result of deficiencies or pot ntial deficiencies in
its own resources. This subsection also provide that th Adminis­
trator in addition to his other duties shall procure strat gic and
critical materials in the participating countries within th limits of
the appropriations and contract authorizations of the Bur au of
Federal Supply, with the approval of the Director of the Bureau, for
periods up to 20 years. Contracts negotiated under this section
may provide for paym nts in advance of deliv ries.

Section 10 (a): This addition to ction 117 (c) incorporates into
the act th provision now contained in the For ign Aid Appropriation
Act of 1949 (Public Law 793, 80th Cong.) that the Admini trator
shall fix and pay a uniform rat per pound for the ocean tran portation
of. relief packages hipped to any parti ipating country, .~c pt for
hlpmnt by individual to individuals.

Section 10 (b): Thi amendment to e tion 117 (d) of th act i a
tcchni al ('hange whieh ub titute for th ref I' nee to ction 6 of
th a t of tJuly 2,1940 (54 tat. 714), a amend d, which < t ha now
e~~pircd, a ref I' nc to the I' c ntly na('t d E.~I ort ontrol ct of
1949.



George C. Marshall Foundation, Lexington, Virginia

FINDING ND DECLARATION OF POLICY

ApPENDIX IV

COMPLIA... CE OF REPORT WITH THE RAMSEYER RULE

59EXTE... ION OF EUROPEA.L - RECOVERY PROGRAM

ection 10 (c): Thi., amendment add a new ub ection to section
117 of the act. It authorizes the dmini trator to request that vessels
be made a\Tailable to Italy by the United tate 11aritime Commi sian
for the purpo e of tran porting emigrant from Italv to destinations
other than th "United tates, and require the United States Maritime
Commi sian, upon the Admini trator' request, to make such ve sels
available, notwithstanding any other provi ions of law. '

The proYi ion tate that not more than 10 ve sels are to be made
available at anyone time; that title to the ship i to remain in the
United tate Government; and that the ships must be return d to the
United tate not later than June 30, 1952, and are subject to recall
at an earlier date by the Pre ident.

SEC. 102. (a) Recognizing the intimate economic and other relationships
between the United States and the nations of Europe, and recognizing that dis­
ruption following in the wake or war is not contained by national frontiers, the
Congress finds that the existing situation in Europe endangers the establi hment
of a la ting peace, the general welfare and national intere t of the Unit d States,
and the attainment of the objective of the United ation. The restoration or
maintenance in European countrie::> of principles of individual liberty, free insti­
tutions, and genuin independence rests largely upon the e. tabli hment of sound
economic condition , table international economic relation hip , and the achieve­
ment by the countries of Europe of a h aIthy economy indep ndent of extraor­
dinary out ide as i tance. The accomplishment of these objective calls for
a plan of urop an recov ry, open to all uch nations which cooperate in such plan
ba ed upon a . trong production effort, the expan i n of foreign trade, the creation
and maintenance of internal financial stability, and the developm nt of economic
coop ration, including all po... ible teps to e tabli h and maintain equitable rates
of exchange and to bring about the progre sive limination of trad barriers.
~indful of th advantag which th United tateR ha enjoy d through the exist­
ence of a larg dome tic market with no int rnal trade barrier, and believing that
similar advantages can accru to the countri of Europe, it i declared to be the
policy of th p ople of th United tateH to encourag th 8e countri through [a]
their joint organization to x rt u'tain d common effort [as set forth in the
I' port of th ommitt of European Econ mic oop ration •ign d at Pari on

ept mb I' 22, 1947, whi h will •p dily] to achi v speedily that ec nomic co­
operation in Europ which i. ntial for lasting p ac and pro perity. It is
furth l' dclard to b the p licy f th P opl of th nit d tate to encourage
the unification and federation of Europe, and to . u. tain and tr ngthen principl s of
individual lib rt y, fr institution. , and g nuin ind pend nce in 1..urop through
a.. istanc to tho. countries f Europ which parti ipat in a joint l' covery
program ha' d upon ._elf-h lp and mutual oop ration: Provided, That no a. i t­
anc to th participating countri('f; h rein cont mplat 1 'hall riously iml air
the economi Htahilit y of th Unit 'd ~ 'tat (':::i. It is fnrth I'd ciaI'd to b the p licy

Th bill to amend the Econonlic Cooperation Act of 1948 amends
title I of Public Law 472, Eighti th Congress. In accordance with
clause 2a of rule XIII of the rules of the House of Representatives,
there is included in thi report the text of the said title I, the repealed
wording being hown by inclusion within heavy brackets and the new
language shown in italics, a follow :

SEC. 101. Thi title may be cited a the "Economic Cooperation Act of 1948"
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(b) It i the purpo e of thi title to effectuate the policy et forth in ub. ection
(a) of this section by furnishing material and financial a . i tance to the partici­
pating countries in such a manner as to aid them, through their own individual
and concerted efforts, to become independent of extraordinary out ide economic
assistance within the period of operations under thi title, by-

(1) promoting industrial and agricultural production in the participating
countries;

(2) furthering the re toration or maintenance of the oundne of European
currencie , budget , and finance ; and

(3) facilitating and timulating the growth of international trade of
participating countrie with one another and with other countri . by appro­
priate mea ures including reduction of barrier which may hamper uch
trade.

of the nited. tate that continuity of a .i.'tanc provided by the nited tate
should, at all time, be dependent upon continuity of cooperation among countries
participating in the program.

SEC. 104. (a) There is hereby e. tabli hed, with it principaloffic in the Di:trict
of Columbia, an agency of the Government which hall be known as th Ec nomic
Cooperation Administration, hereinafter referred to a the Administration. The
Admini. tration hall be headed by an Admini trator for Economic oop ration,
her inafter r ferred to a th Admini trator, who hall be appointed by the Pr i-
dent, by and with the advic and con ent of th enate, and who ..hall r c iv
comp n. ation at the rate of $20,000 per annum. The Admini~trator shall be
respon ibl to the Pre ident and hall have a tatu in the ex cutive branch of the
Governm nt comparabl to that of th head of an executiv departm nt. .:./xc pt
a oth rwi. provided in this titl ,th admini tration of the provi 'i n.~ f thi.
tit! i. h r by ve. ted in the dmini trator and hi' function hall b p rfonned
und r th control of th Pre. id nt.

(b) Th r shall b in th dministration a Deputy dminiRtrator f r Econ mi
Coop ration who 'hall b appointed by the Pr . id "nt, 1y and with th advi('(' and
con nt f th · nate, and Rhall r ceiv comp ll.'ation at til rat of. 17,500 p r
annum. Th D puty AdminiRtrator for E on mi Co p ration shall p rf rm
uch functi nR as th dministrator .,hall de'",ignat ,and ..hall b cting dmini.'-

trator f r Economic Cooperation during the' abo n r disability of til dminis-
trator or in th event of a vacancy in th offi of dministrat r.

SEC. 103. (a) A used in thi title, the term "participating country" m an ­
(1) any country, together with dependent area under it admini tration,

which signed the report of the ommittee of European Economic Cooperation
at Pari on eptember 22, 1947; and

(2) any other country (including any of the zone of occupation of Ger­
many, any areas under international admini tration or control, and th Free
Territory of Trie te or either of its zone) wholly or partly in Europe,
together with dependent areas under it administration;

provided uch country adheres to, and for 0 long as it remain an adher nt to,
a joint program for European recovery designed to accompli h the purposes
of this title.

(b) Until uch time as the Free Territory of Trie te or either of its zones
become eligible for as i tance under this title a. a participating country, as i. t­
ance to the Free Territory of Trie te, or either of it zone, i hereby authoriz d
under the Foreign Aid Act of 1947 until June 30, 1949, and the aid Foreign Aid
Act of 1947 i. hereby amended accordingly, and not to xc ed . 20,000,000 at of
fund authorized to be advanced by the Recon truction Finance orporation
under ub ection (a) of ection 114 of this title, or under ub ection (d) of. chon
11 of the For ign Aid ct of 1947 notwith tandina any appropriation h r tofore
made under such ct, may be utilized for the purpo. e of thi ub. ction: Pro­
vided, That ection 11 (b) of the Foreign Aid Act of 1947 hall not apply in r . pect
of the Free Territory of Tri . te or either of it zone : And provided further, That
the provi lOn of ection 115 (b) (6) of thi title hall apply to local currency
depo ited pur uant to ection 5 (b) of that Act.

60
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SEC. 105. (a) The Administrator. und l' the control of th President. shall in
addition to all oth l' functions v st d in him by thi. tit!

(1) review and apprai. th l' quir m nt of participating countries for
a sistance und l' th t nns of this titl ;

(2) formulate programs of Unit d Rtat sassi. tanc und r thi title, includ­
ing appr val of p cific proj cts whi h hav b n submitt d to him by the
participating countri

(c) The Pre ident is authorized, pending the appointment and qualification of
the first Admini trator or Deputy Admini trator for Economic Cooperation
appointed hereunder, to provide, for a period of not to exceed thirty days after the
date of enactment of this Act, for the performance of the function of the Adminis­
trator under this title through such departments, agencie , or establishments of the
United State Government a he mav direct. In the event the Pre ident nomi­
nates an Admini trator or Deputy Admini trator prior to the expiration of such
thirty-day period, the authority conferred upon the President by this ubsection
shall be extended beyond uch thirty-day period but only until an Administrator
or Deputy Administrator qualifies and take office.

(d) (1) The Admini trator, with the approval of the President, is hereby au­
thorized and empowered to create a corporation with uch powers a the Adminis­
trator may deem necessary or appropriate for the accompli hment of the purpo es
of thi title.

(2) If a corporation is created under this section-
(i) it hall have the power to ue and be sued, to acquire, hold, and di po e

of property, to u e its revenues, to determine the character of any nece sity
for it obligations and expenditures and the manner in which they shall be
incurred, allowed and paid, and to exercise uch other powers a may be
nece ary or appropriate to carry out the purposes of the corporation;

(ii) its powers shall be set out in a charter which shall be valid only when
certified copies thereof are filed with the Secretary of the Senate and the
Clerk of the House of Representatives and published in the Federal Regi tel',
and all amendments to such charter shall be valid only when similarly filed
and published;

(iii) it shall not have succession beyond June 30, 1952, except for purpo es
of liquidation, unless its life is extended beyond such date pursuant to Act
of Congres ; and

(iv) it hall be subject to the Government Corporation Control Act to
the arne extent as wholly owned Government corporation listed in ection
101 of such Act.

(3) All capital stock of the corporation shall be of one class, be i sued for ca. h
only, and be subscribed for by the Administrator. Payment for such capital
stock shall be made from fund available for the purpose of this title.

(e) Any department, agency, or e tahli hment of the Government (including,
whenever used in this title, any corporation which is an instrumentality of the
United tates) performing functions under this title is authorized to employ, for
duty within the continental limits of the United States, such per onnel as may be
nece. sary to carry out the provision and purpose of this title, and fund available
pur uant to section 114 of this title shall be available for personal ervices in the
Di trict of Columbia and elsewhere without regard to section 14 (a) of th Federal
Employee Pay Act of 1946 (60 Stat. 219). Of uch per onnel r>mployed by the
Admini tration, not to exceed one hundred may be campen ated without regard
to the provisions of the Classification Act of 1923, as amended, of whom not more
than twenty-five may be compensated at a rate in excess of [$10,000 per annum]
the highest rate authorized by s'lich Act, but not in exc s of $15,000 per annum.
Experts and consultant or organizations thereof, as authorized by ection 15 of
the ct of Augu t 2, 1946 (U. S. C., title 5, sec. 55a), may be mployed by the
Admini tration, and individuals so employed may be compen ated at rates not.
in xce of $50 per di m and while away from their hom or regular places of
businesb, they may be paid actual travel expenses and not to exceed $10 per diem
in Ii u of subsi tence and oth l' expenses while a employed.

(f) The Administrator may, from time to time, promulgate. uch rule and regu­
lations as may be nece sary and proper to carry out hi function under this
tit! , and he may delegate authority to p rfonn any of uch function to his
subordinate, acting under his direction and under rule and regulations pro­
mulgated by him.

61EXTENSIO OF EUROPEA :r RECOVERY PROGRAM
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SEC. 106. Section 4 (a) of the Bretton \i\7"oods Agreements Act (59 'tat. 512,
513) is hereby amended to read as follow :

" EC. 4. (a) IL order to coordinate the policie. and op ratiol, of the repre­
sentatives of the United tate on the Fund and the Bank and of all agencies of
the Government which make or participate in making foreign loan. or which en­
gage in foreign financial, exchange or monetary tran actions, there i herebyestab­
lished the K ational Advi, ory Council on Inter1' ational :\Ionetarv and Financial
Problem. (hereinafter referred to a, the 'Council'), consi"ting of the ecretaryof
the Trea ury, as Chairman, the Secretary of State, the I ecretary of omm rcC',
the Chairman of the Board of Governor of the Federal Rc.:erve 8y. tern, th
Chairman of the Board of Directors of the Export-Import Bank of \i\'a. hingtoIl,
and during uch period as the Economic Cooperation Admini:-;tratioll shall COll­

tinue to exist, the Administrator for Economic Coop ration."

EXTE SION OF EUROPEAK RECOVERY PROGRMI62

(3) provide for the efficient execution of any uch program as may be
placed in operation; and ~

(4) terminate provision of a istance or take other remedial action as
provided in section 118 of this title.

(b) In order to strengthen and make more effective the conduct of the foreign
relations of the United States-

(1) the Administrator and the Secretary of tate hall keep each other
fully and currently informed on matter including pro pective action, aris­
ing within the scope of their respective' dutie which are pertinent to the
duties of the other;

(2) whenever the Secretary of State believes that any action, proposed
action, or failure to act on the part of the Admini trator i incon i tent with
the foreign-policy objectives of the United State, he hall con ult with the
Administrator and, if difference of view are not adju ted by con ultation,
the matter shall be referred to the President for final deci ion;

(3) whenever the Administrator believes that any action, propo ed action,
or failure to act on the part of the Secretary of State in performing function
under this title is inconsistent with the purpose and provi.jon of thi. title,
he shall consult with the Secretary of State and, if difference of view are
not adjusted by consultation, the matter hall be referred to the President
for final decision.

(c) The Administrator and the department, agency, or officer in the executive
branch of the Government exerci ing the authority granted to the Pre ident by
[section 6 of the Act of July 2, 1940 (54 tat. 714), a amended,] the Export
Control Act of 1949 shall keep each other fully and currently informed on matters,
including prospective action, arising within the cope of their respective duties
which are pertinent to the duties of the other. \Vhenever the Admini trator
believes that any action, proposed action, or failure to act on the part of such
department, agency, or officer in performing function. under thi title is incon­
sistent with the purpo. es and provisions of this title, he hall con ult with such
department, agency, or officer and, if differences of view are not adju~ted by
consultation, the matter shall be referred to the President for final decision.

SEC. ] 07. (a) There i hereby created a Public Advi.ory Board, h I' inafter
referred to a~ the Board, which hall ad\'i e and con. ult with the Administrator
with respect to gen ral or basic policy matter.. ari ing ill connection with the d­
ministrator' discharge of hi. I' pon. ibilitie. Th Board hall con. i t of the
Admini traLor, who hall be Chairman, and not to exceed tw lye additional mem­
ber to be appointed by the Pre ident, by and with the advice and consent of th<'

enat , and who, hall b . el cted from among citizen.~ of the U 11it d Stat. of
broad and varied xp rience in matt r::s affecting th public interest, other than
offic rs and employe. of th Tnit d ~'tate. (in ludillg auy ag HCy or in.'trum n­
talit.y of ~h United tat s) who, as such, regularly l' ceivC' mp<'nsation for cur­
l' nt erVlC.. The Board . hall meet at lea. t OIlC a m nth and at oth I' times
upon the call of th Admini. trator or when three' or mor<, m III hNS of ih Board
r que. t the Administrator to call a me ting. ot mol' than a majority of two
of the 111 mber~ . hall be appoint d to the Board from th> sam political party.

fembers of th Board, other than th Administrator, shall rec iye, out of fund'
made available for the purpo, , of thi. title, apr diem allo" allC<' of ..50 for each



George C. Marshall Foundation, Lexington, Virginia

SPBCIAL ECA MISSIONS ABROAD

NITED STATES SPECIAL REPRESENTATIVE ABROAD

day pent away from their home or regular place. of bu ine ,for the purpo e of
attendance at meeting", of the B08rd, or at conference held upon the call of the
Admini trator, and in nece ary travel, and whil .0 engaged, they may be paid
actual travel expen e and not to exceed t 10 per diem in lieu of ub i tence and
other expen e .

(b) The dmini trator may appoint uch other advi ory committees as he
may determine to he nece sary or de irable to effectuate the purpo es of thi. title.

63EXTENSIO OF EUROPEA ~ RECOVERY PROGRAM

EC. 108. There hall be a United State Specil:J1 Repre entative in Europe who
hall (a) be appointed by the President, by and with the advice and con ent of the
enate, (b) be entitled to receive the arne compensation and allowances as a

chief of mi ion, cIa s 1, within the meaning of the Act of ugu t 13, 1946 (60
tat. 999), and (c) have the rank of amba ador extraordinary and plenipotentiary.

He hall be the representative of the Admini trator, and shall also be the chief
repre entative of the United State Government to any organization of partici­
pating countrie which may be e tabli hed by such countries to further a joint
program for European recovery, and hall di charge in Europe such additional
re pon ibilitie a may be as igned to him with the approval of the Pre ident in
furtherance of the purposes of thi title. He may also be designated a the
United tate representative on the Economic Commission for Europe. He hall
receive hi in tructions from the Admini trator and uch instruction shall be
prepared and tran mitted to him in accordance with procedure agreed to between
the Admini trator and the S cretary of State in order to a sure appropriate
coordination as provided by ub ection (b) of ection 105 of thi title. He shall
coordinate the activities of the chiefs of special missions provided for in section 109
of thi title. He hall keep the Admini:-trator, the Secretary of tate, the chiefs
of the United States diplomatic mission, and the chief:::; of the, pecial mi sions
provided for in section 109 of thi title currently informed concerning hi activities.
He hall con ult with the chiefs of all uch mis ion, who hall give him uch
cooperation a he may require for the performanc of hi dutie under this title.
There shall be a Deputy United States Special Representative in Europe who shall (a)
be appointed by the President, by and with the advice and consent of the Senate, (b)
be entitled to receive the same compensation and allowances as a chief of mission,
class 3, within the meaning of the Act of August 13, 1946 (60 Stat. 999), and (c) have
the rank of ambassador extraordinary and plenipotentiary. The Deputy United
States Special Representat1've shall pe1jonn such functions as the United States
Special Representative shall designate, and shall be Acting United States Special
Representative during the absence or disability of the United States Special Rep­
resentative or in the event of a vacancy in the office of United j tates Spedal
Representative.

SE . 109. (a) Th re hall be e tablished for each participating country, except
as provid d in ub. ection (d) of thi s cHon, a special mi:::; ion for economic co­
operation under th dir etion of a chi f who shall I e responsible for a suring the
performance within uch country of operations under thi' title. The chief 'hall
be appointed by the Admini trator, shall I' ceiv his instructi n8 from the Admin­
i. trator, and hall I' port to th Admini trator on the performanc of the duti s
assign d to him. The chief of the p cial mission shall take rank immediately
aft I' th chief of the nit d 'tat diplomatic mi:::; ion in snch country; and the
chief of the special mis ion shall be entitled to re('cive the same com pen ation and
allowances as a ch1'eJ oj mission, class 3, on a chief of mi sion, class 4, within the
meaning of the Act of Augu t 13,1946 (60 Stat. 999), or compensation and allowances
in accordance with section 110 (a) of this titl , as the Administrator shall determine
to be necessary or appropriate.

(b) The chief of th sp cial mission shall ke p th chi f of th nit d 'tates
diplomatic mission fully and currently inform d on matters, in luding pro~pective

action, arising within the s op of th op rations f the sp cial mi sion and the
chi f of th diplomatic mi 'sion .'hall k' 'p the chi 'f of th spe ial mis ion fully and
curl' ntly inform d on matt rs relativ to th conduct of th duti s f th chi f of
the spe ial mi. sion. Th chi f of the Unit cl 'tat s diplomati mission will b
respon.'ibl for assuring that the operati ns of the special mis ~ion are onsistent
"ith th for ign-poli y bje tives of tIl(' nit'd 'tat s in such country and to that
end wh nev I' th chi f of th nitcd ~ 'tat " diplom tic mis ion b Ii v s that. any
action, propos dation, or failure' t.o t n th' part of th spe ial mis~:;ioll is in­
con ist nt with, uch f r i 'n-poli y objectives, h . h 11 so advi th chi f f the
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special mission and the United State Special Repre entative in Europe. If differ­
ences of view are not adjusted by con ultation, the matter hall be referred to the
Secretary of State and the Admini trator for deci ion.

(c) The Secretary of State shall provide such office pace, facilitie , and other
administrative services for the United tate p cial Repre entative in Europe
and his staff, and for the pecial mi ion in each participating country, as may
be agreed between the Secretary of State and the Admini trator.

(d) With respect to any of the zones of occupation of Germany and of the
Free Territory of Trieste, during the period of occupation, the Pre ident shall
make appropriate admini trative arrangement for the conduct of operations
under this title, in order to enable the Administrator to carry out his responsibility
to assure the accomplishment of the purposes of this title.

EXTE 810 OF EUROPEA RECOYERY PROGRAM64

SEC. 110. (a) For the purpo e of performing functions under thi title out ide
the continental limits of the United States the Administrator may-

(1) employ persons who shall receive compensation at any of the rates
provided for the Foreign Service Reserve and Staff by the Foreign Service
Act of 1946 (60 Stat. 999), together with allowances and benefit e tabli hed
thereunder; and

(2) recommend the appointment or assignment of persons, and the Secre­
tary of State may appoint or assign uch per on , to any cIa, in the Foreign
Service Reserve or Staff for the duration of operation under thi title, and
the Secretary of State may as ign, transfer, or promote uch per on upon the
recommendation of the Administrator. Per ons 0 appointed to the Foreign
Service Staff shall be entitled to the benefit of section 528 of the Foreign
Service Act of 1946.

(b) For the purpose of performing functions under thi title outside the conti­
nental limit of the United States, the Secretary of State may, at the reque. t of
the Administrator, appoint, for the duration of operation under thi title, alien
clerks and employees in accordance with applicable provisions of the Foreign
Service Act of 1946 (60 Stat. 999).

(f') 0 citizen 01.' resident of the United State may be employed, or if alreacly
employed, may be a signed to duties by the Secretary of State or the Admini::;trator
under this title for a period to exceed three month unless such individual haR
been investigated as to loyalty and security by the Federal Bureau of IIlYestiga­
tion and a report thereon has been made to the Secretary of State and the Admin­
istrator, and until the Secretary of State or the Admini trator has c rtified in
\\Titing (and filed copies thereof with the Senate Committee on Foreign Relations
and the Hou e Committee on Foreign Affairs) that, after full con ideration of
such report, he believes such individual is loyal to the United tate, its Consti­
tution, and form of government, and is not now and has never been a member
of any organization advocating contrary views. This subsection shall not apply
in the ca e of any officer appointed by the President by and with the advice and
con ent of the Senate.

SEC. 111. (a) The Administrator may, from time to time, furnish assistanc
to any participating country by providing for the performanc of any of th
function et forth in paragraphs (1) through (5) of thi ,ub 'ection when h
deem it to be in furtherance of the purpose of thi titl. and upon th term'
and conditions set forth in this title and such additional 1, rms and condition
con istent with the provisions of this title a he may d termine to be necessary
and proper.

(1) Procurement from any sour e, including Governm nt stock on the
same ba is a procurement by Gov rnment ag ncie und I' Public Law 375
(Seventy-ninth Congre ) for their own use, of any commodity which h
determines to be requir d for the furtherance of the purpo es of thi' titlc.
A u ed in thi title, th term "commodity" m an any commodity, mat rial,
article, upply, or goods nece ary for th purpo of this titl .

(2) Proce ing, storing, tran porting, and I' pairing any commoditi s, or
p rforming any oth I' ervic s with I' sp ct 1, a participating ountry whi h
h determineR to be I' quir d for ace mpli hing th purposes of this titl .
The Admini trator shall, in providing for th procur ment of commoditi s
under authority of thi titl tak u h t P a may b n c s ary to a sure,
so far as i practicable, that at I a t 50 p I' C .ntum of th gro s tonnag of
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commoditie , procured within the United tate out of funds made available
under this title and transported abroad on ocean ve els, is so transported
on United tates flag ve els to the extent uch ve els are available at
market rates for United States flag vessels, not to exceed a reasonable differential
above current world market rates.

(3) Procurement of and furni~hing technical information and as istance.
(4) Tran fer of any commodity or service, which tran fer shall be ignified

by delivery of the cu tody and right of po se ion and u e of such commodity,
or otherwi, e making available any such commodity, or by rendering a service
to a participating country or to any agency or organization representing a
participating country.

(5) The allocation of commodities or services to specific projects designed
to carry out the purposes of this title, which have been submitted to the
Admini trator by participating countrie and have been approved by him.

(b) In order to facilitate and maximize the use of private channels of trade,
subject to adequate safeguards to assure that all expenditures in connection with
such procurement are within approved programs in accordance with terms and
conditions established by the Administrator, he may provide for the performance
of any of the functions described in subsection (a) of this section-

(1) by e tablishing accounts against which, under regulations pre cribed
by the Administrator-

(i) letters of commitment may be issued in connection with supply
programs approved by the Administrator (and such letters of commit­
ment, when issued, shall con titute obligations of the United States and
monies due or to become due thereunder shall be assignable under the
As ignment of Claims Act of 19-10 and shall constitute obligations of
applicable appropriation) ; and

(ii) withdrawals may be made by participating countries, or agencies
or organizations representing participating countrie or by other persons
or organizations, upon presentation of contracts, invoices, or other docu­
mentation pecified by the Administrator under arrangements prescribed
by the Administrator to assure the use of such withdrawals for purposes
approved by the Administrator.

Such accounts may be established on the books of the Admini tration, or any
other department, agency, or establishment of the Government specified by
the Admini trator, or, on terms and conditions approved by the Secretary
of the Treasury, in banking institutions in the United States. Expenditures
of funds which have been made available through accounts so established shall
be accounted for on standard documentation required for expenditures of
Government funds: Provided, That such expenditures for commodities or
services procured out ide the continental limits of the United State under
authority of this section may be accounted for exclu ively on uch certifi­
cation as the Administrator may prescribe in regulations promulgated by
him with the approval of the Comptroller General of the United States to
a sure expenditure in furtherance of the purpo:::;es of this title.

(2) by utilizing the services and facilities of any department, agency, or
establishment of the Government a:::; the President shall direct, or with the
con ent of the head of such department, agency, or establishment, or, in the
PI' sid nt's discretion, by acting in cooperation with the United ations or
'with other international organizations or with agcncies of the participating
countries, and funds allocated pursuant to this section to any department,
agency, or establi. hment of the Governm nt shall be cstablished in separate
appropriation accounts on the books of the Treasury.

(3) by making, und rrul s and regulations to bc prescribed by the Adminis­
trator, guaranties to any person of inve'tments in connection with projects,
'including cxpansion, modernization, or devclopment oj ('xisting enterprises,
approved by the Admini'trator and the participating country conc rned as
furthering the purposes of this title (incl ueling guaranties of investments in
cnterpris s producing or distributing informational media consistent with the
national interests of the Unilc(l Slales: Provid(,d, That the amount of such
guaranties made in [t h first] a tI y fiscal yrar [after th elate of enactment of
this Act] do<.'s not ','cecd $1.5,000,000) which guaranties 'hall terminat not
lat I' than fourlr n year' from th' clat of enactm n1, of this Act: Provided,
That-

(i) tll(> gnn.mnty to any ])(,I'SOIl shall noL (','erNl the amount of dollars
iuv('strcl in tIl<' ]>roj(,(·t by such ])('I'SOIl wi Lh j h(' approval of the Admini ­
trator [and shall b limit cl to tIl tram;f r into United States dollars of
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othel currencies, or credit in uch currencie , received by . ucn per on
as income from the approved inv tment, a' repayment or return
thereof, in whole or in part, or a compen. ation for the ale or di po itioD
of all or any part thereof: Provided, That, when any paym nt i made
to any per on under authority of thi' paragraph, ~uch currencie., or
credit in uch currencie, hall become the property of the "Gnited
State Government;] plus actual earnings or profits on said project to
the extent provided by such guaranty;

. (ii) the Admini trator may charge a fee in an amount determined by
hIm not exceeding 1 per centum per annum of the amount of each
guaranty, and all fees collected hereunder hall be availabl for expendi­
ture in di charge of liabilitie under guarantie made und r thi' para­
graph until such time as all uch liabilitie hav been di charged or have
expired, or until all uch fee have be n expended in accordance with t,he
provi ions of thi paragraph; and

(iii) a u ed in thi paragraph, the term "per. on" mean a citizen of
the United State or any corporation, partner hip, or other a ociation
created under the law of the United tate or of any State or Territory
and sub tantially beneficially owned by citizen of the United State.

(iv) As used in this paragraph, the term "investment" includes the fur­
nishing of capital goods ~'tems and related services, for use in connection
with projects approved by the Administrator, pursuant to a contract providing
for payment in whole or in part after June 30, 1950; and .

(v) the guaranty to any person shall be limited to assuring the following:
(1) the transfer into United States dollars of other currencies, or credits in
such currencies received by such person as earnings or profits from, the
approved investment, as repayment or return thereof, in whole or in part
or as compensation for the sale or disposition of all or any part thereol
and (2) compensation in United States dollars fOT loss of all or any part of
the approved investment, which shall be found by the Administrator to have
been lost to such person by reason of one or more of the following causes:
(a) seizure, confiscation, or expropriation, (b) destruction by riot, revolution
or war, (c) any law, ordinance, regulation, decree, or administrative actio~
(other than measures affecting the conversion of currency), which 1,n the
opinion of the Administrator prevents the further transaction of the business
for which the guaranty was 1:ssued. When any payrncnt is rnade to any
person pursuant to a guaranty as hereinbefore described, the currency, credits
or assets on account of which such payment is made shall become the prop­
erty of the United States Government, and the United States Government
shall be subrogated to any T1'ght, title, claim, or cause of action existing in
connection therewith.

The total amount of the guaranties made under this paragraph (3) shall not
exceed $300,000,000[' and as such guarantie are made the authority to realize
fund from the sale of note for the purpo e of allocating fund to the xport­
Import Bank of 'Va hington under paragraph (2) of ub ection (c) of thL'
ection hall be accordingly reduc d.]: Provided, That any funds allocal rl to

a guaranty and remaining after all liability of the L nited States assu 1ft d In

connection therwith has been released, discharged, or otherwise terminated, shall
be available for allocation to other guaranties, the foregoing limitation notwith­
standing. Any payment made to di charge liabilities und r guaranti '
i ued under paragraph (3) of thi subsection hall b paid out of f es coll ctcd
under subparagraph (ii) of paragraph (3) of thi' ub ection a long a' t'uch
fee are available, and thereafter hall b paid out of fund' realized from
the ale of note which hall be i ued und r authority of paragraph (2) of
ub ection (c) of thi ection when nece a,ry to di charge liabilitie under

any uch guaranty.
(c) (1) Th Admini trator may provide a i tance for any participating

country, in the form and under the procedure authorized in ub~ection (a) and
(b), re pectively, of thi s ction, through grant or upon paymen t in ca h, r n
credit term , or on ueh other term of payment a ~ h may find appropriat ,
including payment by the tran fer to the United tat (under uch terms and in
such quantities a may b agreed to betw en the dministrator and the partici­
pating country) of material which ar required by tll nit d tat a a r suIt
of d ficienci or potential deficienci in it own re our e. In d t rmining
whether uch a i tance hall be through grant or upon t rIll f paym nt, and in
determining the term of payment h hall act in c n. ultation with the ational
Advisory ouncil on Internationa:l 10netary and Financial Proll In , and the
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PROTECTION OF DOMESTIC ECO OMY

EC. 112. (a) The Administrator hall provide for the procur ment in the
nit d tat s of commoditi under this tit! in such a way a to (1) minrlnize

th drain upon th resource' of th nit d , tat('R and the impact of :-;uch procure­
m nt upon th dome tic 'conomy and (2) avoid impairing th fulfillment of
vital need of the people of th nit d , tates.

(b) The procur ment of p trol mn and p trol urn product und r this title
. hall, to th maximum ext nt practicabl ,b made from p trol urn . ourc s out-
ide th llited ,'tat. ; and, in fllrnishinp; omm diU. und l' the provi. ions of

this title, th Admini:-;trator shall tak fully into acc unt the pr sent B,nd l:ll1tici­
pated world hortap; of petrolcum and its products and th can qllcnt und ira­
bility of expan 'ion in p trol urn-consuming qllipm nt wh l' th u of alt rnate
fuel' or other onrc s of pow r is I racticable.

determination whether or not a participating country should be required to make
payment for any as istance furni hed to ucb country in furtherance of the pur­
poses of thi title, and the terms of uch payment, if required, hall depend upon
the character and purpo e of the a i tance and upon whether there is rea onable
~ surance of repayment considering the capacity of such country to make such
payments without jeopardizing the accompli hment of the purpo es of this title.

(2) When it is determined that a sistance should be extended under the
provisions of thi title on credit terms, the Administrator shall allocate funds for
the purpo e to the Export-Import Bank of Washington, which hall, notwith­
standing the provisions of the Export-Import Bank Act of 1945 (59 tat. 526), as
amended, make and administer the credit on terms specified by the Administrator
in can ultation with the J ational Advi ory Council on International Monetary
and Financial Problem.... The Admini trator i authorized to is... ue notp from
time to time for purchase by the Secretary of the Treasury in an amount not
exceeding in the aggregate $1,000,000,000 (i) for the purpose of allocating funds
to the Export-Import Bank of Wa hington under this parap;raph during the period
of one year following the date of enactment of this Act and (ii) for the purpo e of
carrying out the provisions of paragraph (3) of sub ection (b) of this section until.
all liabilitie ari ing under guaranties made pur uant to such paragraph (3) have
expired or have b en di charged. In addition to the amount of notes above author­
ized, the Adrninistrator is authorized, for the purpose of carrying out the provisions
of paragraph (3) of subsection (b) of this section, to issue notes from time to time for
purchase by the Secretary of the Treasury in an amount not exceeding in the aggregate
$300,000,000 less any amount allocated prior to April 3, 1949, for such purpose,
until all liabilities arising under guaranties made pursuant to this authorization
have expired or have been discharged. [Such] The notes hereinabove authorized
shall be redeemable at the option of the Administrator before maturity in such
manner as may be stipulated in such notes and shall have such maturity as may be
determined by the Administrator with the approval of the Secretary of the
Treasury. Each such note hall bear intere t at a rate determined by the 'ecre­
tary of the Treasury, taking into consideration the current average rate on out­
standing marketable obligations of the ..united States as of the last day of the
month preceding the issuance of the note. Payment under thi paragraph of the
purcha e price of . uch notes and repayments thereof by the Administrator shall be
treated as public-debt transaction of the nited State. In allocating funds to
the Export-Import Bank of Washington for assistance on credit tern~s under this
paragraph, the Administrator hall first utilize such funds realized from the sale of
notes authorized by thi paragraph as he determine to be available for thi pur­
po e, and when such funds are exhau ted, or after the end of one year from the
date of enactment of this Act, whichever is earlier, he shall utilize any funds
appropriated under this title. The Administrator. hall make advances to, or
reimburse, the Export-Import Bank of Washington for neces ary admini trative
expen es in connection with uch credits. Credits made by the Export-Import
Bank of Wa hington with funds a allocated to it by the Administrator hall not
be can idered in determining whether the Bank has outstanding at anyone time
loan and guaranties to the extent of the limitation impo d by section 7 of the
Export-Import Bank. ct of 1945 (59 tat. 529), as amended. mount received
in repayment of principal and intere t on any credits made under thi parap;raph
hall be depo ited into mi. cellaneou receipts of th Treasury: Provided, That,

to the extent required for nch purpo e, amount. l' ceived in repayment of prin­
cipal and interp t on any credits made out of fund. realized from the ale of notes
authorized under this parap;raph hall be depo it d into the Trea ury for the
purpose of th retirement of uch note.
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[(c) In order to assure the con ervation of dome. tic grain upplies and the
retention in the United States of byproduct feed nece ary to the maintenance
of the agricultural economy of the United tate the amounts of wheat and
wheat flour produced in the United States to be' tran ferred by grant to the
participating countries shall be so determined that the total quantity of United
States wheat used to produce the wheat flour procured in the Umted States for
transfer by grant to such countries under thi title shall not be less than 25 per
centum of the aggregate of the unprocessed wheat and wheat in the form of flour
procured in the United States for transfer by grant to such countries under this
title.]

Cd) The term "surplu agricultural commodity" a u ed in this ection is defined
as any agric).lJtural commodity, or product thereof, produced in the United States
which is determined by the Secretary of Agriculture to be in excess of domestic
requirements. In providing for the procurement of any uch urplus agricultural
commodity for transfer by grant to any participating country in accordance with
the requirements of such country, the Administrator shall, in. ofar as practicable
and where in furtherance of the purposes of this title, give effect to the following:

(1) The Administrator shall authorize the procurement of any such surplu
'agricultural commodity only within the United State : Provided, That this
restriction shall not be applicable (i) to any agricultural commodity, or product
thereof, located in one participating country, and intended for transfer to another
participating country, if the Administrator, in consultation with the Secretary of
Agriculture, determines that such procurement and transfer is in furt.herance of
the purposes of this title, and would not create a burdensome surplus in the
United States or seriously prejudice the position of domestic producers of such
surplus agricultural commodities, or (ii) if, and to the extent that any such
surplus agricultur9.1 commodity is not available in the United States in sufficient
quantities to supply the requirements of the participating countries under this
title.

(2) In providing for the procurement of any such surplus agricultural com­
modity, the Administrator shall, insofar as practicable and applicable, and after
giving due consideration to the excess of any such commodity over domestic
requirements, and to the historic relianc~ of United States producers of any such
surplus agricultural commodity upon markets in the participating countries,
provide for the procurement of each class or type of any uch surplu agricultural
commodity in the approximate proportion that the Secretary of Agriculture
determines such classes or types bear to the total amount of excess of such surplus
agricultural commodity over domestic requirements.

(e) Whenever the Secretary of Agriculture determines that any quantity of
any surplus agricultural commodity, heretofore or hereafter acquired by Com­
modity Credit Corporation in the administration of its price-support programs,
is available for use in furnishing assistance to foreign countries, he shall so advise
all departments, agencies, and establishments of the Government administering
laws providing for the furnishing of assistance or relief to foreign countries
(including occupied or liberated countries or areas of such countries). There­
after the department, agency, or establi hment administering any such law
shall, to the maximum extent practicable, con istent with the provisions and in
furtherance of the purposes of such law, and where for transfer by grant and in
accordance with the requirements of such foreign country, procure or provide
for the procurement of such quantity of such surplus agricultural commodity.
The sales price paid a reimbursement to Commodity Credit Corporation tor
any such surplus agricultural commodity shall b in such amount as Commodity
Credit Corporation determines will fully reimburse it for the cost to it of such
surplus agricultural commodity at the time and place such surplus agricultural
commodity is delivered by it, but in no event shall the sales price be higher than
the domestic market price at such time and place of delivery as determined by the
Secretary of Agriculture, and the Secretary of Agriculture may pay not to exceed
50 per centum of such sales price a authorized by subsection (f) of this section.

(f) Subject to the provisions of this section, but notwithstanding any other
provision of law, in order to encourage utiliLjation of surplus agricultural com­
moditie pursuant to this or any other Act providing for assistance or relief to
foreign countries, the ecretary of Agriculture, in carrying out the purposes of
clause (1), section 32, Public· Law 320, S vcnty-fourth Congress, as amcnded,
may make paym nts, including payment to any gOY rnment agency procuring
or selling such surplus agricultural commoditi ,in an amount not to exceed 50
per centum of the sales price (basi free along ship or fre on board vessel, United
States ports), as determined by the Secr tary of griculture, of such surplus
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REIMBURSEMENT TO GOVERNMENT AGENCIES

A UTIIORIZATION OF APPROPRIA'rIONS

• EC. 114. (a) Notwithstanding; th0 provisions of any other law, th Recon­
struction Finance Corporation i' authorized and direct.ed, until such time a an
appropriation shall be made puniuani to HllbHeeLion (c) of thi' ction, to make
advances not to xc ed in the aggrgate $1,000,000,000 to carry out th provisions
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agricultural commodities. The resci ion of the remainder of section 32 funds
by the Act of July 30, 1947 (Public Law 266, Eightieth Congress), is hereby
canceled and such fund are hereby made available for the purposes of section 32
for the fiscal year ending June 30, 1948.

(g) TO export hall be authorized pur~uant to authority conferred by [section
6 of the Act of July 2, 1940 (54 Stat. 714), including any amendment thereto,]
the Export Control Act of 1949 of any commodity from the United States to any
country wholly or partly in Europe which i not a participating country, if the
department, agency, or officer in the executive branch of the Government exer­
cising the authority granted to the Pre ident by [section 6 of the Act of July 2,
1940, a amended,] the Export Control Act of 1949 determines that the supply of
such commodity is in ufficient (or would be insufficient if such export were per­
mitted) to fulfill the requirements of participating countries under this title as
determined by the Administrator: Provided, however, That such export may be
authorized if uch department, agency, or officer determines that such export is
otherwi e in the national interest of the United States.

(h) In providing for the performance of any of the functions de cribed in sub­
ection (a) of section 111, the Administrator shall, to the maximum extent con­

sistent with the accomplishment of the purposes of this title, utilize private
channels of trade, and, insofar as practicable, make available 0, cause to be made
available tv suppliers in the United States reasonable information, as far in advance
as possible, of purchases proposed to be financed with funds authorized under this
title.

(i) No funds authorized for the p1lrposes of this title shall be used for the purchase
in bulk of any commodities (other than commodit1"es procured by or in the possession
of the Com modity Cred1"t Corporation purslwnt to price support programs required
by law) at pn"ces higher than the market pn"ce prevailing in the United States at the
ti me of the p1lrchase ad}usted for differences in the cost of transportation to destination,
quality, and terms of payment.

EC. 113. (a) The Administrator shall make reimbur ement or paymen t, out
of funds available for the purposes of this title, for any commodity, service, or
facility procured under ection 111 of this title from any department, agency, or
e tabli hment of the Government. Such reimbursement or payment shall be
made to the owning or dispo~al agency, as the case may be, at replacement cost,
or, if required by law, at actual co~t, or at any other price authorized by law and
agreed to between the Administrator and such agency. The amount of any reim­
bur'ement or payment to an owning agency for commodities, ~ rvices, or facilities
.'0 procured shall be credited to current applicable appropriations, funds, or ac­
counts from which there may be procured replacements of 'imilar commodities or
.'uch services or facilities: Pl'Ov1"ded, That such commodities, service, or facilities
may be procured from an owning agency only with the con. ent of uch agency:
£lnd provided further, That ",h re uch appropriations, funds, or account are not
reimbur'able except by reason of this ubsection, and when the o\vning agency
determines that replacement of any commodity procured under authority of this
section is not nece sary, any fund~ received in payment therefor shall be covered
in to the' Treasury as miscellaneous receipts.

(b) The Admini~trator, whenever in hi~ judgnwnt the interest of the United
.'tate~ will best be served thereby, may dispose of any comrnodity procured out
of fund~ made available for the purpose. of this titk, in li('u of transf rring such
commodity to a participating country, (1) by tram-;fer of ~mch commodity, upon
reimbursement to any depart ment, agency, or est abli:.;hment of th Gove'rnment
for u~e or disp~~al b~T such dcpartmellt, agency, or establishment as authorized
by law, or (2) without regard to pro\iKiom; of law relating to the disposal of
Gov rnment-owned property, wh 11 IH'ceHsary to prevent spoilage or wastag of
. uch commodity or to conKerve the uHefulness thereof. Funds l' 'aliz d from 'uch
di:::;posal or 1,rar1.'fer Khall revert to th reK]Wctiv appropriation or appropriations
out of which funds weI' expended for the procurcm llt of such commodity.
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of this title, in such manner, at such time, and in such amounts as the President
shall determine, and no interest shall be charged on advance made by the
Treasury to the Reconstruction Finance Corporation for this purpose. The
Reconstruction Finance Corporation shall be repaid without interest for advances
made by it hereunder, from funds made available for the purposes of this title.

(b) Such part as the President may determine of the unobligated and unex­
pended balances of appropriations or other funds available for the purposes of the
Foreign Aid Act of 1947 shall be available for the purpose of carrying out the
purposes of this title.

(c) In order to carry out the provisions of this title with respect to those
participating countries which adhere to the purposes of thi title, and remain
eligible to receive 2,ssistance hereunder, such funds shall be available as are here­
after authorized and appropriated to the President from time to time through
June 30, 1952, to carry out the provisions and accomplish the purpo es of this
tit.le: Provided, however, That for carrying out the provi ion and accompli hing
the purposes of this title for the period of one year following the date of enact­
ment of this Act, there are hereby authorized to be so appropriated not to exceed
$4,300,000,000[.] : ProvidedfuTther, That in addit1"on to the amo'unt above authorized
to be appropriated there are hereby authorizpd to be approprzated for carrying out the
provisions and accomplishing the purposes of this title not to exceed $1,100,000,000 for
the period April 3, 1949, through June 30, 1949, and not if) excped $4,280,000,000 for
the fiscal year ending June 30, 1950: Provided further, That in addit1'on to the fore­
going any balance, unobligated as of June 30, 1949, or subsequently released from
obligation, of funds appropriated for carrying out and accomplishing the purposes of
this title for any period ending on or prior to that date is hereby a/lthorized to be made
available for obl1"gat1:on through the fiscal year ending .June 30, 1950, and to bp trans­
ferred to and consolidated with any appropriations for carrying out and accomplishing
the purposes of this title for said fiscal year. Nothing in this title is intended llor
shall it be construed as an express or implied commitment to provide any specific
assistance, whether of funds, commodities, or services, to any country or countries.
The [authorization] authorizations in this title [is] are limited to the period [of
twelve months] ending June 30, 1950, in order that [subsequent Congresses]
the Congress may pass on any subsequent authorizations.

(d) Funds made available for the purposes of this title shall be available for
incurring and defraying all necessary expenses incident to carrying out the pro­
visions of this title, including administrative expenses and expen e for compen a­
tion, allowances, and travel of personnel, including Foreign Service personnel who e
services are utilized primarily for the purposes of this t.itle, and, without regard
to the provision8 of any other law, for printing and binding, and for expenditures
outside the continental limits of the United States for the procurement of supplie
and services and for other administrative purposes (other than compen ation of
personnel) without regard to such laws and regulations governing the obligation
and expenditure of government funds, as the Administrator shall specify in the
interest of the accomplishment of the purposes of this title.

(e) The unencumbered portions of any deposit which may have been made
by any participating country pursuant to section 6 of the joint re olution providinll;
for relief assistance to the people of countries devastated by war (Public Law 84,
Eightieth Congress) and section 5 (b) of the Foreign Aid Act of 1947 (Public
Law 389, Eightieth Congress) may be merged with the deposits to be made by
such participating country in accordance with section 115 (b) (6) of thi title,
and shall be held or used under the same terms and conditions as are provided in
section 115 (b) (6) of this title.

(f) In order to reserve some part of the surplus of the fiscal year 1948 for
payments thereafter to be made under this title, there is hereby created on the
books of the Treasury of the United States a trust fund to be known as the Foreign
Economic Cooperation Trust Fund. Notwithstanding any other provision of
law, an amount of $3,000,000,000 out of sums appropriated pursuant to the
authorization contained in this title shall when appropriated, be transf rred
immediately to the trust fund, and shall the;eupon be considered as exp nded dur­
ing the fiscal year 1948, for the purpose of reporting governmental expenditures.
The Secretary of the Treasurv shall be the sole trust e of the tru. t fund and is
authorized and directed to payout of the fund such amollnts as the Admini trator
shall duly requisition. The first expenditures made out of the appropriations
authorized under this title in the fiscal year 1949 shall be made with funds requisi­
tioned by the Administrator out of the trust fund until the fund is xhausted, at
which time such fund shall cease to exist. The provisions of thi subsection shall
not be construed as affecting the application of any provision of law which would
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BILATERAL AND MULTILATERAL UNDERTAKINGS

otherwi e govern the obligation of fund 0 appropriated or the auditing or sub­
mi ion of account of tran actions with re pect to such fund.

(g) otwithstanding the provisions of any other law, 'until such time as an appro-
priation addit7'onal to that made by Title I of the Foreign Aid Appropriation Act, 1949
(PubUc Law 793, 80th Congress), shall be made pursuant to subsection (c) of this ser.­
tion, the Recon truction Finance Corporation is a1dhorized and directed to make
advances not to exceed in the aggregate $1,000,000,000 to carry out the provisions of
this title, in such 'manner, at such times, and in such anwunts as the Administrator
shall request, and no interest shall be charged on advances made by the Treasury to
the Reconstruction Finance Corporation for this p1lrpose. The Reconstruction
Finance Corporation shall be repaid without interest for advances made by it hereunder,
from funds made available for the purposes of this title.

Ee. 115. (a) The ecretary of State, after consultation with the Admini trator,
i authorized to conclude, with individual participating countrie or any number
of uch countrie. or with an organization representing any. uch countrie , agree­
ment in furtherance of the purpo e of thi, title. The ecretary of tate, before
an Admini trator or Deputy Administrator hall have qualified and taken office,
i authorized to negotiate and conclude uch temporary agreements in implementa­
tion of ub ection (b) of thi ection a he may deem nece ary in furtherance of
the purpo es of thi title: Provided, That when an Administrator or Deputy
AdminiNtrator hall have qualified and taken office, the ecretary of tate shall
conclude the ba ic agreements required by sub"ection (b) of this section only
after con ultation with the Admini trator or Deputy Administrator, as the case
mav be.

(b) The provi ion of assi tance under this title results from the multilateral
pledges of the participating countries to u e all their efforts to accompli h a joint
recovery program based upon elf-help and mutual cooperation as embodied in
the report of the Committee of European Economic Cooperation igned at Paris
on September 22, 1947, and is conting nt upon continuous effort of the partici­
pating countries to accomplish a joint recovery program through multilateral
undertaking and the establi hment of a continuing organization for thL purpose.
In addition to continued mutual cooperation of the participating countries in such
a program, each such country shall conclude an agreement with the United

tate in order for such country to be eligible to receive a si tance under this
title. Such agreement shall provide for the adherence of such country to the
purpo e of this title and hall, where applicable, make appropriate provision
among other., for-

(1) promoting industrial and agricultural production in ord I' to enable
the participating country to become independent of extraordinary out ide
economic a i tance; and ubmitting for the approval of the Admini trator,
upon hi reque t and when vel' h deem it in furtherance of the purpo es
of thi titl, pecific project proposed by such country to be 11ndertak~n in
ub tantial part with a i tance furni. hed under this title, which proJects,

whenev I' practicable, shall include proj ct for incr a ed production of coal,
t 1, transportation faciliti ,and food;

(2) taking financial and monetary mea ures nece ary to tabil~ze its cur­
rency, establi h or maintain a valid rate of exchang , to balance It g<?ver?­
mental budg t a oon a. practicable, and generally to re tor or mallltalll
confid nc in it mon tary ystem;. ..... .

(3) cooperating with other participatmg countn s l,n faClhtatlllg and Stl.~­
ulating an increa ing int rchange of goods and. rVlc~ among the par~1Cl­

pating countrie and with other countries and coop ratll1g to reduc barners
to trad among th m elv ~ and with other c~un.tri . ; ..

(4) making effici nt and practical us , vnthlIl th fram work of a Jomt
·program for Europ an I' cov ry, of the I' ource of su h participating cOUI~­

try, including any commoditie ,faciliti ,or seryi s furni. hed under thIS
tit! whi hue hall includ to th ext nt pra tl able, takmg m a ures to
locate and id ntify and put' into appr pri~t 11. , in furthe~ayce of such
program, as. ts, and arning th r. fl'. m, w}llcl~ b long to t~lC CltlZ .ns?f uch
country and which ar ituat d wlthlll th lllt d tate, It Terntone and
po 'ion. ; .

(5) facilitating the transf I' to th Illt cl tat. I y ai, xchang, barter,
or oth rwi~e for tock piling r ot her purp sc~, f r u h p ri d of time a
may be agr ed to and upon I' as nal I t fIll and in I' a.onabl quantiti s, of
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materials which are required by the -enited ~ tate a a re ult of deficiencies
or potential deficiencie in it own re ource and which may be available
in such participating country after due regard for rea onable requirements for
domestic u e and commercia! export of such country;

(6) placing in a special account a depo it in the currency of uch country,
in commensurate amounts and under uch term and condition as may be
agreed to between such country and the Government of the United States,
when any commodity or service i made available through any means author­
ized under this title, and is furnished to the participating country on a gr3nt
basis [.]: Provided, That the obligation w make such deposits may be waived,
in the d-iscretion of the Administrator, with respect to technical information or
assistance furnished under section 111 (a) (3) of th1"s title and with respect to
ocean transportation furni~hed on United States flag vessels under sect1'on 111
of this title in an amount not exceeding the amount, as deterrm'ned by the Ad­
mim'strator, by wh1"ch the charges for such transportal ion exceed the cost of such
transportation at world market rates. Such special account, together with the
unencumbered portion of any deposits which may have been made by such
country pursuant to section 6 of the joint re.olution providing for relief
as istance to the people of countries deva. tated by war (Public Law 84,
Eightieth Congress) and section 5 (b) of the Foreign Aid Act of 1947 (Public
Law 389, Eightieth Congre s), shall be held or used within such country
for uch purposes as may be agreed to between such country and the Ad­
ministrator in consultation with the T ational Advi ory Council on Inter­
national Monetary and Financial Problems, and the Pu'blic Advi. QI'Y Board
provided for in section 107 (a) for purpose of internal monetary and financial
stabilization, for the stimul3tion of productive activity and the exploration
for and development of new sources of wealth, or for such other expenditures
as may be consistent with the purposes of this title, including local currency
administrative expenditures of the United States incident to operations
under this title, and under agreement that any unencumbered balance
remaining in such account on June 30, 1952, shall be disposed of within such
country for such purposes as may, subject to ,approval by Act or joint res­
olution of the Congress, be agreed to between such country and the Govern­
ment of the United States;

(7) publishing in such country and transmitting to the United State, not
less frequently than every calendar quarter after the date of the agreement,
full statements of operations under the agreem nt, including a report of the
use of funds, commodities, and services received under this title;

(8) furni. hing promptly, upon request of the nited States, any I' levant
information which would be of as istance to the United States in determining
the nature and scope of operations and the u"e of a sistance provided under
this title;

(9) recognizing the principle of equity in re p ct to the drain upon the
natur'1l re ources of the United States and of the recipient countries, by
agreeing to negotiate (a) a future chedule of minimum availabiliti .' to thc
United States for future purchase and deliv ry of a fair. hare of maLerials
which are required by the United States as a result of deficiencies or poLeni.ial
deficiencies in its own resources at world market price,;;; so as to protrct the
access of United States industry to an equitable share of such materials either
in percentages of production or in absolute quantities from the participating
countries, and (b) suitable protection for the right of access for any person
as defined in paragraph (iii) of subparagraph (3) of section 111 (b) in the
development of such materials on terms of treatment equivalent to tho e
afforded to the national::; of the country concerned, and (c) an agreed sch dule
of increa ed production of such materials where practicable in uch partici­
pating countries and for delivery of an agreed percentage of such increa 'cd
production to be transferred to the United tate on a long-term ba.'is in con-
ideration of a si tance furnished by the Admini trator to such countric'

under this title; and
(10) ~mbmitting for the decision of the Int rnational ourt of Juslic or

of any arbitral tribunal mutually agreed upon any case c.'potlsccl by th
United State Goverlllnent involving compensation of a national f the

nit d • tate::; for governrnental mea ur s aff t ing hi" prop rty rights, in­
cluding contract:-:; with or conc . 'ions from uch country.
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EC. 116. The Pre ident hall tak appropriat step to ncourage all countries
in the Western H mi ph l' to mak availabl to participating countries such
assistance a they may b able to furni. h.

(c) __ ·ot,,·ith tanding the provi ion of ub ection (b) of thi ectio?, the
Admini trator, during the three month after the date of enactment of thl Act,
may perform "'ith re pect to any participating country any of the function
authorized under thi title which he may determine to be e ential in furtherance
of the purpo e,-, of thi title, if (1) uch country ha ignified it adherence to the
purpo e of thi title and it intention to conclude an agreement pur uant to
ub ection (b) of thi~ ection, and (2) he find that uch country i complying

,,,ith the applicable provi ions of ub ection (b) of thi ection: Provided, That,
notwithstanding the provisions of thi ub ection, the Admini trator may, through
June 30, 1948, provide for the tran fer of food, medical supplie , fibers, fuel,
petroleum and petroleum product, fertilizer, pe ticide ,and eed to any country
of Europe which participated in the ommittee of European Economic Coopera.
tion and which undertook pledge to the other participant therein, when the
Admini trator determine that the tran fer of any uch upplies to any such
country i ~ e ential in order to make it po ible to carry out the purpose of this
title by alleviating conditions of hunger and cold and by preventing erious
economic retrogre ion.

(d) The Admini trator hall encourage the joint organization of the partici­
pating countrie referred to in ub ection (b) of thi ,-,ection to en ure that each
participating country make efficient u e of the re ource of uch country, includ­
ing any commoditie , facilitie ,or ervice furni hed under thi title, by ob erving
and revie"'ing uch u e through an effective follow-up y tem approved by the
joint organization.

(e) The Admini trator hall encourage arrangement among the participating
countrie in conjunction with the International Refugee Organization looking
toward the large t practicable utilization of manpower available in any of the
participating countries in furtherance of the accompli hment of the purposes of
thi title.

(f) The Administrator will request the Secretary of State to obtain the agree­
ment of those countries concerned that such capital equipment as is scheduled for
removal as reparations from the three we tern zones of Germany be retained in
Germany if such retention will most effectively serve the purpo es of the European
recovery program.

(g) It i the under tanding of the Congress that, in accordance with agree­
ment now in effect, prisoners of war remaining in participating countries shall,
if they 0 freely elect, be repatriated prior to January 1, 1949.

(h) ot less than 5 per centum of each special local C1.trrency account established
pursuant to paragraph (6) of subsection (b) of this section shall be allocated to the
'Use of the United States Government for expenditure for materials which are required
by the United States as a result of deficiencies or potential deficiencies in 'its own
reso'urces or for other local currency requirements of the United States.

(i) (1) The Ad-ministrator shall, to the greatest extent practicable, 'initiate projects
for and aSS1'st the appropriate agencies of the [7nited States Government in procuring
a nd stimulating increased production in participating countries of nzaterials which are
required by the "[ nited States as a result oj deficiencies or potential deficiencies in its
own resources; and in furtherance of those ouject1"ves the Administrator shall, in addi­
tion to the local currency allocated pursuant to subsection (h), use such other means
avanable to him under this title as he may deem appropriate,

(2) In furtherance of such objectives and w1'thin the limits oj the appropriations
and contract authorizations of the RurecLU of Federal Supply to procure strategic and
cn'tical materials, the Adm1'nistrator, with the approval oj the Director oj such Rureau,
shall enter into contracts in the name oj the Unitfd States Jor the account of such
Rureau Jor the purchase of strategic and critical rnaterials in any participating
country. Sllch contracts may provide for rl liveries over definite periods, but not to
exceed twenty years 1'n any contract, and may provide Jor payment in advance of
deliveries.

(3) Nothing in this subsection shall be deemed to restrict or limit in any manner
the authority now held by any agency of the United Slate. novernment in procuring
or stiln1dating 1'ncreased production of the materials referrcd to in paragraphs (1)
and (2) in countries other than participating countries.
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SEC. 117. (a) The Administrator, in furtherance of the purpose of section 115
(b) (5), and in agreement with a participating country, shall, whenever practicable,
promote, by means of funds made available for the purpo e of thi title, an in­
crease in the production in such participating country of material which are
required by the United tates as a result of deficiencies or potential deficiencies in
the resources within the United States.

(b) The Administrator, in cooperation with the SeGretary of Commerce, shall
facilitate and encourage, through private and public travel, tran port, and other
agencies, the promotion and development of travel by citizens of the nited tates
to and within participating countries.

(c) In order to further the efficient use of United State. voluntary contributions
for relief in' participating countrie receiving a. i tance under thi title in the form
of grants or any of the zone of occupation of Germany for which a i tance is
provided under this title and the Free Territory of Tri . te or either of it zone,
fund made available for the purpo es of thi title. hall be u ed in ofar a. prac­
ticable by the Admini trator, under rules and regulation ~ pre cribed by him to
pay ocean freight charge from a United tates port to a de ignated foreign port
of entry (1) of upplies donated to, or purcha ed by, United State voluntary non­
profit relief agencies regi tered with and recommended by the Advi ory Committee
on Voluntary Foreign Aid for operations in Europe, or (2) of relief package con­
forming to such pecified ize, weight, and content, a. the Admini trator may
pre cribe originating in the United State and con igned to an individual r . iding
in a participating country receiving a. si tanc under thi title in the form of grant
or any of the zones of occupation of Germany for which a i tance i provided
under thi. title and the Free Territory of Trie. te or either of it zone [.]: Pro­
vided, That the Administrator shall fix and pay a uniform rate per pound for the ocean
transportation of all relief packages of food or other general classification of com­
modities shipped to any participating foreign country, regardless of methods of ship­
ment and higher rates charged by particular agencies of transportation, but this proviso
shall not apply to shipments made by individuals to individuals through the mails.
Where practicable the Admini trator i directed to make an agr em nt with. uch
country for the u e of a portion of the depo it of local curr ncy placed in a p cial
account pur uant to paragraph 6 of ub ection (b) of ~ection 11.5 of thi title,
for the purpo e of defraying the tran portation co t of . uch upplie and r lief
packages from the port of entry of uch country to the d ignat d hipping point
of con ignee. The Secretary of State, after con ultation with th Admini. trator,
shall make agreement where practicable with the participating countrie for the
free entry of uch supplie and relief package.

(d) The Administrator is directed to refu e delivery insofar a practicable to
participating countries of commodities which go into the production of any
commodity for delivery to any nonparticipating European country which com­
modity would be refu ed export licen es to tho e countrie. by the nited tat
in the intere t of national ecurity. Whenever the dmini trator b Ii ve. that
the i suance of a licen e for the export of any commodity to any country wholly
or partly in Europe which i not a participating country i incon. i tent with th
purpo es and provi ion of thi title, he hall 0 advi e the departm nt, ag ncy
or officer in the executive branch of the Government exerci ing the authority
with respect to such commodity granted to the Presid nt by [. ection 6 of the
Act of July 2, 1940 (54 Stat. 714), a amended,] the Export Control Act of 1949
and, if difference of view are not adju ted by con ultation, the matter hall be
referred to the Presid nt for final deci. ion.

(e) lVhenever the Administrator shall detenn1'ne that shipping capac£ty availal)le
to Italy is inadequate for such ernigration from Italy as may be desirable to fUl'th r the
purposes of this title, the Administrator shall request the ['nited tates 11larilime
Com'rm'ssion to make avanable to Italy vessels capable of engaging 7'11, slich en'ire for
the purpose of transporting emigrants from Italy to destinations otrer than the [In iied
States, and shall spec1fll the terms and cond7'tions ?lnder wh7'rh sllrh ve. . els shall th liS

be made available, and the Um'ted States 11laritime Com mi. ion thereupon hall,
no.tw.ithstanding any other provisions of law and without r('imbunwment by th .1d­
mm7 trator, make such vesspls available to Italy in aeeorda nee with such tenn and
conri?"tions: Prom'ded, That the total number of ueh 'l.'CS rls made available for such
purpose shall not at anyone time exceed ten: PrO/'id d further, That title to each such
vessel owned by the United States Cov rnment hall remain in ihe [ m"ted ~ tates: And

4 EXTENSION OF EUROPEA RECOVERY PROGRAM

OTHER DUTIES OF THE ADMINISTRATOR



George C. Marshall Foundation, Lexington, Virginia

ITED ATIONS

EXEMPTION FROM CONTRACT AND ACCOUNTING LAWS

EXEMPTION FROM CERTAIN FEDERAL LAWS RELATING TO EMPLOYMENT
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-provided further, That the terms and conditions under which such vessels are made
-available to Italy shall obligate Italy to return the vessels forthwith upon demand of
the President, and in any event not later than June 30, 1952.

SEC. 120. Service of an individual as a member of the Public Advisory Board
(other than the Administrator) created by section 107 (a), as a member of an
advisory committee appointed pursuant to section 107 (b), as an expert or con­
sultant under section 104 (e), or as an expert, consultant, or technician under
section 124 (d), shall not be considered as service or employment bringing such
individual within the provisions of section 109 or 113 of the Criminal Code (U. S.
C., title 18, secs. 198 and 203), of section 190 of the Revised Statutes (U. S. C.,
title 5, sec. 99), or of section 19 (e) of the Contract Settlement Act of 1944, or
of any other Federal law imposing restrictions, requirements, or penalti in
relation to the employment of per ons, the performance of ervices, or the pay­
ment or receipt of compensation in connection with any claim, proceeding, or
matter involving the United States.

TERMINATION OF ASSISTANCE

SEC. 118. The Administrator, in determining the form and measure of assist­
ance provided under this title to any participating country, hall take into account
the extent to which such country is complying with its undertakings embodied
in its pledges to other participating countries and in its agreement concluded
with the United States under section 115. The Administrator shall terminate
the provision of assistance under this title to any participating country whenever
he determines that (1) such country is not adhering to its agreement concluded
under section 115, or is diverting from the purposes of this title as istance pro­
vided hereunder, and that in the circumstances remedial action other than ter­
mination will not more effectively promote the purposes of this title or (2) because
of changed conditions, assistance is no longer consistent with the national interest
of the United States. Termination of assistance to any country under this
section shall include the termination of deliveries of all supplies scheduled under
the aid program for such country and not yet delivered.

SEC. 121. (a) The Pre ident is authorized to reque t the cooperation of or
the use of the service and facilities of the United ations, it organs and pecial­
ized agencies, or other international organizations, in carrying out th purpo es
of this title, and may make payment. by advancem nts or reimbur",em nts, for
uch purpose, out of fund made available for the purpo e of thi titl ,a may

be necessary therefor, to the extent that special compem;ation is u ually required
for uch services and facilitie·. othing in this titl shall be construed to
.authorize the Administrator to delegate to or otherwise confer upon any inter­
national or foreign organization or ag ncy any of his authority to decide the
method of furnishing a istance under this title to any participating country or
the amount thereof.

(b) The Presid nt shall cau. to be transmitted to the SecI' tary General of the
nit d ations copies of reports to 'ongres. on the operations conducted under

this title.
(c) Any agreement. COllClud d b tw en the nit d tat and participating

countries, or groups of . nch countri :::I, in imp~ In ntation of th purpo e of this
titl, hall be r gi tered with the United at10n if uch I' gi tration i I' quir d
by the harter of the nited ations.

EC. 119. When the President determines it to be in furtherance of the pur­
-po es of thi title, the functions authorized under this title may be performed
without regard to such provisions of law regulating the making, performance,
amendment, or modification of contracts and the expenditure of Government
;funds as the President may specify.
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JOINT CONGRESSIONAL COMMITTEE

REPORTS TO CONGRESS

SEC. 123. The President from time to time, but not les. frequently than oncr
every calendar quarter through June 30, 1952, and once every year thereafter
until all operations under this title have been completed, shall transmit to the
Congress a report of operations under this title, including the text of bilateral and
multilateral agreements entered into in carrying out the provisions of this title.
Reports provided for under this section shall be transmitted to the Secretary of
the Senate or the Clerk of the House of Representatives, a the case may be, if the
Senate or the House of Representatives, as the case may be, is not in ses ion.

TERMI T ATIO T OF PROGRA:\f
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SEC. 124. (a) There is hereby established a joint congressional committee to br
known as the Joint Committee on Foreign Economic Cooperation (hereinafter
referred to as the committee), to be composed of ten members as follows:

(1) Three members who are members of the Committee on Foreign Rela·
tions of the Senate, two from the majority and one from the minority party,
to be appointed by the chairman of the committee; two members who are
members of the Committee on Appropriations of the Senate, one from the
majority and one from the minority party, to be appointed by the chairman
of the committee; and

(2) Three members who are members of the Committee on Foreign Affair.
of the House, two from the majority and one from the minority party, to b)
appointed by the chairman of the committee; and two memb 1" who ar('
members of the Committee on Appropriation. of the Hous , one from the
majority and one from the minority party, to be appointed by the chairman
of the committee.

A vacancy in the membership of the committee shall be tilled in the same manner
as the original selection. The committee shall elect a chairman from amon~ its
members.

(b) It shall be the function of the committee to mak a continuou tudy of
the programs of United States economic assistance to foreign countries, and to
review the pI'ogre s achieved in the execution and administration of such programs.
Upon request, the commii.tee shall aid the everal standing committee. of t.h
Congre . havinO' legislative jurisdiction over any part of the programs of ni(ed
States economic assi'tance to foreign countrie ; and it shall make a rep 1'1, to th
Senate and the HouRe of Repres ntative,,;, from tinH' to t.in1<', COllCNning th('
results of its studie , together with such rrcomnH'lldat iOll~ a~ it may deem dt'sir­
able. The Administrator, at t.he reqnest, of the commit lee, shall consult with th
committee from time to time with re. pect to hi activit i s und I' this Act.

(c) The committe, or any duly authorized subcommiLte ther of, is aut.horized
to hold uch hearing, to . it and act at . uch time and place,,,;, to require by sub­
pena or otherwi e th att ndance of such witn ss sand the produdion of such

SEC. 122. (a) After June 30, 1952, or after the date of the pa.. age of a concur­
rent resolution by the two Hou es of ongre.. before uch date, which declare~

that the powers conferred on the Admini. trator bv or pur. uant to ub ection (a)
of section 111 of this title are no longer nece.. arv' for the accompli. hment of the
purposes of this title, whichever shall fir t occur, none of the function authorized
under such provi ions may be exerci ed; except that during the twelve month.
following such date commodities and service with respect to which the Admini.­
trator had, prior to such date, authorized procurement for, hipment to, or de­
livery in a participating country, may be transferred to such country, and funds
appropriated under authority of this title may be obligated during. uch twelve­
month period for the necessary expenses of procurement, hipment, delivery, and
other activities essential to such tran fer, and shall remain available durin~

such period for the necessary expense of liquidating operation. under this title.
(b) At such time as the President shall find appropriate after uch date, and

prior to the expiration of the twelve months following uch date, the power.,
duties, and authority of the Administrator under thi title may be transferred
to such other departments, agencies, or e tabli hments of the Government as
the President shall specify, and the relevant funds, record, and per.onnel of
the Administration may be transferred to the department., agencie., or e. tab­
lishments to which the related functions are transferred.
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SEPARABILITY CLAUSE

o

SEC. 125. If any provision of this Act or the application of such provision to
any circumstances or persons shall be held invalid, the validity of the remainder
of the Act and the applicability of such provision to other circumstances or persons
shall not be affected thereby.

77EXTENSION OF EUROPEA J RECOVERY PROGRAM

book, paper, and documents, to admini tel' such oaths, to take such testimony,
to procure such printing and binding, and to make uch expenditures as it deems
advisable. The cost of stenographic services to report such hearings shall not be
in exce s of 25 cents per hundred words. The provi ion of sections 102 to 104,

- inclu ive, of the Revi ed Statute shall apply in ca e of any failure of any witness
to comply with any subpena or to te tify when summoned under authority of this
sub ection.

(d) The committee is authorized to appoint and, without regard to the Classi­
fication Act of 1923, as amended, fix the compensation of such experts, consultants,
technicians, and organizations thereof, and clerical and stenographic assistants
as it deems nece ary and advisable.

(e) There are hereby authorized to be appropriated such sums as may be
necessary to carry out the provisions of this section, to be disbursed by the
Secretary of the Senate on vouchers signed by the chairman.
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