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EMERGENCY FOREIGN AlD

MONDAY, NOVEMBER 10, 1947

Coxcress oF THE UNITED STATES,
Joint MEETING OF THE SENATE
CosryrrTee 0N ForeiGN RELATIONS AND THE
House CommiTTEE ON FOREIGN AFFAIRS,
Washington, D. C.

The Committee on Foreign Relations of the Senate and the Com-
mittee on Foreign Affairs of the House met in joint session at 10: 30
a. m. in the Senate caucus room (room 318, Senate Office Building),
Chairmen Vandenberg and Eaton presiding.

Senator VaxpeNeerG. The hearing will come to order.

This is a joint initial meeting of the Senate Foreign Relations
Committee and the House Committee on Foreign Affairs to hear a
pu»senttltl()n of the Government’s plan for further foreign relief.

The Senate committee has the pleasure and privilege in this con-
nection of acting as host to the House committee, with its chairman,
the distinguished gentleman from New Jersey, acting as cochairman.

We are also gl.ul to welcome the members of the Herter committee
from the House.

Because it would be impracticable for such a large group to indulge
in effective cross-examination it was decided that for the purpose
of this joint presentation the Secretary shall proceed without inter-
ruption. He and his staff, however, will return tomorrow morning
for public cross-examination in this room.

All of the hearings this week will be public, despite insinuations
to the contrary. There never was any other thought in the prelim-
inary plans made by the distinguished gentleman from New Jersey
and myself with regard to these hearings. Our constant purpose
gince this program was originally launched has been and will con-
tinue to be that Congress and the country shall have total facts in
connection with this entlle enterprise.

I should like to put into the record at this point the President’s
letter to the chairmen of both the House and Senate committees as
a result of which this special hearing starts this morning, November 10.

(The letter is as follows:)

Tae WaITe Houss,
Washington, September 30, 1947
Hon. ARTHUR H. VANDENEELG,

Chairman, Committee on Foreign Relations,
United States Senate, Washington, D. C.

My DEAR MR. CHAIRMAN : The situation in western Europe has, in the last few
months, become critical. This is especially true in the cases of France and Italy,
where slow-recovery of produetivity, particularly of goods for export, combined
with the increasing drain on their dollar resources, has produced acute distress.

1
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2 EMERGENCY FOREIGN AID

The unusually bad harvests in western Europe, together with rising costs of
imports, the unfortunate results of the temporary cessation of sterling con
vertibility, and the near exhaustion of gold and dollar reserves, have placed these
two countries in a position where they are without adequate food and fuel sup-
plies for the fall and winter, and without sufficient dollars with which to purchase
these essentials. They cannot, by their own efforts, meet this major crisis which
is already upon them.

to capitalize on the grave fears of the French and Italian people that they will
not have enough food and fuel to survive this coming winter.

The prospect of a successful general economic recovery program for Burope is
one of the major hopes for peace and economic security in the world. The Con-
gress will soon be called upon to consider the part which the United States should
play in aiding this program. But the program will have no chance of success
if economic collapse occurs in Europe before the program can be put into opera-
tion. Prompt and effective aid to meet the urgent needs of the present is essential,
lest the strains become too great and result in an expanding economic depression
which wounld engulf western Europe and, eventually, spread over much of the
rest of the world.

I have examined with great care the means now available to the executive
branch of the Government to provide the necessary assistance. They may meet
the urgent needs of the next few weeks, but it is clear that they cannot provide
the necessary assistance beyond December, if as long as that. Requirements
beyond that time can be met only if further authority is granted by the Congress.

The problems arising out of these circumstances are of such importance that
they should be considered by the Congress at the earliest practicable time. The
early convening of your committee, together with other appropriate congressional
committees, is a necessary first step in this consideration.

I am requesting, therefore, that you ecall your committee together at the
earliest possible date to consider these problems. I appreciate the fact that
some of the members of your committee are investigating, or are planning to
investigate, conditions in Europe at first hand. Time is of eritical importance
in this matter, however, and I earnestly hope that arrangements can be made
for convening your committee at an early date.

The appropriate departments and agencies of the executive branch of the Gov-
ernment are prepared to provide information and make recommendations to
Your committee when its meetings begin.

Very sincerely yours,
Harry S. TRUMAN,

Now, Mr. Secretary, will you take the stand? We will be very
glad to hear your presentation on the subject.

STATEMENT OF GEORGE C. MARSHALL, SECRETARY OF STATE,
WASHINGTON, D. C.

Secretary MarsmALL. Senator Vandenberg, Mr. Eaton, members of
the committee, the Congress in the coming session will be called upon
to make decisions which, although less spectacular and dramatic, will
be no less important for the future of our country and the world than
those of the war years. Your responsibilities as members of the com-
mittees directly concerned with our foreign relations are accordingly
very great. —

It appears unnecessary to elaborate for you on the somber picture
of the world situation. You all, T am sure, are fully aware of its
gravity and the immense responsibility which the course of events has
placed upon our country.

The President will lay before the Congress the program of his ad-
ministration for aid to Europe. My duty as Secretary of State is to
present the reasons for this program, the reasons why I profoundly
believe that the vital interest of the United States is directly involved.
In concentrating upon the problem of aid to Europe I do not ignore

.
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EMERGENCY FOREIGN AID 3

the fact that there are other areas of the world beset by economic

roblems of tremendous gravity. But the very magnitude of the
world problem as a whole requires a careful direction of our assistance
to the critical areas where it can be most immediately effective.

The need for our assistance in the European area is real and it 1s
urgent. The report of the 16 nations represented on the Committee
of European Economic Cooperation sets this forth, I think, in a
convineing manner.

As a result of the war, the European community which for cen-
turies had been one of the most productive and, indeed, creative
portions of the inhabited world was left prostrate. This area, de-
spite its diversity of national cultures and its series of internecine
conflicts and wars, nonetheless enjoys a common heritage and a
common civilization.

The war ended with the armies of the major allies meeting in the
heart of this community. The policies of three of them have been
directed to the restoration of that European community. It is now
clear that only one power, the Soviet Union, does not for its own
reasons share this aim.

We have become involved in two wars which have had their origins
in the European continent. The free peoples of Europe have fought
two wars to prevent the forcible domination of their community by a
single great power. Such domination would have inevitably menaced
the stability and security of the world. To deny today our interest in
their ability to defend their own heritage would be to disclaim the
efforts and sacrifices of two generations of Americans. We wish to
see this community restored as one of the pillars of world security,
in a position to renew its contribution to the world advancement of
mankind and to the development of a world order based on law and
respect for the individual.

The record of the endeavors of the United States Government to
bring about a restoration of the whole of that European community
is clear for all who wish to see. We must face the fact, however, that
despite our efforts, not all of the European nations have been left free
to take their place in the community of which they form a natural
part.

Thus the geographic scope of our recovery program is limited to
those nations which are free to act in accordance with their national
traditions and their own estimates of their national interests. If there
is any doubt as to this situation, a glance at the present map of the
European continent will provide the answer.

The present line of division in Europe is roughly the line upon which
the Anglo-American armies coming from the west met those of the
Soviet Union coming from the east. To the west of that line the
nations of the continental European community have been grappling
with the vast and difficult problem resulting from the war in con-
formity with their own national traditions without pressure or menace
from the United States or Great Britain. Developments in the Euro-
pean countries to the east of that line bear the unmistakable imprint of
an alien hand. All the nations of Europe, 16 in number, which were
In a position to exercise free choice gave a prompt and energetic
response to the simple suggestion made at Harvard on June 5 last and
thereby an impressive demonstration of the continuing vitality of
European civilization.
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4 EMERGENCY FOREIGN AID

It would be well, therefore, to deal briefly with what the area encom-
passed by those 16 nations plus western Germany has meant to us and
has meant to the world. This community before the war accounted for
nearly one-half of the world’s trade. They owned nearly two-thirds of
the world’s shipping. Thelr industrial production in terms of the
basic commodities of coal, steel, and chemicals was, before the war,
slightly greater than that of the United States. Their economy was
highly integrated, each part depending upon the efficient working of
the other.

I think that the figures cited will indicate the importance, even
from a purely economic point of view, of the 16 nations who have
joined together to develop a program for their mutual recovery. Their
response to our suggestion of June 5 was a remarkable cooperative
effort in a postwar world in which that element has hitherto been dis-
tressingly lacking.

Congress will wish to go into the objectives and the details of the
European recovery program at some length, but T feel that a brief
summary of the tentative conclusions we have reached may serve the
useful purpose of making clear the distinction between the long-range
recovery program and the stopgap recovery program, which we refer
to as interim aid.

Long-term European recovery program: The Committee of Euro-
pean Economic Cooperation, meeting in Paris, produced a recovery
program extending over 4 years. After the most careful checking,
with the assistance of experts drawn from many governmental
agencies, we have concluded that the Paris report correctly identifies
the courses of action necessary to produce recovery and indicates an
approximate order of magnitude of the cost for the full 4-year period.

I feel, however, that we can estimate with reasonable accuracy and
assurance the sum required for the first stage of the recovery program,
which will cover a 15-month period from April 1, 1948, to June 30,
1949. :

Our tentative estimate of the cost, subject to final checks in the light
of the Harriman report, is something under 1.5 billions for the last 3
months of the fiscal year 1948 and somewhat less than 6 billions for the
fiscal year ending June 30, 1949. The findings contained in the Krug
report, the Nourse report, and the Harriman report, together with the
studies made by our interdepartmental committees, make it clear that a
program in this order of magnitude can be safely undertaken by this
country. I shall therefore recommend to the President of the United
States support of the European recovery program and that an amount
be appropriated for the 15-month period ending June 30, 1949,

It is of cardinal importance that an able and effective United States
administration manage the funds which may be made available by the
Congress. How best to achieve this and other essential elements of an
organizational and administrative structure for the program of aid to
European recovery is a matter which the Coneress will wish to examine
with great care. There are several important principles which I
believe should determine the nature of this organization :

(@) The operation of this program will in many ways define and
express the foreign policy of the United States in the eyes of the
European countries and the world. Therefore, the operation must
fully accord with the foreign policy of the President as expressed
through the Secretary of State.
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(b) The organization, if it is to afford successful and dynamic man-
agement to the complete recovery program, must be granted the widest
practicable flexibility both in its operations and in the use of the funds
placed at its disposal. The program of United States support will
achieve its objective only if it is kept responsive to changing situations
and varying supply conditions.

(¢) Full use should be made of the existing governmental agencies
in carrying out those parts of the program which fall within the scope
of their present activities. The Departments of Commerce, Treasury,
Agriculture, Interior, the National Military Establishment and other
agencies are well equipped to perform many of the necessary func-
tions. The National Advisory Council and other competent interde-
partmental agencies will have important parts to play.

(d) Strong central administrative direction is essential in a com-
plex and varied program of this kind. There must be a high degree of
itegration in our operation, both in the United States and overseas.
Unity of command, rather than diffusion of authority and respon-
sibility is required.

The President will submit to the Congress his recommendations
concerning the administration of the European recovery program.

There will be important functions for the United States to perform
in Europe. Much of this work will be negotiation with governments of
a nature constituting essentially in extension of the conduct of the
entire relationship of the United ,States with the participating coun-
tries. - Such matters are now handled through our embassies and lega-
tions and clearly should continue to be. There will be certain additional
functions arising directly out of the operating program, such as screen-
ing of specific import requirements, arrangements for furnishing
technical assistance and other similar specialized activities which will
require the appointment of qualified men who can devote their full
attention to such matters. These men in their dealings with partici-
pating governments should work through our ambassadors because it
is essential to maintain a single channel of responsibility for United
States negotiation with other governments.

For general coordination of the operations in Europe and for cen-
tral representation in the continuing European organization which the
participating countries have decided to establish, consideration should
be given to the designation of a special United States representative
for the European recovery program, with ambassadorial rank, ap-
pointed by the President with the advice and consent of the Senate.

As a general principle, aid should take the form of grants or loans,
depending in each case upon the capacity of the particular country to
repay and the effect which accumulation of additional external debt
would have upon sustained recovery. The precise determination in
each case should be made by the administrative agency with the advice
of the Department of State and the National Advisory Council. In
practice it is felt that, where need is clearly demonstrated and where
repayment cannot reasonably be expected, imports of supplies which
are quickly consumed, such as food, fertilizer, and fuel, of indispensable
items of capital equipment for immediate replacement and repair, and
of essential raw materials should be financed by means of grants,

Loans should be made to cover imports of capital equipment and
raw materifls which will directly produce the means of repayment and
where such repayment can reasonably be expected. At the same time
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6 EMERGENCY FOREIGN AID

every encouragement should be given to early initiation of private
financing so as to eliminate as far as possible the necessity for direct
assistance from the United States Government. Use should be made
of the resources of the International Bank whenever in the opinion of
the Bank the necessary and appropriate conditions for loans can be
met.

It is obvious that the basic responsibility for European recovery rests
on the European countries themselves. However, this Government
must have assurance that the aid it provides is effectively utilized for
the achievement of European recovery as rapidly as possible.

It is contemplated, to this end, bilateral agreements will be nego-
tiated between the United States and each of the countries participat-
ing in the recovery program, settine forth the reciprocal undertaking
relating to American assistance. These acreements will vary in form
and content as between countries, depending upon the nature of the
ald to be furnished and the conditions deemed important in each case.

The commitments should include undertakings to adopt monetary,
fiscal and other measures to maintain stability in price and cost strue-
tures; to develop production to reach targets set by the participating
countries and in particular, to increase the production of coal and basic
foods; and to cooperate in reducing barriers to trade and promoting
increased interchange of goods and services. Many other points and
more detailed provisions to be covered in the agreements will be pre-
sented and discussed during the hearings.

Assistance to Europe will, to a considerable extent, take the form of
commodities. The proposal to be submitted to the Congress con-
templates the nuse of funds provided under the program for purchases
outside the United States of commodities not readily available in suffi-
cient quantities in this country. This policy will tend to protect our
home economy against inflationary price movements which might
result from concentrated buying in our markets. Tt seems clearly in
our interest that the greatest possible amount of these supplies be ob-
tained for Europe from other countries. Such countries should be
encouraged to contribute directly as much as they can to the recovery
program through grants-in-aid or by extending credits for exports to
Europe.

Effects on world economy: T have so far confined my remarks to
the European recovery program itself. But the economic effects of
this program will extend far beyond the boundaries of the 16 countries
involved. Tt is in one important sense a world recovery program.
The delay in European recovery: has created a serious problem for
many countries which normally supply the European market with
raw materials and other commodities. Where Europe’s trade with
the rest of the world would normally have been balanced by the
equivalent exchange of goods and services, the low level of European
production and the limited availability of exports has drastically
reduced such payment possibilities.

Furthermore, the habitual triangular trade patterns have almost
disappeared, whereby Europe met its deficit for goods obtained from
the Western Hemisphere by means of balances obtained from other
parts of the world. Similar patterns of triancular trade used to
provide certain other conntries in the Western Hemisphere with bal-
ances from Europe which were used to purchase goods in the American
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market. With the break-down of these trade patterns, supplying
countries, to a substantial degree, have had to accept nonconvertible
currency or extend credit in order to sell in the European market.
Neither of these procedures has given them dollars with which to pur-
chase in the American market. The net result has been that trade con-
tinued around the world in large part on the basis of American grants
or credits which made dollars available to other countries to meet
their import requirements. The diminishing supply of dollars is
restricting trade everywhere.

The European recovery program will be quickly reflected in other
countries, if the important element of flexibility in purchasing is pro-
vided. To the extent that supplies for Europe are procured from non-
participating countries for dollars, the trade position of these coun-
tries with the United States will be improved. In this way we feel
that the problems of the other Western Hemisphere countries can be
met through a combination of the European recovery program pur-
chases and normal Export-Import Bank transactions.

More important in a fundamental sense, with increases in production
in Europe such as those contemplated in the Paris report, exports
from Europe will increase, and the necessity for the various supplying
countries to accumulate nonconvertible currencies or to extend credit
will diminish. Just as the progress of each individual country among
the 16 will affect the progress of the others, so the recovery of Europe
will inevitably be a significant link in a chain reaction creating or
maintaining economic activity in other countries.

The situation in China continues to cause us deep concern. The
civil war has spread and increased in intensity. The Chinese Com-
munists by force of arms seek control of wide areas of China.

The United States Government and all other world powers recog-
nize the National Government as the sole legal government of China.
Only the Government and the people of China can solve their funda-
mental problems and regain for China its rightful role as a major
stabilizing influence in the Far East. Nevertheless we can be of help
and, in the light of our long and uninterrupted record of friendship
and international cooperation with China, we should extend to the
Government, and its people, certain economic aid and assistance. A
definite proposal is under preparation for early submission,

I do not have to tell you that this foreign economic program of the
United States seeks no special advantage and pursues no sinister pur-
pose. It is a program of construction, production, and recovery. It
menaces no one. It is designed specifically to bring to an end 1n the
shortest possible time the dependence of these countries upon aid from
the United States. We wish to see them self-supporting.

This is certainly not the program of a country seeking to exercise
domination or to influence unduly any foreign country. The nations
and political groups which have now declared their opposition to the
program apparently wish to block for their own reasons the revival
of western Europe.

Interim aid program: I have gone at some length into the major
features of the long-range plan for European reconstruction and the
part that the United States can prudently and wisely contribute be-
cause I fully realize that the speedy and adequate consideration of the
interim aid program, which will be the first item of business presented
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8 EMERGENCY FOREIGN AID

to you, cannot be dealt with by the Congress without understanding
its relationship to the program of long-range reconstruction of Europe

I would, however, urge upon you the necessity of a speedy decision
in regard to the interim aid program. What is immediately needed
is aid to maintain the status quo in food and in the material necessary
to keep the wheels turning and people at work.

It will do little good to discuss the merits of a recover y program
for Europe if in the meantime political and economic conditions have
deteriorated to a point where such a program could not possibly sue-
ceed. The problem of overseas payment has become particularly acute
in the case of Austria, France, and Italy. It is clear that the people
of these countries in the absence of immediate assistance will, during
the next few months, begin to suffer from a lack of food and other
necessities of life and the whole economie and social life of the people
will be seriously affected. Within a short time these countries will
have exhausted all of the dollar resources which they can muster to
maintain the flow of essential supplies.

Austria, whose economy is carrying the weight of a military occu-
pation of four powers, has been able to survive in recent months
largely through the assistance rendered to her under the United
States foreign relief program. These funds will be exhausted short-
ly after the beginning of the year. The dollar resources of France
will permit her to procure essential food and fuel from abroad only
until the end of December. Because of her rapidly dwindling re-
serves, she took steps at the end of August to reduce sharply the
placement of contracts for most other imports. Italy’s financial
sitnation is even more serious than that of Austria or France. Last
June the Italian Government took steps to eliminate the purchase of
most of the raw materials and supplies which she required for the
operation of her economy. The United States foreign relief pro-
gram has been able to provide food and coal until the present time.
I'unds are not in sight, however, beyond the first of December to
maintain the flow of these necessary commodities.

In order to meet this emergency, I recommend that you give im-
mediate and urgent consider ation to a bill authorizing the appropria-
tion of sufficient funds to provide the supplies necessary to permit
the people of these countries to continue to eat, to wor L, and to sur-
vive the winter. This is not a recovery program. It is designed to
help provide the essentials of existence to the people of these three
countries.

To accomplish this purpose it is recommended that the Congress
authorize an appropriation of $597,000,000. Of this amount Austria
needs $42.000.000, France needs $328.000.000, and Ttaly needs $227,-
000,000. These funds should be sufficient to meet, the situation until
March 31, 1948, before which time we hope that some decision may
have been taken by the Congress regarding a broad recovery program.

In the absence of a recovery program the problem of mamtaining
existing levels in Europe -apidly becomes more complex after March
31. Additional countries will by that time practically have exhausted
their dollar resources, and the cumulative effect of the uncertainties
as to the future and the continued low levels of production and con-
sumption will have serious consequences throughout Europe.
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The program of interim aid would be concentrated largely on such
items as tood fuel, fertilizer, fibers, seeds, and medical supplies.
With such resources as they can make available, the countries should
be able themselves to procure other imports needed to prevent eco-
nomic deterioration. The program should be sufficiently flexible to

take account of such changes in requirements and availabilidies as
may occur.

Interim aid should be given to these countries under agreement to
make efficient use of the commodities which we would gupph The
bilateral agreements would also require that the local currency equiva-
lent of the value of the commodities which we supply would be used
only for such purposes as we and the recipient country might agree.
They should also include a provision that the receiving g overnment
make known to its people the purpose and source of our %upp]les and
that it would make available full information concerning their distri-
bution and use.

The operation of a program of the type which is proposed can be
handled expeditiously by existing agencies of the Government. The
procedures and m: ulunelv which are being used in the current relief
program have been set up in accordance with the relief bill enacted last
suminer. :

The urgency of the situation is so great that I recommend that no
new agency bL set up to handle this interim program. The time re-
quired to organize such an agency, to hire personnel, and establish new
procedures would defeat its very purpose. Whatever agency might be
created to administer the long-term European recovery program c uul(l
of course, take over the operation of interim aid as soon as it comes
nto exhlellc e:

There is one further element. It is my understanding that the
Dop(utment of the Almy will be pl("-ellt111w certain additional re-
quirements for funds for occupied areas above the present appropria-
tions available for this purpose during the current fiscal year. I am
told that these will be on the general order of $500,000,000 of which
slightly more than $300,000 (lUU will be for additional requirements in
western Germany.

I have endeavored to present in broad outline the long-: mnee
European recovery program and, in somewhat more detail, ‘the in-
terim-aid program. The proposals will be presented in full to your
respective committees.

é(m(hl%i(m In considering them I know you are aware of the
momentous importance to the world of your decisions. While we
are dealing at the moment with the drab though vital facts of economic
life, they carry with them fateful consequences.

The automatic success of the program cannot be guaranteed. The
mmponderables are many. The risks are real. 'lhev are, however,
risks which have been c: u'efullv caleulated, and I believe the chances of
success are good. There is convincing evidence that the peoples of
western Fumpe want to preserve their free society and the heritage
we share with them. To make that choice conclusive they need our
assistance. It is in the American tradition to help. In helping them
we will be helping ourselves—because, in the larger sense, our national
interests coincide with those of a frec and prosperous Europe.
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10 EMERGENCY FOREIGN AID

We must not fail to meet this inspiring challenge. We must not
permit the free community of Europe to be extinguished. Should
this occur, it would be a tragedy for the world. It would impose in-
mlculable burdens upon this country and force serious readjustments
in our traditional way of life. One of our important freedoms—free-
dom of choice in both domestic and foreign affairs—would be drasti-
cally curtailed.

Whether we like it or not, we find ourselves, our Nation, in a world
position of vast responsibility. We can act for our own good by acting
for the world’s good.

Senator Vanpeneere. Thank you very much, Mr. Secretary.

It is my understanding now, under the tentative arrangements made
by Chairman Eaton and myself, that you and the Under Secretary and
your staff will return tomorrow morning at 10 o’clock and we will
devote the day to a public cross-examination in respect to these
problems, in this room.

On Wednesday you will similarly appear, according to the tenta-
tive program, before the House committee for a similar public cross-
examination.

I simply want to ask you this one question with regard to procedural
information: When will you be prepared to submit to us the specific
legislative proposal respecimg stopgap legislation?

Secretdw Marsmarr. It is ready.

Senator Vaxpensera. I think 1f it might be submitted today in con-
nection with this present hearing it would facilitate matters.

Mr. Loverr. Your clerks have. that, Mr. Chairman.

The Cramrman. Very well. The propoml will be printed at this
point in the record.

(The proposal is as follows:)

DRrAFT, EUROPEAN INTERIM AID BILL

A PBILL To promote the general welfare, national interest, and foreign policy of the

IETI;iigfd States by providing supplies to certain European countries on an emergency

a

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

Sme. 2. It is the purpose of this Aet to provide immediate assistance in the form
of food, fuel, and other commodities urgently needed by the people of Austria,
France, and Italy, hereinafter referred to as the recipient countries, to alleviate
conditions of intolerable hunger and cold and prevent serious economic retrogres-
sion which would jeopardize any general European economic recovery program
based on seif-help and cooperation.

Suc. 3. The President, acting through such departments, agencies, or independ-
ent establishments of the Government as he shall direet, may, by allocation of
funds to any such departments, agencies, or independent establishments, or by
making funds available to the government of a recipient country, whenever he
finds it in furtherance of the purposes of this Act and upon the terms and condi-
tions set forth in this Act and upon such other terms and conditions as he may
determine— ]

(a) Procure, or provide funds for the procurement from any source, by manu-
facture or otherwise, food, seed, and fertilizer; coal, petroleum, and petroleum
products ; other fuel ; fibers: and such other commodities as are necessary for the
accomplishment of the purposes of this Act as set forth in seection 2:

(b) Transport, or provide funds for transportation of, such commodities ;

(¢) Transfer such commodities to any recipient country ;

(d) Incur and defray expenses, including accessorial and administrative ex-
penses and expenses for compensation and travel of personnel, for carrying out
the purposes of this Act.
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Sec. 4. (a) There is hereby authorized to be appropriated not to exceed
$597,000,000, out of any money in the Treasury not otherwise appropriated, to
carry out the provisions and accomplish the purposes of this Act.

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

Sec. 5. After March 31, 1948, no funds may be obligated under this Act,

SEc. 6. Before any commodities or funds are made available to any recipient
country under the authority of section 3 of this Aect, an agreement shall be
entered into between such country and the United States containing an under-
taking by such country—

(a) To make efficient use of any commodities made available under the au-
thority of this Act and to take insofar as possible the economic measures neces-
sary to increase its ability to achieve a self-sustaining economy ;

{(b) To make, when any commodity is made available under this Act, a com-
mensurate deposit in the currency of such country in a special account under such
terms and conditions as may be agreed to between such country and the Gov-
ernment of the United States, and to hold or use such special account only for
such purposes as may be agreed to between such country and the Government
of the United States;

(¢) To give full and continuous publicity within such country as to the purpose,
source, character, and amounts of the commodities made available by the United
States under this Act:

(d) To furnish promptly upon request of the President information concerning
the method of distribution and use of commodities made available under this Act.

SEC, 7. The President shall promptly terminate the provision of assistance
under this Act for any country whenever he finds that such country is not
adhering to the terms of its agreement entered into in accordance with section 6
of this Act,

Sec. 8. All commodities made available pursuant to this Aet or the con-
tainers of such commodities shall, to the extent practicable, be marked, stamped,
branded, or-labeled in a conspicuous place as legibly, indelibly, and permanently
as the nature of such commodities or containers will permit, in such manner as
to indicate to the people of the country of destination that such commodities have
been furnished or made available by the United States.

SEC. 9, The President may, from time to time, promulgate such rules and reg-
ulations as he may find necessary and proper to carry out any of the provisions
of this Act; and he may delegate to the Secretary of State or any other oflicial
or officials of the Government any of the powers or authority conferred on him
under this Act.

Sec. 10, Personnel employed to carry out the purposes of this Aet shall not be
included in computing limitations on personnel established pursnant to the
Federal Employees Pay Act of 1945 (59 Stat. 298), as amended by section 14
of the Federal IXmployees Pay Act of 1946 (60 Stat. 219).

Sece. 11. The President, from time to time, but not less frequently than once
every calendar quarter, and until the end of the quarterly period after all
operations under the authority of this Act have been cowmpleted, shall transmit
fo the Congress a report of operations under this Act. Reports provided for
under this section shall be transmitted to the Secretary of the Senate or the
Clerk of the ITouse of Representatives, if the Senate or the House of Representa-
tives, as the case may be, is not in session. 1

Sec. 12, If any provisions of this Act or the application of such provision to
any cirenmstanee shall be held invalid, the validity of the remainder of the Act
and the applicability of such provision to other cireumstances shall not be
affected thereby. :

Senator Vaxpensere, Have you anything you wish to say, Con-
gressman Eaton ?

Representative Earox. Only that we are very anxious to have the
proposed legislation in our possession at the earliest possible moment
for further study before the hearings go on.

Secretary Marsiarn. It is being delivered now.

Representative Earonx. Thank you very much.
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Senator Vaxpensere. I should like to ask the Senate Foreign Re-
lations Committee to meet at 11:30 in the regular Foreign Relations
Committee office in the Capitol, not for the purpose of he‘nmn’ wit-
nesses but for the purpose of discussion of procedure and so hnth
inasmuch as I have had no opportunity to consult with the committee
until now.

Senator Bargrey. Mr. Chairman, are there enough copies of the
proposed legislation for each member to have a copy? v

Senator VANDENEERG. Y es; I am advised that there are.

Representative Eaton. I would like to have the Foreign Affairs
Committee of the House meet in executive session in our committee
room at 2 o’clock this afternoon and discuss procedural matters.

Senator Vaxpenpere. I think that is all. T ask the members of
the Senate committee to remember the 11:30 meeting in the other
office.

On that basis, the joint session is dissolved.

(Thereupon, at 11:10 a. m., the joint meeting of the committees
adjourned, to reconvene erdl“lte]} Tuesday, November 11, 1947, at
10 a. m.)
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WEDNESDAY, NOVEMBER 12, 1947

House or REPRESENTATIVES,
ComMITTEE ON FOREIGN AFFAIRS,
Washington, D. C.
The committee met in the caucus room, Old House Office Building,
at 10 a. m., the Honorable Charles A. Eaton (chairman) presiding.
Chairman Earox. The committee will please be in order. Our pro-
gram for today is to interrogate further the Secretary of State and
the Under be(letaw on the general statements which were made be-
fore the joint session. We will observe in the first round of ques-
tioning the 5-minute rule, after which the meeting will be open for
"eneml discussion.
We have with us this morning the Secretary of State and the Under

Secretary.

STATEMENT OF GEN. GEORGE C. MARSHALL, SECRETARY OF STATE;
AND HON. ROBERT A. LOVETT, UNDER SECRETARY OF STATE

Chairman Earox. Mr. Jonkman
Mr. JonkmaN. I have no questions.
Chairman Eatox. Mr. Bloom

Mr. Broos. I have no questions at this time, Mr. Chairman; I re-
serve my time.

Chairman Earox. Mr. Merrow

Mr. Merrow. Mr, Chairman. I would like to ask the witness this
question. I notice that the figures on aid to France and Italy have
changed since the President’s address to the country. They have
been scaled down. I am wondering if the figures you presented the
other day are figures that you think will remain constant, or are they
likely to "be revised again ?

Secretary Marsgarn. Our opinion at the present time is that these
will pwbal)l\ remain constant. I might say that certain of the changes,
particularly in relation to Italy and Austria, can be explained in
detail here by one transac tion where immediacy of the availability of
the money in order to make cert: vin purchases had to be obtained by
changing from one to the other. That can be explained in detail here
by one of the sta¥f who is intim: wtely familiar with the situation. But
in general we think these figures w i11 be constant.

Mr. MErrow. Mr. Secretary, it is my understanding that the French
funds will probably be exhausted around the first of December. Is

that true of Italy?

13
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Secretary MarsuaLL. France is expected to have exhausted its re-
sources, in the way of funds for purchases outside of the country and
payments outside of the country, by December 31.

Mr. Merrow. By December 317

Secretary MarsmALL. Italy represents an immediate requirement,
because they will be at the end of their tether about December 1.

Mr. Merrow. Mr. Secretary, if we are going to grant this aid—and
we probably will; personally I have been in favor of it for a long
time—should it not be done immediately, so that contracts can be
placed and pipe lines can be kept filled ?

Secretary MarsmarLL. That is our feeling, sir.

Mr. Merrow. Thank you.

Chairman Earon. Mr. Kee

Mr. Kee. Mr. Secretary, perhaps the question I want to ask might
well be deferred until later in the hearing; but on yesterday, in your
testimony, you sketched quite a clear picture of the situation in the
world and possibly you might be able to give us part of that picture,
with one more stroke of the brush. You brought China into the pic-
ture. I would like to ask to what extent, if any, aid is to be given to
China out of the funds appropriated, if these funds are appropriated
in accordance with the terms of this bill ?

Secretary MarsaarLL. The situation, sir, is one, as you know,
of great complexity. I might say, by way of a start, that it
has been the unanimous desire of those concerned in the State Depart-
ment and other Government agencies to find some way to do something
helpful so that we could present a program to the Congress with a
reasonable basis for expecting an efliciency of result of, we will say,
70 percent. The problem has been how to find such a basis.

Going specifically to that part of your question which related to
interim aid, there 1s a complete difference in the situation in China
from that in western Europe. In western Europe we are faced, as has
just been referred to in the question previous to yours, with a complete
lack of funds to continue the purchase of necessary imports to sustain
the life of the people, to keep the machinery now in motion going even
at its present slow rate. That i1s not the situation with regard to
China. They are not threatened with any immediate cessation of
whatever import activity has been going on. And they have resources
which would enable them to continue the present import rate for some
months. So it is not the same issue that is involved in this interim-aid
program.

Passing from that phase of the question to the general proposition
of what would be proposed for China, I would say, first, it would be
much simpler for me to discuss it when we come in with the detailed
program, which we will do very shortly. But I will say this at the
present time. First, we have been trying to find some practical basis
which would justify the expenditure of American funds on the basis,
as I say, of getting about a T0-percent return in effectiveness of use.

The condition in China is one of extraordinary or extreme inflation.
Now, what can we do to tide over, we will say, the Chinese Govern-
ment in its present dilemma? It is going to have to make certain
adjustments in order to have any hope of reducing inflation. It can
be given certain help, we think, in relation to what they are now
buying with their resources outside of the country. And it is on that
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approach that we will come in with details to the Congress in regard
to that matter.

But, to go back to what I said in the first place, the interim situa-
tion is not at all comparable to that with which we are faced in Europe.
In Europe we are faced with a cessation of purchases on:which the
life of the particular country depends. That i1s not the case at the
present time in China.

Chaotic conditions in China? Yes; far beyond that of the situation
in Europe. But the situation leganlnm food, imports, exports, and
so forth, is on quite a different basis from that that has existed in
Europe and the crisis that is impending in Europe.

I hope I have made the matter clear to you, sir.

Mr. Kee. Thank you; that 1s all.

Chairman Earox. ’\hc\ Bolton——

Mrs. Bouron. Mr. Secretary, I am not going to ask any questions
on details. Those Wlll be asked by people “who are more given to de-

tails in the matter of figures, and so on, than I am. But I do want

to have in the record H(Jlll\JthlllO' on the subject of the basic, funda-
mental necessity for this interim aid, which is what we are concerned
with at the moment.

It is your belief that the situation in both France and Italy is ex-
ceedingly grave; is that correct?

Secretary Marsmarr. That is my convietion.

Mrs. Bouron. I am just back myself. And the sum total of what
I was able to discover there—and T had some opportunity to r;h-an\e
outside of our own governmental group—is that the moment is of
very critical importance. In France particularly the Kremlin is
putting in every single bit of its heavy artillery. They are saying
through handbills and through every other means shocking things
about us in an effort to disgrace us completely with the French people.
Despite that fact, the municipal elections were away from the Com-
munist trend. And that was true in industrial districts and among
labor elasses, who were going away from that trend.

Is it not therefore ]hlltl(‘llldl ly IIII]H'I‘HII\'(‘ that at this moment when
that trend is away from communism, when it 1s up, so to speak, we
oive France a sense of our understanding that she is trying to keep
her balance even against those pressures ?

Secretary MarsmarL. I agree with you entirely. I think the im-
portant aspect of the matter governing to quite an extent our proce-
dure is that a certain momentum has developed toward what we
strugole for, which is free choice, free governments, freedom as we
understand it. Now, it wonld be tragie if we did not assist in the
further development of that same momentum, because there is never
much chance of that just remaining poised. It either goes forward
orit goes back.

And in this particular situation, in this grave crisis, our action 1
think would have quite a determining effect. What we are trying to
do. of course, is to maintain the status quo until March 31, both in foods
and in keeping the wheels of production going as they have been going
the past few months, which has not been too good. But at the same
time that means immediate assistance. It not only gives us a chance
to consider what might be done in a larger way for recovery, rather
than aid, but I think it would contribute dnpctl\' to what you are talk-
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ing about. It would add to the momentum which has gathered in the
past few months, along the line that we so much desire.

Mrs. Bortox. As the Kremlin seems certain that France s a most
necessary factor in its control of Europe, surely we should recognize
the same seriousness of the import of the position of France in the
whole western European structure, should we not ?

Secretary Marsaarnn, I think that is correct.

Mrs. BorroN. May I ask you if you feel that there is any sense
taking place in France and in the other countries of Europe that they
will get together in some way, so that they may present a united front
against the onslaughts of the Kremlin ?

“Seer etary Marstare. I think that is one great encouraging factor
at the present time. The report of the 16 nations for the economic
rehabilitation of Europe was not just a report. That was a historic
get-together among nations, I think. I believe it is of such great im-
port that we do not apprecmte at the present time what a tremendous
step that is toward a cooperative set-up in Europe among these closely
associated nations along lines which are clean and decent and are for
the general good of all coneerned.

Mrs. Borrox. It would seem as though that were the only solution
for western Europe?

Secretary Marsmarn. That would appear the only desirable solution.
Otherwise you are confronted with dissolution rather than solution.

Mrs. Borron. I quite agree. In the Italian situation we have very
much the feeling that the Italians were pulling themselves together,
that there was an entirely different feeling there from what we had
2 years ago; is that your sense at all of the situation /

hom?talv Marsmarn, That is our sense.

Mrs. Borron. And that would have a good deal to do, of course,
with our attitude and the attitude of some of those who were not so
thoroughly in sympathy toward doing something for those who help
themselves ?

Secretary Marsaarn. I think so.

Mrs. Borron. Thank you.

Chairman Eatox. Mr. Richards

Mr. Ricmarps. Mr. Secretary, I believe it is your idea that this aid
program be administered by existing governmental agencies; is that
correct ?

Secretary Marsmarn. Yes, sir.

Mzr. Ricitarps. You do not think it would be enough to increase the
powers of the Export-Import Bank and the Cnmmmllty Credit Cor-
poration to meet this situation ?

Secretary Marsnavn. When you use the expression “to meet the
situation.” I assume you do not mean that they alone could handle the
whole affair. I would not attempt to discuss with you gentlemen the
pros and the cons of the Export-Import Bank. That is a monetary
matter beyond my ecalculations and immediate understandings. We
have in the Department men who are intimately familiar with whav
it means in its various aspects, notably the Under Secretary of State,
Mzr. Lovett, from his past experience as well as his present.

We have in mind in this program—and that was included in my first
1eplv to you—that while we do business through governments at the
same time we hope to develop private ar: antrementb in connection with
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loans and business activities, parallel to the general procedure. But
the possibilities of that, the practicabilities, can be explained in some
detail by the men who have made a very thorough study of it, and
whom I have with me here this morning.

Mr. Ricaarps. You do not qntlclpate that existing governmental
agencies could handle the long-range relief pmﬂrmm?

“Seer etary MarsgpaLn. No, sir. T think that will require a very
special administration. Those agencies are all going to be involved,
but it is going to require a very highly concentrated authority in
order that thev may be able to act in “relation to the (levelopmont of
the sitmation; because no one can tell you now, in November, just
what is going to be the situation 6 or 10 months from now, because
of the sun and the rain, and all sorts of other factors which are
imvolved. There are a great many imponderables in this. So I not
only feel there must be an administrative agency, but it should be
under very concentrated control, so there will be no diffusion of au-
thority except insofar as the State Department has a direct respon-
sibility as to foreign policy.

At the same time this agency in order to function with the utmost
efficiency must have a very liberal charter, so that the head of it can
cperate in accordance with the situation at the time. It would play
quite a part in relation to the other agencies that you have mentioned.
You are getting me into pretty deep water on the fund proposition
but my attention has been called to the fact that that subjeet is
treated in a paragraph on page 62 of this blue book which we have
submitted to the committee and which I can read, if you wish me to,
at this time.

Mr. Ricuarps. If you would like it to appear in the record, Mr.
Secretary.

Secretary MarsaarL. I think it is already in the record.

Mr. Ricaarps. 1 am just wondering whether it would not be wise,
1f we are going to use existing relief agencies of the (Government

Sec l‘et’ll\,’ MARSHALL. 1 have misled you. When you said relief
agencies of the Government, I thought you were talking about long-

range activities. I have got to correct most of what I have just fsfud,
because we feel very strongly that the existing agencies that were set
up under the Relief Assistance Act should be utilized for this purpose.
They require very small amplification of individuals here and there.
So I was entirely off center when I was talking to you before.

Mr. Ricuarps. I think that was my fault in 1sl\1mr the question
as I did, Mr. Secretary. I am wondering whether, in this interim
aid plorrram it would not be best to amend the Relief Act of 1946,
instead of passing an entirely new act.

Secretary Marsmarr. I would suggest that you can get a better
answer to that from some of the men who have mtmmte]y studied
the procedure. We have here a draft of a bill for interim aid.
Whether or not that particular paragraph is in there, I cannot recall at
the moment. T can refer you to Mr. Lovett on that.

Mr. Ricaarns. I think that question might more properly be asked
of Mr. Lovett later.

Secretary Marsaavr. I will repeat again, we think it is very im-
portant to utilize the existing Government agencies that were put
into effect by the act of Congre.ss last summer.
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Mr. Ricuarps. Thank you very much. That is all.

Chairman Eaton. Mr. Vorys.

Mr. Vorys. Mr. Secretary, I happen to agree with what you said and
our chairman, Dr. Eaton, said and Senator Vandenberg said last
summer, that we were tlu'uugh with stopgap piecemeal aid. I con-
sider that what we are telling about now is simply an installment
on a long-range program; if “that is not true, we ought not to do
anything. H'wmtr that in mind, it seems to me that we ought to get
going iast as fast as we can, on a plan for a long-range program
that “this country can swing. I understand that you would prefer
to have the details discussed with the Under Secret tary, but I want
to ask you one question.

You stated the other day that the conditions covering what we
would do would be incorporated in bilateral agreements. You stated
tth morning what we all believe, that the 16- nation meeting in Paris

ras of historic importance. Is it not possible to arrange it that our
aid, either interim or long-time, be handled through the 16 nations.
through a multilateral agreement, rather than by a series of bilateral
agreements ?

“Secr etary Marsmarr. I think both are involved, multilateral and,
in detail, bilateral.

Mr. Vorys. What I am concerned about is that after these nations
have taken the first step in working together, we go back again for
the third time this year into piecemeal, stopgap aid, in which
case we would get these countries lobbying against each other and
having each one of them see how ba(lly off it can show itself to be.
That is not a good way to proceed. Is it not possible promptly here
to get up an arrangement so that the European end of this problem is
handled on a multilateral and I should hope a 16-nation lnsls?

Secretary Marsuarr. There is not much question about what you
said being right on the long-range program. There are a good many
C(Jll}plltcltlmh immvolved in thls interim aid, so I do not feel ~»nﬂw1m1ﬂy
advised at the moment to give you a definitive answer.

The general impression I have received in going through all the
factors that have been presented to me is that “the differences are o
great in relation to these countries that you have to have some special
undorat(uuhn(r with the respective countries.

On the interim aid we have three countries involved—Italy, I'rance,
and Austria—and Austria is in a very special status quite ditflerent
from Italy and France.

Now, so far as general provisions go, certainly it is an advantage
to have it multilateral, but when it comes to the details T think there
are some factors that would be very difficult to put into a multilateral
basis.

This involves only three countries and one of those on a rather odd
status.

I think possibly some of the gentlemen who have worked out the
exact details of the “why” of the necessity can give you a better answer
than I am giving you now.

Mr. Vorys. You mentioned existing organizations, and on page

2 of the memorandum furnished to us, you mention that the opera-
tlons could then be integrated into the existing organization respon-

sible for carrying out the relief assistance program. That is under
Public 84.
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We also have an aid program under the Greek-Turkish bill. After
reading over the draft of the act that has been presented, it seems to
me everything could be accomplished by raising the amount in Pnblic,
84, by adding $500,000,000 or whatever it is decided to add; add the
word “France,” beeause Italy and Austria are already specifically
named in the legislation, and we would simply be amending a law
that has been labored over in Congress very carefully this year, for
providing relief.

Would you prefer to have that discussed later?

Secretary MARsHALL. You are getting into a legislative complica-
tion that T would not like to answer you offhand on, because I might
just fog the issue. Certainly your presentation sounds very simple,
except it would not only be the question of adding France to the list,
but whether or not this money would apply to countries other than
Austria, Italy, and France.

Mr. Vorys. I just dislike having Congress pass a third bill,
a third stopgap bill, in 1 year, and I thought it might look better,
if this is to be a stopgap proposition, to have only two a year.

Secretary MarsHALL. It 1s a question of how serious the amend-
ments would be that would be required, and whether or not it is
desirable to amend that seriously, or to have a new bill.

I certainly am strongly for whatever is the simplest approach to
the problem. You are getting into a very decided legislative tangle
there that I do not want to talk about offhand. i

Mr. Vorys. We are confronted on the legislative committee with
the legislative problem,

Secretary Marsmarn. Now that your question has been asked, it
can be answered very carefully and a reply given you. ,

Mr. Vorys. One other question along that line: Is there any reason,
from the standpoint of the State Department, why we should not pro-
ceed to set up the machinery for a long-term aid agency at present?
~ Secretary MarsHarL. From the viewpoint of the State Department
in this matter, we do not want anything to delay the enactment of
the interim aid bill. Now, that being assured, then the earlier the
long-range program is put into form the better.

Mr. Vorys. So that the question of whether delay is involved is
a matter for Capitol Hill, and whether the machinery of Congress
can grind fast enough to set up a long-term organization. As far as
the State Department is concerned, yon are ready to recommend, or
pass on recommendations, with reference to long-term aid machinery
now ; is that not true?

Secretary Marsmarr. That is true with limitations; first, the ad-
ministration—the President, in other words—has to declare himself
before we are completely free agents in the matter.

Mr. Vorys. Of course.

Secretary MarsHarn. And I will repeat that from our point of
view we do not want anything done that would delay the enactment
of the interim-aid program. After that, the earlier the long-range
program is undertaken the better.

Mr. Vorys. If there is not to be a long-range program, there is not
much excuse for a short one; is that not true? 1f all of you——

Secretary Marsmarr. I understand your question. I was just think-
ing of how to qualify my reply.
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Mr. Vorys. I do not want to put an answer in your mouth.

Secretary MarsHALL. The only way that you could reply to that
is to say the assumption must be that we debate the long-range program
first and turn around to see whether or not we decide on that, and
then we would go to the interim aid program. Well, it would
seem highly 11111)1‘01)‘1])]3 that a decision on the long-range program
could be taken in time to permit action on the interim aid program.

Now, our feeling is that if the interim aid 1s not enacted there is
not much hope for the long-range plan because the situation will so
deteriorate that its pr ospects for success would be too poor.

Mr. Vorys. Now, just one more thought on that. The State De-
partment and everyone else has 1'ec<>1nmendvd that as to any long-range
program that we authorize amounts, not all at once, not more than cer-

amh a year or so at a time so that we will alwa ays be considering

interim parts of a 1011"— ange program. What we are now domg,
whether we label it interim aid or not, is considering parts of a long-
range proposition all the time; is that not trne?

*-»uletn\ Marsaarn. That is the perspective of this matter. But
what we are really doing in this interim aid—to put it blunth, as I
endeavored to express it to some of the leaders of Congress in a meeting
with the President the other day—we are buying an option on time
in which to consider whether or not a long-range program is going
to be acceptable to the Congress and, of course, to the people. Now,
without that action, in order to maintain the status quo, 1t 1s our con-
viction—and I think that we have ample justification for that, too
—that the situation will so deteriorate there is little hope for success
of another program of the nature we have in mind as being essential.

Mr. Vorys. This 1s the third option that has been plupnsed this
year. There comes a time when emergencies become a habit and it
strikes me—regarding the long-range program, we are either going
to handle it intelligently and not kid ourselves, or we are going to
continue the practice we have had this jye‘n'—each time calling our
installments emergency options on buying time. I hope we get soon
to a long-range view on this.

Secretary MarsHALL, I hope so, too, Mr. Vorys. 1 mlﬂ‘ht add this—
that in June many of the events of this fall could not be Tur{‘woen We
share your concern and your regret that we have a crisis. It i1s a
problem of meeting the situation.

Now, then, I think this: In regard to your convietion that yon
hope thh time we will deal with the matter in a w ay that will not be
just piecemeal, we will not be just meeting one erisis after another,
there has been an effort made which is proven by the production of
the data, of the surveys that have been made, and I think a very suc-
cessful effort has been made to give the Congress all the pertinent
facts in the case on which to make a rather final judgment.

Mr. Vorys. One other question. T find in the memoranda a basis
of 520,000,000 bushels of wheat for export for the coming year. Can
you tell us where you get that estimate? I under stood there was
not going to be that much.

Secretary Marsmarn. The Department of Agriculture, sir.

Mr. Vorys. Going back to this $3 50,000,000 last lelllg. that wi
represented as b(*mg 5T percent of the need for this year, and we hmm
put up not quite our 57 percent. Is not one aspect of this thing that
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the other countries that might have put up the 43 percent have not
come through and therefore we are simply finishing out this year the
estimated relief needs that were reported to the C(mﬂ'l ess last spring

Secretary MarsaaLL. I think that is appr oxmmtely correct, sir.

Mr. Vorys. That is one reason why it might be well

Secretary MarsmarL. Australia did come through with assistance
equivalent to 12.8 millions of dollars; Canada w ith $20,000,000 ; Den-
mark with $4,000,000 ; Norway with $3,000,000, and the United King-
dom with $40,000,000.

Mr. Vorys. Forty million dollars, while it is not so labeled in the
report, was a loan. I am talking about the British $40,000,000.

Secretary MArsHALL. Six million dollars was a loan out of the
$40,000,000 on the basis of commercial credit.

Mr. Vorys. It was reported in Austria to us by American officials
that it was a loan. It is not of great importance but there is no point
in bringing that in as if it were some sort of a contribution.

Secretary MarssavL. You mean that it was not a grant-in-aid?

Mr. Vorys. No; it was a loan.

Secretary Marsmarn. They tell me that thus far the only part that
was a loan on which repayment was specified was $6,000,000 for wool.

Mr. Vorys. That does not correspond with the information we re-
ceived in Austria. I will get the information and take it up with your
officials. That is all.

Chairman Earox. Mr. Jarman.

Mr. Jarman. You have thoroughly indicated your opinion that
time is the essence of this matter, with which T heart ily agree.

You referred to the desir flblhtv of keeping up the momentum and
the fact that unless we act quickly the long-range program might be
useless.

In addition to that, is it not a probability that if we delay our action
on this matter too long we will not "wcmnphsh with the amount of
money indicated, what we might accomplish; or, stated another way,
1t will cost more than the amount now estimated ?

Secretary Marsuavr. That is probably correct, sir.

Mr. Jarman. Furthermore, if multilateral action to which reference
has been made occurs, is it not probable that bringing into the
picture 16 nations instead of 4 would inevitably cause delay regardless
of the action of this Congress?

Secretary MARSHALL, \l\' understanding of that was not to involve
all 16 but the 4 primarily concerned in that. Was not that your idea,’
Mr. Vorys?

Mr. Vorys. Well, my hope was that we could carry out what you
suggested in the Harvard speech and what has been started, and that is
some sort of group of nations working together. T had hoped for more
than merely the four that are in immediate need.

Secretary Marsaann. Three.

Mr. Vorys. I understood yesterday it was stated there might be
others that would be in serious trouble. although it was not immediately
foreseen. I am just hoping that we can continue with the united plan
over there rather than a piecemeal plan, so Mr: Jarman, I think, did
state mv thought properly.

Mr. Jarman. My reference to four nations included our own. As
the Secretary stated, the group of 16 nations has already accomplished
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a very desirable purpose in getting together and submitting to us
the long-range program, whereas this is a matter pertaining prlmanlv
to these countries. I do not see the necessity for bringing the 16
into this consideration of a purely stopgap matter, despite the great
desirability of having them function as they are going to function
on the long-range plan

Secretfuv Marsmarr. T am inclined to agree with you, sir.

Dr. Jupp. Mr. Secretary, I notice that this is a bill “to promote
the general welfare, national interest. and foreign policy of the United
States.” I assume, therefore, that it is your opinion that if part or
all of western Europe were to come under the control of the Com-
munist Parties there in some such way as eastern Europe has been
taken over by the Communist Parties in those countries, that would be
against the “general welfare, the national interest, and the foreign
pohcv of the United States”: is that correct?

Secretary Marsaarn. That is a pretty large question, the way that
you have expressed it. If Europe had been taken over, as you indi-
cated, by the Communist Party, we would not have very much basis
for negotiation or discussion.

Dr. Jupp. My question was not if it had been, but if it were to be
taken over, in whole or in part. Is it true or not true that this bill is
designed to prevent that happening in western Europe, because if it
were to happen in western Europe it would be considered against the
interests, foreign policy, and general welfare of the United States?

Secretary MarsiaLL. Our interest is to maintain peacetul stability
and freedom of action by peoples, and we feel that unless we do some-
thing like that, freedom of action and stability will vanish and there-
fore it is highly important we take the action that has been recom-
mended.

Now, going more directly to the phase of your question which has
to do with ideologies, our foreign policy is based on certainly the
approval of a world in which there is a free choice in Government
rather than a dictatorial autoeratic or police power of government.
We feel in this present situation we should do everything we can
to help those nations that favor freedom of action of ,r_rmfernment
and have been the proponents of that in the history of the world,
even before our time. Does that answer the question ?

Dr. Juop. Yes; and T agree with the answer.

T would like to ask you this question: Ts it your opinion that if
China or even if north China and Manchuria were to come under
the control of the Chinese Communist Party, it would be contrary to
the general welfare, national interest, and foreign policy of the United
Qt{ltmg

Secretary Marsmarr. That is my thought.

Dl Juop. Well then, do you think the program that T understand
from the papers you proposed to the Senate committee yesterday,
is adequate to prevent north China and Manchuria from being taken
over by the Communist Party?

Secretary Marsmary. Were you in the room when T answered a
similar question ?

Dr. Juop. No; that is why T wanted it for the record here.

Secretary Marsmarr. I will try to repeat myself.

Dr. Juop. All T had was the newspaper reports.
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Secretary Marsnarn, I made a lengthy statement before the com-
mittee this morning. I will endeavor to repeat it.

The situation in China is quite a different one from that in the
western portions of Europe. We are in western Europe confronted
by governments that have been going along withont extreme infla-
tion, and under the necessity of importing a great deal in the way
of food by the very conditions of their industrial and other set-ups.

Now, they are faced with a situation where they will be unable to
pay for imports necessary to maintain the ordinary standards of living.
Up until the end of this period, March 31, 1948, that means a termina-
tion of, or a great deterioration in, the existing situation.

On the other hand, when you turn to the Chinese phase of the matter
you have quite evident to all of us, and particularly to those who have
seen it, a chaotic situation and one of extraordinary inflation. Also,
a very unhappy people. But they are not threatened with a change at
the present time in their import procedure. They have resources to
continue that for quite some months, so it is not one of emergency of
action before March 31, 1948.

On the other hand, it is very decidedly one where we have found the
greatest difficulty in trying to calculate a course where money could
be appropriated with, as I put it, a 70 percent probability of effective
use 1n the situation.

Now, that is what we have been trying to develop. We could not—
and I add this to what I said earlier this morning—find through
the ordinary agencies, the Export-Import Bank, any basis for getting
ahead with certain enterprises in China which we thought would be
helpful, so it is going to be necessary to turn to Congress for action on
its part. What we have in mind, very briefly, is in relation to their
import program from overseas outside of China, to see what can be
done toward a stay of execution in the deterioration of their monetary
situation so as to give them a chance, with reasonable action on their
part, and very energetic action on their part, to take some measures
toward restoring the financial situation.

Now, other moves come in after such action has been taken.

To repeat what I said in the first place, the character of the emer-
gency we are dealing with is quite different as between the European
situation and the Chinese situation. Omne is an immediate, almost
cessation of the power to purchase what they have to have for the liv-
ing of their people; on the other hand, China, under its present im-
porting procedure and its present resources is able to go along to that
extent in the way it has been going.

Dr. Jupp. 1 again agree thoroughly with the Secretary’s statement,
that the problem in China is not primarily economic. I think the
Secretary will agree the problem in China is primarily military.

Does the Secretary think such a proposal as he outlined to the Sen-
ate yesterday is adequate to resolve the situation in China, or even to
stay further deterioration, as long as the military situation continues
to deteriorate? Are there any economic and financial measures we
can take which give any hope of remedying that situation until the
enormous military drains are reduced ?

Secretary Marsuarr, Certainly it is extraordinarily diffieult to find
anything that will benefit the situation until this extra drain of 70 to
80 percent of the budget for the military effort is reduced. That, of
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course, 1s the destructive factor in the situation, and the problem is
how to deal with that.

Dr. Jupp. Yes.

Secretary Marsmarn. What the eventualities will be in connection
with that is a very speeial thing.

Dr. Jupp. What I.would like to know is whether the Secretary’s
proposal, which he said in his statement to the joint committee that
he was preparing for early submission, will contain any suggestions
as to remedying that which certainly is the root of the pwblun n
China.

Secretary MarsHaLL. It probably will not. That will have to be
something else.

Dr. Juop. Are we justified in appropriating the taxpayers’ money
as a palliative 1f we are not prepared to attack the real causes.

Secretary Marsmarn. You have stated very well the reason why
we could not have proposals in last May and June. We have been
searching, as I stated in my previous statement this morning, with
almost complete unanimity for some way to help, but that is a very
difficult thing to determine, and most of the solutions that I have
seen are qmte impractical.

Dr. Jupp. Last spring the President at the time he brought in the
message on the Greek-Turkish aid bill, said—

I believe it must be the policy of the United States to support free peoples who
are resisting attempted subjugation by armed minorities eor by outside
pressures—

Some of us asked Mr. Acheson when he was before us whether he
thought that applied to the Chinese situation, and he said—

The Chinese Government is not in the position at the present time that the
Greek Government is in, It is not approaching collapse; it is not threatened with
defeat by the Communists. The war with the Communist is going on muech as it
has for the last 20 years.

Is it your npmmn that his elescnptwn of the situation, as given to
us last spring, is still accur 1t03

Secretary MarsuavL. Noj I do not think it is. There has been a
gre: n’ deterioration.

r. Juop. If we gave military assistance to the Greeks when they
were tlnmtcned with subjugation, and the situation in China now
approaches that which Greece then had, is there under consideration
any proposal for giving military assistance to the Chinese Govern-
ment similar to th: at we gave to the Greek Government ?

Secretary MARSHALL. "We sent 40 officers to Greece with a few men
to 1~«-1-t them—

Dr. Jupp. We also sent a great deal of ammunition and war ma-
ter 1(1].

Secretary MarsmarL. Will you let me finish my statement, sir? We
sent 40 officers to Greece with a few men to help with the ordinary
administrative procedure. We also sent certain m: iterial to Greece. I
do not know the total value of that.

We have in China now some hundreds of officers with the Chinese
Army, to assist the C ]lII]l‘HE‘ Government in their military organization
and in their procedure. T do not know what the total of that military
group is, but it approaches 1,000.

Dr. Jupp. Yes.

George C. Marshall Foundation, Lexington, Virginia




EMERGENCY FOREIGN AID 25

Secretary MarsHArL. And they have been working very hard, and
we have Iecentlv authorized them to go ahead with a p1'0v1-mn.11
training center in Formosa. Also, there has been a great deal in the
way of material turned over to China. The present issues that we
are talking about, ammunition, which was mentioned by you, is another
matter that is being handled, and that has been under careful consid-
eration by the State Department and the Army.

Dr. Judd, the difficulties there go far beyond military equipment.
I think you are aware of that.

Dr. Juop. Yes; I am. But those difficulties to which you refer, 1
think, cannot be resolved without also some military equipment.
That 1s one of the parts of the solution.

May I ask, will the detailed proposal that the Secretary says is
under pl'opamhon for early submission be submitted in all pmbabllltv
before the Secretary leaves for the Council of Foreign Ministers’
meeting ?

Secretary Marsmarr, I could not answer that right now, sir. 1 do
not think it will be, sir, but it will be submitted bv the tlme the Con-
gress reconvenes, or earlier.

Dr. Juop. Reconvenes in Januar y?

Secretary Marsmarr. In the regular session; yes.

Dr. Jupp. Do I understand that with respect to the situation in
China there are also two sorts of propesals, an interim proposal to
meet the immediate emergencies, financial and otherwise, and also a
China-recovery program comparable to the Iuropean recovery
program ?

Secretary Marsmarn., I would not like to discuss that until I have
an approved program by the administration to come in here with.
All T would be doing would be to tie my hands one way or the other
without complete ¢ .onsideration of the factors involved. I can assure
you we want to, and I can assure you it is a very difficult thing to do.

Dr. Jupp. I left China a week ago this morning, and while I was
there a good many thoughtful and eminent Chinese asked me questions
which I had rllﬁlcultv in answering. They are going through a
process of reevaluation of their position just as we are, a reexamina-
tion of who are their friends and otherwise.

The question usually came up in such form as this: If the United
States takes such a position with respect to European nations which are
threatened by Communist minorities and does not take such a posi-
tion with respect to China when it is threatened by a Communist
minority, why—and these are the five questions:

First, is it because the Chinese are of a different color than the
Europeans?

That is the first time that T have heard that raised in China, and it
is alarming. Is it a race matter?

Second, is it because the Americans still believe that the Communists
in China are not Communists, but just agrar ian reformers and patriotic
peasants and are not connected in any way with Russia as are the
European Communists?

Third, is it becanse the people of the United States, or its Govern-
ment, think what happens in China is not as important to it in the
long run as what happens in Europe?
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Fourth, is it because the people of the United States and its Govern-
ment do not think the present situation in China is as critical as the
situation in western Europe ?

Lastly, is it because the Government of China has failed in any way,
shape, or form to carry out any commitments it has made to the
United States Government, either during or since the war?

I think it is very nnportqnt that we make clear what our reasons are,
or at least which of those it is not. I tried to do that as an individual,
but I would like some reinforcement from our Government. For ex-
ample, flat reassurance tlmt it is not the racial reason.

Secretary MarsHaLL. I do not think we would have to try to do
that ; that would be a rather unusual development. That is one of the
propagan(h items, and T might mention, Dr. Judd, that it we took up
the propaganda matters we would just be turning out that business
and abandon all other things.

Dr. Jupp. That is right.

Secretary MarsHALL. There has been no diminution of the thought
that stability in China is of great importance to the United
States as well as to the world, because it is a very disturbing factor
in the world today to have any country in the present condition that
exists in China. There is no question about that whatsoever. The
opinion is very vigorous on the subject; it all goes back to how and
what you can do unless the Chinese Government itself does a great
many thmos

Now, the people of China have been very critical of their own
government. I have been very frank about it. That imposed some
very serious difficulties in our approach to the situation. It is one
of the most complicated that I have ever seen. And on the occasion of
my going to China a great many persons promised me failure before
1 ever got out there and I did my best to keep pessimism out; I do
not know how successful I was, but a great deal has to be done to make
1t possible for us to do much here : T will grant that.

Dr. Jupp. We have repedtedly told the Chinese Government that
unless they do so and so we will not help them. Have we told them
that if they do so and so we wi/l help them, with their cooperation?

Secretary Marsuarr. I think in effect, yes; certainly I have said
that directly.

Dr. Jupp. It is very difficult for the responsible political leaders
m that country to throw away the support they have unless they are
sure they will get our support in its place. It is very 1111pu1tant that
we malke it clear that if they do meet certain conditions we will cer-
tainly come 1n and help.

I know the difficulties under our form of government in making
firm commitments, but how can we expect assurances from the Chinese
Government as to what it will do until we give assurances of what
we will do.

Becretary MarsgarL., Dr. Judd, T do not wish to get into a discus-
sion of the Chinese Government here in this hearing.

Dr. Jupp. No, and T do not want you to either, but I feel that the
situation with respect not only to China but with respect to Korea—

Mr. Broom (interposing). Mr. Chairman, I object to questions with
respect to China as not having any bearing on the legislation before
us. The Secretary has indicated he does not want to get into a con-
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troversy with reference to China, and I object to questions with refer-
ence to China in this hearing,.

Dr. Juop. The Secretary referred to China in his own original
statement.

Mr. Brooam. Then I would like to have a ruling on my objection,
Mr. Chairman. J

Chairman EaroN. The Chair would like to say that we have the
Secretary of State here mainly to discuss policies, and we did not
enforce the 5-minute rule under those circumstances, so as to give
everyone an opportunity to discuss with the Secretary the issues as
he sees them. Now, after the Secretary gets through we will follow
the 5-minute rule so everybody will have a chance, and in order that
everybody may have a chance now with the Secretary we will have
to cut down.

Brother Judd has gone very deeply into the Chinese question
and he 1s thoroughly qualified to do so, but I think just now we have
exhausted that subject and as far as I can see we had better con-
tinue on the question that is before us—the interim bill for relief in
Europe.

Dr. Jupn. May I just add one other thing?

Chairman Earon. Yes.

Dr. Joop. I think this is a question that is wholly material in con-
sidering European aid. There is grave doubt that the proposed
assistance to Europe can really do what we want, or all we want, unless
there is a check in the deterioration of conditions in the Far East,
and the beginning of recovery.

For example, how can European countries like France, Britain,
and the Netherlands recover until something like their prewar pattern
of trade with the Far East can be restored. China is the key to the
Far East. The Secretary, of course, knows the importance to them,
the 1mportance to the success of this European program, of their
being able to return to their prewar trade in Asia.

Chairman Earon. Mrs. Douglas.

Mrs, Doucras. Mr. Secretary, I am going to confine my questions
to the interim bill which we have before us.

The war did not always progress the way you thought it would;
did 1t ?

Secretary Marsuarr, I think that is quite correct.

Mrs. Dovgras. Did we not undertake program after program think-
g that they were fully adequate only to find them inadequate? Did
we not often have to revamp our plans? Did we not continuously
undertake wholly new programs?

Secretary Marsaavn. I would have to qualify my answer to that
question a little bit, with the thought that we had to figure out
what we thought we needed with the idea in mind of getting the
authorization from Congress, and certainly I spoke about $4,-
000,000,000 when I was thinking about six or seven billion dollars; it
was a question of time, a question of public opinion. But I think you
are quite correct in saying that we have had to add, subtract, some
things sometime, but add more things as we went along to meet the
war needs: more planes, more shipping, more materials of certain
kinds; and along with that, of course, the funds, with an overaccumula-
tion of some things as 1t proved out were not so urgently needed.
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Mrs. Doveras. But if you found yon urgently needed $4,000,000,000
worth of some things, and you were onlv able to get. $2, 000 000,000
from the Congress, you came back and asked for the extra $2,000,-
000,000 to get on with the war, didn’t you?

bemetfuy Marsgarn., Yes; that is correct.

Mrs. Doveras. Now another thing: When you found you had to
come in and ask for another $2,000,0(’J('.))OOU did you ever for a moment
fold your hands and say the war is not worth winning?

Secretary Marsaarr, I do not recall that

Mrs. Doucras. Do you not think that winning the peace is quite as
important as was the winning of the war? 1 mean winning a per-
manent and durable peace?

Secretary Marsmarr. I think it is more important. It is just a
question of how we do it.

Mrs. Doucras. That is right. Mr. Secretary, would you not say
that our enemies today are not men but hunger, cold, and disease

Secretary MarsHarL. I would say that is very much the case, par-
ticularly at the present time.

Mrs. Dovcras. And just as in the war, if when you needed planes
or you needed arms at a particular time and place and you were 2
weeks late, maybe, in getting them, lateness became very costly, didn’t
it? Not to have the proper equipment at the proper time and place
might mean that you had to exert 10 times as much force to achieve
the same objective; is that true?

Secretary Marsmavrn. I think that is often the case.

Mrs. Doucras. That is what we are trying to do here—get what is
needed where it 1s needed in time.

Secretary Marsmarn. Approximately ; yes.

Mrs. Dovcras. Mr. Secretary, we were very tardy in the passage
of the post-UNRRA relief bill. We almost talked it to death. Did
failure to pass the bill until long after the deadline that had been set
by the State Department contribute to the present food erisis in
Europe? That relief bill provided for seeds, fertilizer, pesticides, and
certain kinds of farm machinery in orvder that the devastated coun-
tries in Europe could plant their spring crops. We talked danger-
ously far into the spring. How much did the crops in western Eluopu
suffer, Mr. Secretary, because of endless talk on Capitol Hill?

I won't press that que&tmn. I won’t embarrass you, Mr. Secretary.

What in the opinion of the State Department is the deadline for
the passage of this bill? What is the deadline in order that France,
Italy, and Austria may receive the full benefit of the interim pro-
gram? We have been told that the present situation in Europe is
critical. We have been called back into special session to meet this
crisis. It is to be hoped that Congress will act with dispatech. What
is the deadline for the passage of “this bill in order to receive its full
benefits ?

Secretary Marsmanr. I think especially with regard to Ttaly the
deadline of the appropriation of the interim and would be before De-
cember 1.

Mrs. Dovaras. Before December 1

Secretary MARSHALL. Y es.

Mrs. Dovcras. We would have to vote on the emergency program
i November ?

Secretary Marsmarn. That would be my thought.
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Mrs. Dovcras. Then if we are talking about staying around here
until December 17, that does not mean that we can debate the interim
bill until December 17. We must dispose of the interim bill in
November and give over December to the consideration of other
programs.

Secretary Marsmir. I am just confining myself to the factual data.

Mrs. Douvcras. Yes.

Secretary Marsuarr. And the question of France and Austria, in
time to have the money available before December 31.

The long-range program, which I assume you have in your question,
ought to be completely decided by early March.

Mrs. Doueras. Thank you, Mr. Secretary.

Chairman Earonx. Mr. Fulton.

Mr. Furrox. Mr. Secretary, in your statement you have money,
dollars, and materials but you did not mention one of the most import-
ant things to my mind—that is, manpower to implement this program.
Why was manpower not mentioned ?

Secretary Marsmarr. The manpower is to be provided by these
people themselves. In other words, we cannot export them.

Mr, Furron. Some of us have just come back from Europe and have
been considering the displaced persons problem. There are between
1,000,000 and 1,300,000 people who were displaced by the war and
a good portion of these are being kept in camps in Europe. As you
know, there is quite a deficit of manpower in the various countries—
France and England, particularly. Why was not some mention ot
these displaced persons made, of using them in the program for the
reconstruction of Europe? That is a very tragic omission not to
malke use of these persons.

Sceretary Marsmrann. The Stratton bill, which the Department sup-
ported, and which I came up to testify on, had to do with that man-
power being made available in other countries.

When it comes to the availability of that manpower in Europe, of
course, there are a great many complications of which you are aware
in spreading them about in order to get the benefit of their industry.

Mre. Fovrox. Of course, the Stratton bill was for the purpose of
immigration into the United States.

Secretary MarsHaLL., Yes. ‘

Mi. Furron. The impression I gain from your statement is that
there was no attempt to utilize existing manpower to supply the deficit
in certain countries like France and England where they are holding
back in their program because they do not have suflicient manpower
to operate the program, in addition to dollars. Could not you give
us a program of integrating the displaced persons into this Marshall
plan for the aid and recovery of Europe! <1 .

Secretary Marsmarn. T am told that there is a negotiation going on
at the present moment in Geneva just to the end you are discussing
HOW.

Mr. Furrox. Would you think it would be a good thing to integrate
a portion of the displaced persons, as a part of the solution of that
problem, on a permanent basis, into the Marshall plan, as a portion of
a manpower program in addition to dollars and commodities that we
have been talking about?

George C. Marshall Foundation, Lexington, Virginia




30 EMERGENCY FOREIGN AID

Secretary Marsmar. Well, when you use the expression “integrate
mto the plan,” this is a question that involves a very difficult negotia-
tion, and we are in the process at the present time, as I say, at Geneva,
of trying to find the solution to that. Whether or not we could con-
sider that a part of the long-range program on this side I am not pre-
pared to say now, when we are discussing a problem before us. T
agree with you thoroughly that there is a manpower shortage, and I
agree with you also that the failure to utilize these people is a great
misfortune in many cases: Psychological. humanitarian purposes as
well as economic purposes. And I am heartily in favor of anything
we can do to bring about first, the breaking up of these camps, and in
next place to help them get a decent place to live, and third, a place
for them to give the benefits of their labor in this program.

Mr. Forton. May I give you a short statement and ask your com-
ment : We found that France had imported 100,000 Italian laborers
from Italy in order to try to supply their manpower needs. We also
found that she was keeping aproximately 450,000 German prisoners
of war. When she was keeping the 450.000 prisoners of war she is
causing a further drain on the German economic system, which we
American taxpayers are paying for. In addition our taxpayers are
also paying, at this time, $73,500,000 a year for the support of these
displaced persons in Germany, Austria, and Italy.

Now, why would it not be good policy to say to France to return
your prisoners earlier than the 12 months contemplated, so as to help
the American taxpayers to overcome this deficit in Germany, and you
then utilize the displaced persons who are anxious to go to France to
help 1 the mines and mills?

Why do we not say the same thing to Britain, where there is short-
age In manpower in getting the coal out? If the American taxpayers
are going to have to supply the deficiency out of our economy, before
we go further, why do we not ask them to take more displaced persons?
Or, why do we not have an international conference and sit down and
work out some of these problems right along with the other plans?

Secretary Marsmarn. Well, as T have said, we are engaged in that
now. But I am sure you are familiar with another program of the
Committee on European Cooperation, a program of some 16 nations,
where this is stated :

One of the problems is that particularly the participating countries are experi-
encing labor shortage. This will continue during the period of expansion provided
that the necessary supplies can be made available from overseas in order to enahle
the recovery program to be carried out. The important exception is Italy whose
normal inecrease in population is too great to be absorbed by any practicable ex-
pansion of agricultural and industrial production. It is possible that at a later
date western Germany might also be a source of labor recruitment, The present
surplus Italian labor force of 2,000,000 would, if suitably trained, be enough to
cover the needs of all the other countries. Considerable efforts have heen made to
transfer labor from Italy and some success has been achieved in this as well as in
the absorption of displaced persons now in Germany and Austria. Food and
particularly housing shortages, however, present difficulties and it has not always
been possible to devise adequate means of enabling Italians in foreign countries
to send remittances back to their families at home. The committee has recom-
mended means of aiding the recruitment of immigrant labor, but the solution
of the problem really turns upon better food and housing and improvement in
intra-Enropean payments arrangements. This problem, like the rest of the prob-

lems which confront the participating countries, ean be solved only by the carrying
through of the European recovery program as a whole,
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I would like to say in regard to this last statement that we were
involved all of the time I was in Moscow in planning and negotiating
with the French as to how to manage the transportation of the funds
earned by the German prisoners to their families in Germany. The
difficulty there, of course, was one of currency and its value.

Mr. Furron. My inference there has been from what I have found
as to the use of German prisoners of war. I have found France
importing Italian labor when the American taxpayers are now putting
up almost 80 percent of the support of displaced persons. Why not
help return productive German P. W. labor from Germany by in-
tegrating these displaced people into the program and help ourselves
by cutting our taxpayers’ burden ?

Secretary Marsiavn, Here is a further statement in regard fo the
matter you are just mentioning, and found on one of the programs
on page 450 from the Committee on European Economic Coopera-
tion, volume 2:

That the International Refugee Organization should make known as soon as
possible the extent to which it will be able to contribute to the settlement of
displaced persons.

As we get along in these matters they become involved and the
difficulty 1s more complicated. Our thought in the State Depart-
ment was, particularly my own personal view, that the leadership
in this matter should have come from the United States in relation to
bringing some 400,000 people into this country, and I thought we
failed in a great role when we did not take the initial step, because I
am convinced that the instant we act in that role that we are pushed
into by reason of our position in the world, other adjustments will
quickly come about by reason of the acceptance of these people in
other countries and the complete elimination of these prison camps,
the discontinuance of the camps in Germany.

Mr. Furron. I have one other question, which will be very short;
it is along the line developed by Dr. Judd, and, as you possibly may
recall, he and I last year asked a great many questions, on Chinese
matters, both having been in China and both being very friendly to
the Chinese people.

Because we have had somebody go to China from this Government
and make a check to see what the situation was and come back and
report to this country, I would like to know when that report of
General Wedemeyer will be released. |

Secretary MarsmarL. I do not know that it will be released. I do
not think that it is to the best interest of the Chinese Government or
to our own Government to release it.

Mr. Fuuron. Would you mind making a statement of why the
State Department is of that view?

Secretary MarsmarL. Just exactly for the reasons I gave, that I do
not think it is to the best interests of the Chinese Government or to
our Government to release it. ] .

General Wedemeyer was sent to China at my instigation to provide
me as much information as he could, and of course to the President;
he went out and did that.

Mr. Fuvrron. Is there any portion of it that could be released ?
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Secretary Marsaarn. Probably some portions, yes:; but we have so
many uses with which it has to do that I do not think we should
publish it.

Mr. Fuuron. Do you intend that this committee know——

Secretary Marsuarn (interposing). And I must also say this, that
in international affairs of this kind you- cannot put everything on the
table that is a matter of negotiation; that is almost 1mpos¢:1ble.

Mr. Forron. Do you intend a report on China be made to the
American Congress without it having access to the facts in the
Wedemeyer report ?

Secretary Marsaanr. I think so.

Mr. Furron. Do you think you ought to ask the Congress to act
without having the full facts?

Secretary Magsmarn. T think so, from the viewpoint of the tremen-
dous interest being establiched in the matter, because of the many,
many factors and facts that we have been furnished, that have been
given in extreme confidence and that cannot be published because
they were obtained, in large measure, in confidence. But that is not
our work in this particular case.

Mr. Furron. But as one member of the American publie, in order
to satisfy my own mind, I therefore take it that is because you regard
it as not to the best interest of the Chinese Government that it be
made public at this time rather than the fact that you disagree with
that portion that General Wedemeyer has written ?

Secretary Marsmarn. I will put it this way: T am quite certain
that to make public all the fac-tc: of that report would be to the
definite disadvantage of the Chinese Government and also to the
American Government ; and also I would not agree with everything
that General Wedemeyer stated.

Mr. Fouron. That is all.

Chairman EaTox. Mr. Javits.

Mr. Javirts. Mr. Secretary, I would like to identify myself to you
as having been a member of the subcommittee of which Mr. Fulton
was the chairman.

Now a good many travelers went to Europe this summer and some
of them have come back with this statement: That the need of in-
terim aid in Europe was not so acute, in view of the fact they saw no
one starving on the streets in Europe. Now, do you believe, Mr.
Secretary, that is a fair criterion, and if not why not, in determining
whether or not we should give interim aid ¢

Secretary MARSHALL. T would say that our approach to that matter
has been in part based on the food content that the average person in
Europe is obtaining, and what is the basis of their heatmg. we will say,
in their dwellings, and that sort of thing, because that has a direct
relationship to food requirements as well as assisting us in determin-
ing what is needed.

All of the evidence points to the fact that these people that we are
concerned with have been living on a much lower basis of calories,
to put it in a more technical way, than had been formerly the case and
that there exists now an acute (hqparltv if you can express it that way,
which results first in inertia and in continued low morale, which I
think is now significant.

Let us take specifically the case of the French: The bread ration I
think was formerly 300 grams, and I believe during most of the German
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occupation it was almost 300 grams. Now, they reduced that to 250
grams, and then when the summer season came along, thinking that
the vegetables and other products indigenous to their own farms would
help out, they went down to 200 grams. That is a very low content
even for people who are accustomed to that, and qmte inadequate
when it comes to winter use, which should be a minimum of at least
250. As for other portions of the population, I believe in Italy they
went down to 1,500 calories.

They tell me that they cannot continue indefinitely on such a base
as that without suffering debilitation, run-down health, and probably
sickness, and in many cases probably death.

Now, whether a person is literally and actually starving on the
streets, we will say, or whether he is in the process of physical, gradual
(]E'blllt.lt]Oll are rather two things, and I think all of the evidence
points to the fact that in Germany, and particularly in France and
Italy, as I have just recounted, and also in Austria. they are suffer-
ing from lack of sufficient food, and it becomes more serious with every
dav there is a prolongation of that lack.

Mr. Javits. I might say to you, Mr. Secretary, that my colleague
and I found many people in Europe who were obviously so affected.

Now may I ask you, Mr. Secretary, whether you beheve that the
people in Eur ope will wait until actual starvation sets in before
becoming impressed with some extreme philosophy, whether it is
communism or fascism ?

Secretary MarsmarL, I think it is recognized by everyone that when
a husband finds his family in a condition such as you have developed he
will turn to anything that gives promise, however fantastic it might
be, for their benefit, and that goes parallel with any depression.

Mr. Javrrs. I notice, Mr. Secretary, in presenting the proposal that
you have submitted to the committee for the contemplated use of funds
under the program, purchases would be made anywhere in the world,
and this differs very materially from the previous relief bill of $350,-
000,000, which said that 94 percent of the money should be spent with
the United States.

Do you, Mr. Secretary, believe that the provision containing the
present proposal to the committee would have any material effect on
restraining inflationary forces operating on the food supply in the
United States?

Secretary MARSHALL. Verv definitely we think that; because wher-
ever there are shortages in this country and we can ])1 ocure wheat,
for example, in other countries, that lessens the probability of con-
tinually rising prices which, of course, means inflation.

Mr. J. AVITS, ~ And would 3011 attribute at least certain of the inflation
in food prices that we have had to the restrictions contained in the
$350,000,000 relief bill to the effect that 94 percent of the money must
I.Je npent in the United States?

Secretary MarsaarL, I would not wish to make a definite statement
regarding that. T think I can understand its purposes, but I think
in the lontr run, from what I have learned from the Department of
Aﬂl‘lt‘ll](llle fmd the Secretary of Agriculture himself, that our situa-
tion would be i improved, always when supplies are in short supply, if
there was some way of turnmrr from this country to procure them else-
where to meet a definite need we felt we were committed to.
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I have here a statement carefully prepared in relation to this matter
which, with your permission, I will read into the record :

It will be clearly contrary to our own interest to limit procurement
in this way to certain of the commodities required in the interim aid
program that are in short supply. If we were forced by the restrictions
in the legislation to concentrate the buying of such commodities in the
United States, it would merely aggravate the shortage and stimulate
price inflation.

It should also be kept in mind that the purchases of needed goods
at fair prices in other countries, which are in short supply in the
United States, would tend to ease the stringent dollar shortage prob-
lem in those countries, which is acting as a serious drag on trade in the
world.

Mr. Javits. May T say, Mr. Secretary, that I, too, do not ques-
tion the intention. The intention was undoubtedly good and patriotie,
but it just has not worked out that way.

I would like to ask two other questions. First, does the United
States Government contemplate endeavoring to restore confidence by
Europeans in their own governments and in their own currencies
by assuring the European governments we desire to help that we will
stay in Europe with our forces, our prestige, our forces of men, mili-
tary forces, until our international responsibilities are discharged?

Secretary MarsamALL. Would you mind repeating the first part of
that question?

Mr. Javits. T asked if it is the intention of the United States Gov-
ernment to undertake to restore confidence by the western Europeans
in their governments and currencies by giving them assurance we will
stay with our forces and prestige until the job is done?

Secretary Marsmann. We have that issue coming up in a meeting
in London in the Conference of Foreign Ministers, and it is our inten-
tion to make another effort to secure a four-power pact, which is for

‘the very purpose of giving to those people a feeling of assurance
that they will not be left in the lurch of great danger by the with-
drawal of all interests of the United States.

Whether you can be successful with that I do not know. Tt is very
important, 1 feel, that the people of France, for example, should have
such assurance, especially because of their fear of a rehabilitated Ger-
many. And that fear, of course, becomes a highly complicated issue
when we feel it is essential absolutely to restore Germany to a condi-
tion of self-dependence and also to a condition where it can provide
from its own economy the important contributions that are necessary,
we think, for the general economy of Europe.

Mr. Javits. T have one last question. Does the United States Gov-
ernment intend to make a condition of interim relief for any gov-
ernment, that government’s undertaking or not undertaking the so-
cialization of any part of its economy? In other words, it is a condi-
tion of not aiding socialistic governments as distinguished from
Communist governments ?

Secretary Marsaarr. That is not in the recommendation. We feel
that would be a very unfortunate procedure in dealing with sovereign
nations and particularly this special group of nations. We feel that
we would defeat ourselves at the start.

Mr. Javrrs. Thank you very much.
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Mr. Lobce. Mr. Secretary, do you feel that Greece can be rehabili-
tated economically while the guerrilla war continues?

Secretary MarsuaLL. My own estimate from the reports I receive
is that the guerrilla war can prevent relief, and, unless that is con-
siderably abated, the prospects of improvement in the implementation
of the relief program are very seriously diminished.

Mr. Longe. Do you then feel that interim aid and also long-term re-
habilitation will in themselves be sufficient? 1In other words, granted
the need for this aid, can this aid rehabilitate Europe, particularly
aid under the so-called Marshall plan, until the destructive forces
which are working in opposition to rehabilitation have somehow been
disposed of ?

Secretary Marsuarr. I do not know exactly what you mean by
“somehow disposed of.” Are you talking of just in Greece?

Mr. LobGe. No, sir. I was referring more specifically to this: Do
you feel, with respect to France and Italy, that this aid can prevent
a seizure by internal forces, internal Communist forces, of the Gov-
ernments of France and Italy?

Secretary MarsHaLL. Specifically, we feel that by this aid we will
enable the people of France and the people of Italy to proceed with
the election of their choices in a free-handed manner ; whereas, if they
have been reduced to a degree of despair, they are subject to any
influence that promises them anything better, which is the ordinary
procedure of the subversive forces we are thinking about.

Mr. Lopoge. In other words, Mr. Secretary, the economic aid is
directed to combating the growth of the popularity of communism ?

Secretary Marsmarr. It is directed, as I construe it, to preventing
a desperate situation regarding human life to develop to a point where
people will turn to desperate remedies which are no remedies at all.

Mr. Looge. What T have in mind is this, that in Poland, Hungary,
Rumania, Bulgaria, and Czechoslovakia there are probably not more
than 5 percent Communists in the population ; yet those Governments
are now well behind the iron curtain. I personally believe that the
Communists in France and Italy have abandoned the attempt of tak-
ing over those countries by constitutional means. I feel that they have
decided to resort to internal force, although not to war.

The purpose of this line of questioning, therefore, is to inquire of
you whether you feel under those circumstances that this type of aid
15 sufficient to protect the legality of those two Governments from
extra-legal, internal forces?

Secretary Marsuarr. I have no comment to make on that beyond
what I have already said.

Mr. Lopge. Do you feel that the negotiation of an Austrian treaty
will affect the interim aid to Austria in any way ?

Secretary MarsmarL, By “negotiation,” you mean a successful nego-
tiation of the Austrian treaty?

Mr. Lobge. Yes, sir.

Secretary Marsaarr. I do not see how it would affect the interim
aid except possibly to make it more helpful. .

Mr. Looce. In other words, you feel that the withdrawal of all the
armies of the four powers from Austria would make this aid more
successful ?

1

George C. Marshall Foundation, Lexington, Virginia




36 EMERGENCY FOREIGN AID

Secretary MarsaArLL. I think so, in that the people there are in des-
palr from long-continued occupation.

Mr. Lobce. Do you believe, if the Russians agree to withdrawal,
that they will, in fact, withdraw?

Secretary MarsHArL. 1 believe they would, in fact, withdraw the
troops. The influence is another matter.

Mr. Lopge. That is the point T had in mind, Mr. Secretary. I won-
dered whether you felt they would not do as thev have done in other
countries, that s, to put their troops into civilian clothes and retain
their hold.

Secretary MARSHALL. I have nothing to say beyond my previous
comments.

Mr. Looce. Do you feel that the publicity clause in the post-UNRRA
relief bill, Public Law 84, is being satisfactorily administered at this
time in the countries included in that legislation ?

Secretary MarsmarL. I think it could have been done better, and I
think it is very important that this present interim aid proposal be
carried out in such a way that there will be a decided improvement
in relation to that particular phase of the matter.

Mr. Lobge. Do you feel that the best way of administering this
aid is tthll“ll the governments concerned, or do you think that we
might consider *1(11111111<»ter1n(r it through private agencies in those
countries by means of our diplomatic 1‘ep1‘e‘31entf1.t;1vesrz

SDCletuv Marsaarn. Oh, I think we will have to deal with the gov-
ernments, sir.

Mr. Lopoce. I would like to ecall your attention to the fact that in
Italy there seems to be some equivocation with respect to that particu-
lar aspect of the matter, because of the way in which some Italian Gov-
ernment agencies are being undermined. I presume you are aware of
that.

Secretary Marsmarn. Yes.

Mr. Lopae. For example, ARAR is not a wholly reliable organiza-
tion. Organizations of this kind have made it 1ncre‘151ncrly diffi-
cult for us to see to it that our assistance reaches those whom we
wish it to reach. Furthermore, aid handled on a government level
is not widely recognized by the people as coming from America. I
thought perhaps you might be considering a change along those lines
in connection with this legislation.

Secretary Marsmarr. Mr. Dort will be on the stand later, and he
has gone into that particular aspect.

Mr. Lopce. Do you feel it would be desirable to eliminate the date
in the Greco-Turkish aid in order that (a) the Communists would not
be able to use that date as propaganda against us; in other words, to
say our aid would cease on a certain date; and (%) in order that our
mission there should not be compelled to spend this entire sum in
that period ?

Secretary Marsaarrn. T have not read the papers in the last 24 hours,
but Ithe President, I believe, sent a report to Congress on that yes-
terday

Mr. Longe. T was not aware of that. The reason for asking was
that I wondered what you felt about putting a date on this bill; in
other words, whether you feel it is desirable to have a final date in
legislation of this kind.
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Secretary MarsmaLL. That particular aspect, again, is one that can
be answered here by the particular individual who has worked on that
phase of it, and I would rather have him make reply.

Mr. Looce. Thank you, Mr. Secretary.

Mr. Jackson. Mr. Secretary, relative to the remarks made by the
gentlewoman from California on congressional or atory, I am sure you
m common with the great ma]outy of American citizens favor a
searching inquiry into “the provisions of this measure, and I am cer-
tain that the distinguished gentlewoman from California likewise
realizes there are some billions of dollars at stake. While some of the
Members of Congress may have a tendency to be overlong in their
remarks, it is nonetheless true that where this much money 1S con-
ceme(l we certainly should delve into every phase of the proposal.

I should like to point out some instances “where the world did not
have searching inquiry into proposed legislation. We have three
classic e\amples. Germany, under the domination of a character
named Hitler; Fascist Ital\.. under one Benito Mussolini; and the
other is the very famous totalltalmn state.

Relative to one economic phase of the proposal, I should like to have
a comment, if possible, on the feasibility of agreements between the
United States and the beneficiary nations in the m: 1tt91‘ of strategic
materials. In many instances, we are a “have-not” nation with re-
lation to such tlunrrs as tungsten, platinum, mercury, asbestos, man-
oanese, chromite, mckel tin, industrial diamonds, quartz crystals, and
flake graphite. And it is also interesting, in passing, to note that
many of the countries with which we propose to enter into these aid
programs have such deposits, either currently developed, or un-
developed at the present time. For instance : Sweden, white arsenic:
Canada. long-fiber asbestos; France, ]muxlte' E]]WII“-I] colonies, chro-
mite ; I"mnce, graphite; Belgium, industrial dmmrmds Italy, mer-
cury; France, nickel; Nnrwav titanium ; Portugal, tunmten : Ger-
m‘mv. France, Enn‘ldnd. and Be]*fmm zinc; and the L\fl ican colomal
holdings are lehtlvelv undeveloped.

Is it expected that we may make any such arrangements with the
nations involved which would permit, under their sovereign rights,
further exploration and development for the purpose of stock piling
here at home, in return for these billions of American dollars, some
things which we must now buy in the open markets of the world ?

Qometarv Marsiarn, The question of that particular matter of
stock piling, to use a general description, has been very carefully gone
into. 'With your permission, T am going to have Mr. Lovett read a
statement regarding that question specxﬁ ally in answer to your
question,

Mr. Loverr. Do you wish me to read this now, or later?

Mr. Jackson. Later will be all right.

Just one more (]HthlOl'l It so lmppenq that T have just returned
from Greece, and I am sorry I did not get your entire answer to Mr.
Lodge’s question. TIs it considered possible, under existing conditions
of military turmoil in a country such as Greece, to achieve any measure
of economic stability unless you first achieve a measure of military
tranquility ?

Secretary MarsiarL. Your use of the expression “measure of mili-
tary tranquillity,” I think, is a correct one as a basis for answer. There
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is no doubt in my mind, judging from all the reports I receive,
that economic rehabilitation is almost impossible unless there is a
decided improvement in the guerrilla situation. Therefore, something
must be done about that. It must be considerably improved before
we can hope to achieve a reasonable economic improvement as a result
of our efforts.

We have been considering specific measures which might be taken
and have about reached a conclusion. Mr. Lovett reminds me that a
statement of the President which came to the Congress yesterday
covers the most of those factors, so I will leave it to that.

Mr. JacksoNn. Thank you, sir.

Mr. Maroney. Mr. Secretary, my questions relate solely to Austria.
Is it proposed that the Russian-occupied zone of Austria should be
eliminated from the interim aid to Austria ?

Secretary MarsmarLL. It depends entirely on the action of the con-
trolling Russian regime there. At the present time, the relief program
of last summer, of the Congress, is not being utilized in that area
because of the Russian action. Whether we will encounter a similar
reaction this time, I do not know. My own thought is, if we do not, we
should certainly help them to the extent it can be prorated into that
area.

Mr. MavoneY. Could not the $40,000,000 due Austria from the gold
pot be used for their interim aid ?

Secretary MarsHALL. I would prefer if that was discussed by more
of an expert on the thing, but my own information on the subject is
they are on such a narrow margin of resources that to disburse the
money in that way would leave them without any background of sup-
port for whatever currency they have issued. So it would be more to
the general advantage of Austria to hold that as a security behind
their agreement ; otherwise, they would just have an empty exchequer.

Mr. MaroNEeY. I understand France is using that money in the gold
pot, and why could not that be done in Austria?

Secretary MarsgALL. I am going to ask you to talk to one of these
monetary experts on that. I am decidedly not a monetary expert; I
have had very little experience except in talking about money.

Mr. Maroney. Thank you.

Mr. Broom. Mr. Secretary, you referred in your statement today to
private aid. Do you think it is possible for private aid to be rendered
at this time without repealing the Johnson Act?

Secretary MarsuarL. I would not attempt to give a technical answer
on that, Mr. Bloom. I think this, that private aid in this interim
program is very much restricted as compared to what I think it will
be in the long-range program. As to the technical effect of the Johnson
Act, T will not attempt personally to answer that; I will leave that to
one of my better-informed assistants.

Chairman Earon. Thank you, Mr. Secretary. We have greatly ap-
preciated your being here.

Now we have the honor of having with us today one of our old-
time colleagues, the present distinguished Ambassador to Great
Britain, and we will be delighted to have Mr. Douglas speak to us
now, if he wishes, or to come back in the afternoon, when the Under
Secretary is here.
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Mr. Secretary [Secretarv Marshall], if you wish to retire, we thank
you for your helpful discussion this morning, and we wish you well
when you go on further to fight the beasts of Ephesus.

STATEMENT OF HON. LEWIS W. DOUGLAS, AMBASSADOR EX-
TRAORDINARY AND PLENIPOTENTIARY TO GREAT BRITAIN

Ambassador Douceras. Mr. Chairman, I was wondering whether it
would not, perhaps, better suit the convenience of the committee were
the committee to hear the perhaps more detailed testimony of the
Department before the committee is subjected to anything which I
might say.

Chairman Earox. Would you prefer to come later?

Ambassador Dovcras. I am at your disposal; whatever would
better suit the pleasure of the committee.

Chairman Earoy. I think we had better proceed while we can. We
cannot guarantee anything, so that we had better hear you while
we have 1 you.

Ambassador Douvcras. Mr. Chairman, I have no prepared state-
ment to make. I am not clear in my own mind as to precisely what
phase of the problem the committee is particularly interested in
from me.

Chairman Earox. You made a statement, as I understand, before
the Senate committee yesterday which was very helpful, and if you
could follow out the same lines here, we would like to have it.

Ambassador Douveras. Mr. Chairman and members of the commit-
tee, in the first place, I am glad to meet again with so many of my
old friends and colleagues. T am olad to see again in Washington here
so many of my friends whom I et in various parts of Eumpe 1

rather hesitate to subject them to too much of the same thing which
perhaps they have heard from me before, but T presume there is per-
haps some merit in repetition and redundancy.

The Secretary, in the statement which he made before the joint
meeting of this committee and the cory mpundmo' committee of another
body, stated very clearly, I thought, the requirements and the needs,
for American support for European recovery. He stated that the
enterprise was a risky one, that the risks were real, but that we had
reasonable assurance it would prove to be successful, and that the
objectives at which it was aimed would be reached.

It is a risky enterprise. No one can give complete assurance that it
will prove to be successful. DBut one has to measure the risks of the
enterprise against the risks of doing nothing. In my opinion, as a
result of lm'mo' observed the conditions in certain parts of Europe,
the risks of (lolnn' nothing are incalculably greater than the risks of
lending eve ry rensonable effort of this ('Olmtlv to the recovery and
st lhlhtv of Europe.

It is reasonable to state as a conviction that if the United States
fails to accept the responsibility that is inevitably associated with its
authority, with its power, its might, and its glory, within 12 to
18 months, if not, indeed, in a shorter period of time, such chaos, con-
fusion, political, nmml, and oummmc and such privation will be
visited upon w Ost( rn Europe that men’s minds will take hold of queer
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and quaint and even, perhaps one might almost say, poisonous ideas
contrary or hostile to their own traditions and inimical to ours.

The results to the United States would be profound. It might have
the effect of costing us many, many billions of dollars more than the
program which is under formulation and which will be submitted in
due course to the Congress. It would probably have the effect of im-
pairing certain of the traditional political institutions of this country,
of damaging the free institutions which have so characterized our
entire history. Indeed, the whole social, economic, and political life
of the United States might, under pressure of foreign events, be pro-
foundly altered.

Certainly we would, under those circumstances, lose what we have
enjoyed throughout the history of the Republic—the freedom of choice
both with respect to our internal operations, our internal institutions,
and our relations with the external world.

That, briefly, Mr. Chairman, is my own calculation of the risks.
Our vital national interests, therefore, are concerned with the restora-
tion of a stable Europe. They are concerned incalculably. And, as
between the risks, therefore, of undertaking every reasonable step that
the United States can take for the restoration of a stable Europe, on
the one hand, and the risks of doing nothing, or doing something in-
adequately on the other, it is infinitely preferable, in our own national
interests, in terms of our national security, to embark upon this enter-
prise conscious that our fate is tied up with the fate of western Europe,
and convinced that our national interests are deeply and vitally con-
cerned.

I presume, Mr. Chairman, that leads to the second observation, that
the European recovery program is one in which the Congress and the
people of the United States will express their views in due course. It
1s large. DBut before the Congress may and ean discuss the program,
before it can reach some of the conclusions or the conclusions in regard
to some of the issues on which men may legitimately differ, the sands of
time are running out in western Europe. If we delay in providing
interim aid, in my judgment it will be too late or maybe too late to take
such steps as we should take for the recovery of stability in Europe.
~ In the case of France, for example, as the Secretary has observed,
the per capita consumption of wheat or bread has fallen from some
600 grams to 200 grams. The French resources are enough and no
more to carry her forward for another 30 to 45 days. Beyond that
period of time further external purchases of wheat for the mere
subsistence of the French people will become impossible. Further
purchases of coal, so necessary to keep the industrial plant of France
operating and to prevent widespread unemployment and privation,
will have to cease; and, equally important, the pipe lines of raw ma-
terials will have become empty and there will necessarily follow an
ensuing period of chaos, privation, suffering, in which almost any
concelvable development might ocecur.

Accordingly, in respect of France, if the United States is even con-
sidering, as it should consider and should conclude to undertake, a
long-term recovery program for western Europe, it cannot and should
not further increase the risks of that program by failing to maintain
stability during the interim period.

And if what I have said is true of France, it is even more true of
Italy, for the Italian resources are much more meager and much more
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slender than the meager and slender resources of the Republic of
France. :

As to Austria, I cannot speak. Briefly, Mr. Chairman, those are
my views. Perhaps some of the members of the committee would
like to ask me some questions.

Chairman Earon. First of all, the chairman, on behalf of the com-
mittee, would like to thank our distinguished Ambassador for the
penetrating and central statement he has given us, which is worthy
of the position that he took as a speaker when he was a Member of
the House.

Are there any questions you wish to ask the Ambassador now?

If not, perhaps the Ambassador would return, if we should like
to ask him questions after we have heard the Under Secretary.

Ambassador Doucras. I should be delighted to.

Chairman Earon. Thank you, Mr. Ambassador. The committee
will stand in recess until 2 o’clock in this room.

(Whereupon the committee recessed until 2 p. m.)

AFTERNOON SESSION

The committee resumed at 2 p. m., Hon. Charles A. Eaton (chair-
man) presiding.

Chairman Earox. The committee will please be in order. We have
the honor of having with us the distinguished Under Secretary of
State, Mr. Lovett, and we should be pleased to listen to his testimony
at this time.

STATEMENTS OF HON. ROBERT A. LOVETT, UNDER SECRETARY OF
STATE; AND DALLAS W. DORT, SPECIAL ASSISTANT TO THE
ASSISTANT SECRETARY, ADVISER ON RELIEF AND REHABILI-
TATION

Mr. Loverr. Mr. Chairman, I would like to speak first on the matter
of the situations which gave rise to this problem; and I think you will
find that that is covered briefly on page 6 of the blue book which has
been supplied.

Generally speaking, this interim aid is, of course, a preface to a
longer-range program. The three countries which appear in it were
not in fact selected by us, but by a combination of circumstances which
brought about ‘their own inclusion in this program. I think you all
recall, and particularly those of you who have had the opportunity
of visiting Europe and the Middle East this summer, that last winter
was one of unusual severity and freezes which had an extremely seri-
ous effect on the cereal and other crop production. That was followed
in the spring and summer by severe droughts which not only further
reduced cereal grain production but also had a very unfortunate effect
on those crops which had been planted in part to recoup some of the
food losses, particularly potatoes.

In the early spring it was not contemplated of course, that those
disasters would oceur. In the summer and shortly after the Congress
adjourned an added problem was injected into the situation by the
compulsion under which Britain suspended the convertibility
of sterling. That had a serious effect on two of these three countries.
In the case of France there were about the equivalent of $200,000,000
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accumulated in the British banks arising out of French exports to
England and from other sources. In the case of Italy the figure was
somewhere around $85,000,000. Both economies had counted on those
funds to procure goods, and food and fuel in particular, from this
country. Consequently the combination of these three coincidences
brought about the emergent situation which faces us today.

Generally speaking, the proposals which we are making today relate
to relief. That relief, of course, as was pointed out this morning, is
' 1n substance very much like the relief which is covered under the relief
assistance bill, Public Law 84. There are, however, certain differences.
Those differences center for the most part in the commodities as well
as in the shortness of time. We are talking in effect of about 414
months. The 414-month period places several limitations on the form
of action which we recommend.

The first of those is the urgency of the problem. That has a direct
bearing on the form of organization which we have recommended;
that is, the utilization of existing procedures, in general established in
the Relief Assistance Act.

The second complication arises out of the fact that the materials,
the commodities, included in this are not altogether similar to those
in the Relief Act, although I think it is fair to say that they closely
approximate them in certain respects.

But there is a third and, in my opinion, a rather over-riding aspect
which relates to the limitation of 6 percent prescribed in Public Law
84 on what we call offshore purchases—a word you will hear a great
deal about later. By it we mean purchases outside of the United
States.

In general, it has been our hope to get as much flexibility as possible
in this respect, for two reasons. The first is, of course, that many of
these items are in extreme short supply and the ability to buy outside
of this country commodities not readily available here, would, to a
certain extent, we hope, lessen the impact of these transactions on
the domestic economy. :

The second aspect of it is, of course, that by such purchases we assist
in some measure in maintaining the status quo by making those dollars
available to other members of the European or Western Hemisphere
economies. Most of those countries, of course, are in urgent need of
dollars at the present time.

It is my belief that a large part of the problem which we face
today arises out of the general world shortage of production. It is
very difficult to attribute one of these major calamities to a single
thing. But by the mere fact that the production, notably in western
Europe, is inadequate, their problem, of course, of restoring monetary
stability and fiscal and economic stability is greatly enlarged.

One of the matters of cardinal importance which will be dealt with
at some length in the European recovery program is, of course, the re-
moval of the artificial barriers between shipments from the farm com-
munities to the city, and vice versa. The farmer, naturally, is under
the temptation, when he cannot get what he needs through the use of
the proceeds of his sales, to feed his grain to animals or to reduce his
crop plantings. We are accustomed to seeing that occur even in this
country.

The interim aid program, so-called, as suggested this morning is in
effect a preface to the long-range program. And the question was
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quite properly asked as to why we should undertake it unless and
until we had made up our mind that we were going to undertake an
over-all recovery program. Of course, the reverse of that question 1s
equally pertinent; that in effect you cannot even consider a recovery
program unless you have some basis on which recovery can be built.
Ambassador Douglas, I believe, covered that point at some length, and
I shall not exp: and it further. ,

Another suggestion was made with respect to the organization. As
I indicated, I believe that 414 months represents so short a period that
we would be well advised to use those facilities presently in hand.
The Relief Assistance Act was set up and as a result of it Mr. Richard
Allen who has had long experience in the matter of overseas relief,

was put in charge of that aspect of the work by Presidential appomt—
ment and '1111)1'0\'.11 of the Senate. I think it is fair to say that the
work, by and large, has been well done. Certainly it has been a vast
improvement over anything we have seen heretofore.

The present organization would require some expansion in that
France was not included—iwvas not a recipient under the Relief Assist-
ance Act. But the organization abroad and the Commodity Credit
Cmpm.1tmn the Bureaun of Federal Supply and the Treasury Depart-
ment and various other governmental agencies involved in this are at
hand, and ready to pmco(‘(l

In considering the form in which we would request congressional
consideration of this notably with respect to organization, we had dis-
cussions within the various interdepartmental committees on the sub-
ject of whether or not this should more appropriately take the form
of an amendment to Public Law 84 as was suggested in a line of
questions from Mr. Vorys this morning.

While I cannot say that a very clear cdise can be made for the use
of a completely new act, the three points that I mentioned earlier in
respect to our decision do represent our basic feeling; that is, we have
a somewhat different problem here because we are dealing with relief
in the sense of meeting a series of conditions in anticipation of the
continuation of a program which would expand that relief into re-
covery, whereas under Public Law 84, we were dealing with the
human necessities without considering the operation as a prelude to a
further recovery program.

The matter of offshore purchases was in large part, Mr. Chairman,
an item which loomed largest in our minds. By that we mean the
ability to buy some of the short items outside of this country.

I think in the case of these three countries in particular our problem
is really to hold the line insofar as possible so that during the winter
months, as Mr. Douglas pointed out, their economies do not disinte-
grate or at least suffer retrogression to the point where we lose the
.1b111t) of the western European community to operate as an economic
unit. Itishighly integrated, industrial complex. If these three coun-
tries should drop out “of it, it would multiply the problem and con-
siderably increase the cost of a recovery program. It might even make
it impossible of accomplishment, although I cannot s: \y that that would
necessarily be the result. There are strong reasons to believe that it
would.

Therefore the project with which we approach you today is de-
sioned for a purpose, in general, along the lines of that which you
considered before, but as a prelude in effect to a course of action
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with which we will come before you shortly to expand in great detail
and which we earnestly hope will make 1t at least unnecessary for
us to deal with these emergency situations in a recurring fashion.

We do not like the idea of having to deal with crises any more
than you gentlemen do. In fact, the hope of the economic recovery
program 1s that by some OIdeIIy over-all approach we can get out
of the relief business, help these people get back on their feet make
them self-supporting, restore them as a contributor to world peace and
at least reduce the possibility of crises.

I am sure I cannot—I doubt whether anyone can—give any posi-
tive guarantees that even the most perfect recovery program could
reduce or eliminate completely the possibility of some wholly un-
foreseen crisis occurring.- Nevertheless, it is our honest behef that
- 1f this important se(tum of the world can get back on its feet, the
likelihood of recurring crises would quite obwously be reduced.

I think that covers two of the aspects, Mr. Chalrman, which were
not fully dealt with this morning by the Department in answer to
certain questions.

Chairman Earon. Have you completed your statement and are you
ready to answer questions at this point?

Mr. Loverr. I am completely at your disposition, sir. I have fin-
ished what I had to say.

Chairman Earton. The Chair would like to ask one question. I
find on all sides this question raised: What has happened to the
$350,000,000 that were appropriated under Public Law 84? How
far has that been expended, and where and how ?

Mr. Loverr. Mr. Chairman, we brought the figures up here and
Mr. Dort who has been in charge of that particular aspect of the
program can give you the cnmplvte details.

Chairman Eatox. We should be glad to hear Mr. Dort.

Mr. Dorr. 1 think, Mr. Chmrman I can best answer this question
by handing to the members of the committee a complete statement
on the status of the program and I then could discuss it briefly, if that
is satisfactory.

Chairman Earton. Can you answer the question in a condensed
form? It is very difficult for us to ask questions on details contained
in a long document here. We will put this in the record at this time.

(The statement referred to is as follows Ay

UniTep STATES ForeiaN RELIEF PrograM As oF Ocr. 31, 1947
Budget status of appropriation

Approved country programs:

A - o R $88, 639, 146
(53 1) 1 ¢ 2 (O e B S D e o 27, 700, 000

B2 oo oo e B R S B ot Tt e e 38, 731, 747
[5G S R e SR TR A T 121, 296, 678

M ety 175725 - MU | oy W, Twoy—e RS TR 8 W AR L - T 9, 765, 943

gl 0o o ; (IS NG Sl g RIS Fot) 0 - 0 e 286, 133, 514
International children’s emergency fund. - __ 15, 000, 000
Voluntary relief agency transportation fund._._____ 5, 000, 000
Administrative expenses (State Department) .______ 600, 000
Citizens' Food Committee . o e e 500, 000
Nt Yot programed o e e 24, 766, 486
Total appropriation e e e e 332, 000, 000
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Procurement status (free-alongside-ship values)

45

AUSTRIA
: Approved |Procurement| Shipments
Commodity program initiated made
e R e e e e e el $35, 112, 532 $30, 558, 413 $25, 219, 489
Meats and.ﬁsh ________________________________________________ 3, 209, 504 3, 153, 464 1, 400. 902
T I T el o, TR I il S T B e i, R 10, 727, 302 7. 683, 959 4, 389, 203
Pu!ses ....................................................... 4, 008, 862 4 008, 973 559, 290
R g i e F S S e et S I S 420, 047 434, 167 434, 167
s A N g 654, 000 630, 853 250, 000
Sy b PES AN LR UL e S L R s e g e 13, 170, 320 13, 152, 320 844, 159
B e 1, 142, 810 392, 810 280, 910
R s e e 790, 000 S8000 | . sEend
Fertilizer_____ e T 2, 200, 000 2,200,000 | oo =i
Medisslsappier = C o o 2,611, 268 539, 514 138, 122
. Total free-alongside-ship eost_ .. _________._. 74, 046, 645 63, 034, 473 33, 486, 242
Lo are A AT U o IR R e e e 14, 592, 501 12, 232, 881 7,767, 158
Total cost and freight cost o oo oo 88, 639, 146 75, 267, 354 41, 253, 400
CHINA

(‘oro:}]s _______________________________________________________ $20, 132, 0n0 S12. 265001 |o . -
B T i e 0) 1L TR S | S i S A S T e I ) | TN Y e -
_ Total free-alongside-shipcost_______._____________..___ 23 782,000 13; 265,961 | = m oo

FEstimated shippingeost . __ - 3, 918, 000 2 010,000 |._..-- N
Totalcostand feeighteost .o o e 27, 70C, 000 34 975 06N (L oniednd_ - -

tREECE

(N e A e n U e o e o WO e L L WOy N S $25,403,202 | $19, 768, 079 $18, 230, 530
O T v R e e o N oL o £03, 500 729, 500 77. 560
e el R I I TS Sl D I 0 L ey i SR R 1, 626, 458 769, 2i7 90, 674
L TS e R R o B N ol ol e £ SN0 i) - 0 D 5, 907, 243 4,670, 431 4, 504, 776
el e S e e R S e e A R e T 150, 000 106, 733 106, 733
bt T L B0 0 ) 305 e g S A S St sl 242, 670 113, 768 75, 122

. Tatal free-alongside-shipcost- - _____ . ________________
Estimated sHIppIng Cost. o oo eeem e e mmm e

34,133, 033
4, 508, 714

]

26, 156,72
3, 640,73

t

23, 085, 405
3,105,715

Fotal eostandfreichteost - — - - .. .. 38, 731,747 29, 697, 160 26,191, 120
ITALY
T e e e I R ) $65, 181, 701 $49, 748, 298 $37, 169, 091
T T o M e e 449, 500 SN | i
Lo ) U 3 A S 0 R . A s 0 ol il i 3, 658, 316 3. 301, 697 3, 301. 697
gt JESE DI TR T S e BU ML 4, 469, 608 4,212, 589 12,217
R OO e e e e e e 560, 064 560, 063 439, 089
HEael . B Bhar LN dees ) St AN e T AT IR 23, 184, DOO 16, 548, 414 9, 522, 532
T e L e s 441, 280 441, 280 201, 060
R A e e I i 50, 000 B0 | s ¥
Medical SUPDHES. . ce e e mcc e - e 659, 059 321, 696 207,159
Total free-alongside-ship eost . . cccccm oot 08, 653, 528 75, 633, 537 60, 852, 845
Estimated shipping €ost - - e v oo oo 22, (43, 150 14, 461, 399 6, 152, 641
fhotal-coat and frelght eoste s cnne e e i s 121, 296, 678 90, 094, 936 57, 005, 486
TRIESTE
B e e e e $6, 027, 050 $4, 837,323 $2, 841, 080
SRR RN HIRD. cesces Sowatwtdns e e e e sa R A S e B s 157, 286 155, 396 22, 050
oSO R O s el g e L I S S S : 463, 082 428, 286 | oo
TR e e e o 136, 666 136, 708 24, 390
RIS g i ergan L b (o e A Es e SO e e D S S S el 257, 565 256, 436 105, 971
L N R ST e 668, 112 660, 360 261, 906
27 70 0701 T 70305 U D RS S S SO S 104, 316 G ST e,
Potul fresalong-aRiproosto maae oo = L roadcissianes 7,914, 067 6, 527, 910 3,255,397
107 et TG ek ey a bl o)) AT GREEE I SR O I D S S 1, 851, 876 1,529, 617 756, 658
ToLal bt and ANl POl s s wnen=—seas s secsaratns 9, 765, 943 8, 057, 557 4, 012, 055
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Approved country programs, by commodity classification, as of Oct. 31, 1947

[Free-alongside-ship values]

Commodity Austria China Greece Italy Trieste Total
Cereals_______________________|$35 112, 532 |$20, 132, 000 {325, 403,202 |365, 181,701 | $6,027, 050 {3151, 856, 485
Meeateand fsh. oo oo - | 3908804 |nzoa— 803, 500 449, 500 157, 286 4, 619, 790
Batsandoils. L o= L - 1 O R e L A e d 3, 658, 316 563, 082 14, 948, 700
Enlsene Te © RS o . _ b 4. 008, 862 N ——l 1, 626, 488 4, 469, 60% 136, 666 10, 241, 624
Dairyproducts:c - - 00,087 |fio i 5, 907, 243 560, 064 257, 555 7. 144, 909
e it e e S L) BLO00 e a2 e 5 e e, 654. 000
0 Lo o7 P T T T Y | N R ) O ) e P e il e 23, 184, 000 668, 112 37,022, 432
s CEA R BT = e Tl g T R R o e 5 et S e 1, 584, 090
Postioides! — o 20 St o 00, DOD Jao—o i 150, 000 50, 000 L 690, 000
Rerfilizer. - ‘= = . o . GG 1,70 N s 1 [ =i e Sty T e Betnte 2, 200, 000
Medical supplies......____.____[ 2,611,268 | 3,650,000 242, 600 659, 059 104, 316 7,267, 243

Total free-alongside-ship
COSEAL | ey i e L 74,046, 645 | 23, 782,000 | 34, 133,033 | 98, 653, 528 7,914, 067 | 238, 520,273
Transportation .. - 14; 592, 501 3, 918, 000 4, 598, 714 | 22, 643, 150 1,851,876 | 47, 604, 241
Total cost and freight
s N T N I 88, 630, 146 | 27, 700, 000 | 38,731, 747 i]?l . 206, 678 9,765, 943 | 286, 133. 514

Procurement initiated against approved country programs, by commodity classi-
fication, as of Oct. 81, 1947

[Free-alongside-ship values]

Commodity

Austria

Cl

1ina

Greece

Italy

Trieste

Country
not yet
desig-
nated

Total

Cereals.__.
Meats and fish______
Fats and oils___ - -
Prises: —— -
Dairy products. . ———cocue
Dried fraits oo -

 p—

s Tleenee e L B s
Seddal == T e
Pesticides. - - oo _.
Fertihizen. o -
Medical supplies. .. _____
Total [ree-along-

side ship eost_ __..
Estimated shipping cost.

$30, 558, 413
3, 153, 464
7. 683, 959
4, 008, 973

434, 167
630, 853

13, 152, 320
392, 510
280, 000

2, 200, 000
539, 514

$12, 265, 961

63, 034, 473
12, 232, 881

12, 265, 961
2, 010, 000

$19, 758, 079
729, 500
760,217

4. 679, 431
“106, 733
113,768
26, 156, 728
3. 540, 732

$49, 748, 208

¥4, 837, 323

$117, 168, 074

and

Total cost
freight cost

e
0,

267, 3564

14, 275, 96

[t

20, 697, 460

449, 500 155,396] . ___ 4, 487, B0
3, 301, 697 428 2861 .. _____| 11,413,942
4, 212, 589 S IR 9,127, 488

560, 063 256, 436] $R859, 002 6, 789, 189
I, S S || I e T 630, 853
16, 548, 414 BREL300]. - 30, 361, 034

P e ) RS Il Ko 344, 090

) | | [ 436, 733

e e e B e i 2, 200, 000

321, 696 I ) PR P 1, 028, 468
75, 633, 537| 6, 527, 940 850, 002| 184, 477, 731
14, 461, 399| 1, 520, 617 100, 000] 33, 874, 629
90, 094, 936 8, 057, 557| 950, 002| 218, 352, 360

Shipments made against approved country programs, by commodity classification,
as of Oct. 31, 1947

[Free-alongside-ship values]

Commodity Austria Greece Italy Trieste Total

T e A st $25, 219, 489 |$18, 230, 530 [$37, 169, 091 | $2, 841, 080 | $83, 460, 190
Meatsand fish. - oo oo N o 1, 400, 902 77,0660 | 22, 060 1, 500, 512
3T L s e e W1 T 1 e S [ o i M TR T 7, 690, 900
B S e ek = & it o 569, 290 90, 674 12, 217 24, 390 686, 571
Dairy produets v mmmm e 434, 167 4, 504, 776 439, 089 105, 971 5, 484, 003
£ D) 102 ) 0 & & SR S e P Pk o e SRR W) | e 1 LS T e O 260, 000
I e e B44. 189 Lo 9. 522, 532 261, 906 10, 628, 597
1L T ) e Sl sl 260,910 |2 P ) (B PSR 451, 970
PesticiBy D W . T o e ) R s I TR o memnmae s 106, 733
G e oy e= = e,y B e e e | g . oL L e -
Madical Sapplles e e 138, 122 75,132 Sy vl b | S e 420, 413

Total free-alongside-ship cost...____. 33, 486, 242 | 23, 085,405 | 50,852,845 | 3,255, 397 | 110, 679, 889
Estimated shipping cost .. .. ________ 7,767,158 | 3,105,715 6, 152, 641 766, 658 17,782,172

Total cost and freight cost. .- ccceae-- 41, 253, 400 | 26, 191,120 | 57,005, 486 | 4,012,055 | 128, 462, 061
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Mr. Dorr. As of October 31—I will give you first the figures of the
programs which have been approved; that is, the funds Wwhich have
been earmarked for expenditure. I can then give you the actual items
under procurement and the quantities shipped to the various
destinations.

The approved program for Austria involves $88,639,000; China,
$27,700,000; Greece, $38,731,000; Italy, $121,296,000; Trieste,
$9,765,000.

The total of those country programs amounts to $286,133,000.

In addition, there is an allocation of $15,000,000 w hich has been made
to the International Children’s Emer gency Fund ; an item of $5,000,000
has been tentatively reserved for the shipthent of private relief con-
tributions under one of the provisions of this Public Law 84 and
$600,000 has been allocated for administrative expenses. Five hundred
thousand dollars have been allocated for administrative expenses of the
Food Conservation Committee which helps to make food available
for this program ; $24,766,000 has not been programed.

The total of those amounts is the full amount of $332,000,000 which
was appropriated by Congress. I have a break-down of the actual
items which are under procurement and the actual shipments made as
of October 31. It you would like those figures I can give you further
details.

Mr. Broom. You say the total amount is $332.000,000; is that right?

Mr. Dort. There is an item of $24,766,000 which 1s unallocated.

Mr. Brooy. Do you include that in the $332,000,000 ?

Mr. Dort. Yes, sir.

Mr. Brooa. Isthatitem of $24,000,000 that you c-peak of, or $25,000,-

000, the item that was held in reserve for the children’s fund ?

Mr. Dorr. It is $24.766.000 which has not been allocated.

Mr. Broom. Then the $25,000,000 and the $15,000,000 is included in
your figures of 340,000,000 or $350,000,000 that you speak of?

Mr. Dorr. $332,000,000.

Mr. Broom. That difference is all accounted for in the money for
the children’s fund ?

Mr. Dorr. That is correct.

Mr., Jonsman. So that there will be no misunderstanding, do I
understand that this “not yet programed” item is nev ertheless allo-
cated to the children’s fund under the provisions of the act ?

Mr. Dorr. It was indicated that the United St‘lt(’% would make an
initial contribution of $15.000,000 to the children’s fund. It further
provided for additional amounts to be contributed to the fund on a
matching basis of 57 percent of United States funds against 43 per-
cent of funds contributed by other governments.

Mr. Broom. That is right.

Mr. Dorr. As yet the “other governments have not contributed a
sufficient amount. to call for further contributions in addition to the

voriginal $15,000,000 which we have already made available to the
fund. In connection with our estimates for interim aid the cal-
culations for Austria in the next quarter included an item of $16,-
000,000 which would be available from this reserve if additional contri-
butions to the children’s fund are not made. To the extent, therefore,
that that $16.,000,000 is not available for Austria we would fall short of
meeting our estimates for the interim aid period—that is the first quar-
ter of next year—for Austria.
67810—47——4 :
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Mr. BrooyM. Then you have used up all of the $340,000,000 except
the $24.000,000 that you are holding for the 57 percent that we are con-
tributing against the other nations of the world’s 43 percent ?

Mr. Dort. That is all that remains.

Mr. Broom. Everything has been used up, allocated, or earmarked ?

Mr. Dorr. That is correct.

Mr. Broom. There is some doubt as to whether that $24,000,000 can
be expended or not.

Mr. Dorr. That is correct.

Mr. Broom. According to the act itself, that $24,000,000 of the chil-
dren’s fund should be held in reserve until we find out what the other
nations are supposed to do. There is no time limit placed on it?

Mr. Dorr. We do not know whether we are required to hold that.
It was not clear in our view as to whether the law said we had to hold
it in reserve until the end of the expiration of the appropriation, or
whether it could be used, if necessary, to meet relief needs.

I might quote the provision of the law and the wording of the con-
ference report on that point.

The provision of the law is as follows:

There is hereby authorized to be appropriated to the President not to exceed
$350,000,000—

and as I say, the appropriation actually was $332,000,000—

for the provision of relief assistance to the people of countries devastated by
war, such relief assistance to be limited to the following—

and then it lists the items:

Provided, That from the funds authorized under thig section the President shall
make contributions to the international children’s emergeney fund of the United
Nations for the special eare and feeding of children, and such contributions shall
not be subject to the limitations and requirements provided in this joint reso-
Iation, but after $15,000,000 has been so contributed no further contribution
shall be made which would cause the aggregate amount so contributed by the
United States (1) to constitute more than 57 per centum of the aggregate amount
contributed to said fund by all governments not receiving assistance from said
fund, including the United States, or (2) to exceed $40,000,000 whichever is the
lesser.

In the eonference report it was stated in regard to that provision :

For the purpose of making mandatory the contribution of $15,000,000, the
permissive phrase, “may make contribution,” which was in the House bill, has
been changed to “shall make contribution.” It is not intended that there he set
aside indefinitely amounts sufficient to cover the maximum possible United States
confribution to the fund determined on the basis of contributions made by other
countries. It is understood if the President determines at a reasonable time
prior to the termination of the relief assistance program that there is no reason-
able expectation that other governments will make contributions which will
result in an increase in the aggregate amount to be contributed by the United
States, he may utilize for the relief assistance program the amounts which have
not heen contributed to the children’s emergeney fund,

Mr. Broom. Yes; but the act itself provides that the United States
Government should contribute up to 57 percent of what the other na-
tions contribute. Suppose the other nations should contribute their
43 percent? We would not be obligated to pay our 57 percent, and if
you spend that money now for other purposes, then we would have to
come back to the Congress and ask for an appropriation to meet the
57 percent that we are obligated for in the act, not in the report. The
act is very specific on that.

-
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Mr. Dorr. Our interim aid request assumes that we would be using
$16,000,000 which is a part of the amount not yet allocated for
Austria in the first quarter of 1948. If we did not have that fund
available for Austria and were required to make the fund available to
the children’s fund, or to hold it in reserve, then we would fall
short in our Austrian estimates by $16,000,000 under the interim-aid
request that we have made.

Mr. Broom. Answering the question of Mr. Jonkman, all the money
has been allocated to spend of the $332,000,000?

Mr. Dort. Except this $24,700,000.

Mr. Broom. That has been earmarked, so all of it is earmarked ?

Mr. Dort. Yes, if you included that item.

Mr. Javits. May I make this suggestion that might be very much
more frank in view of the importance we all attach to the children’s
fund : If the bill actually had a revocation then we would face the
issue squarely as to whether we wanted any part of this $24,000,000
used for some other purpose, or whether, as Mr. Bloom said, to which
I thoroughly agree, we still have some 7 months to go before this pro-
oram is over, and this $24,000,000 is highly important money to a lot
of children who need it badly, which I saw visually, as did everybody
else who went to Europe.

Dr. Juop. May I as the author of this amendment make a comment
as to its intended meaning? First, were you reading from the Senate
report ?

Mr. Dorr. I was reading from the conference report.

Dr. Jupp. As the time the original House amendment was offered
by me and adopted by the committee, and later modified in a few
words by the Senate and in conference, it was the understanding of
myself, at least, and those in the drafting service who helped me,
that it meant this money was to be held up until the expiration of the
authorization in this bill, which is June 30.

I think the only fair interpretation of the intention of our
committee was that up until approximately the end of the authoriza-
tion, June 30, 1948, that money should be held for the children’s fund
to be constituted if other countries provided their 43 percent. 1f they
did not before the end of this authorization, then it could be avail-
able for other purposes.

Mr. Dorr. If that is the case, then our estimates for interim aid are
shy by $16,000,000. In other words, we assumed that $16,000,000 could
be used out of this fund to assist in the Austrian requirements in the
first quarter of 1948.

Dr. Jupp. There is one further comment to be made on possible in-
terpretation. The law authorized $350,000,000. Actually only $332,-
000,000 was appropriated, so that if other countries came along and
made contributions requiring further contributions from us in addi-
tion to the $15,000,000 already contributed, you could come back
to the Congress, or the Appropriations Committee, and ask for up to
$18,000,000 more. If the President has no reasonable expectation
that the full $25,000,000 will be called for on the basis of contributions
from other countries, it seems to me, inasmuch as there is a $18,000,-
000 leeway between authorization and appropriation, he might be
eneitled to use up to that amount for other purposes and then come
back for $18,000,000 more in case the other countries came through
with their contributions.
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Mr. Dorr. We have been in doubt as to the interpretation of this
provision and had intended to get the Comptroller General to rule
on what our situation was, and what we should do under the act. Of
course, we are laying the whole facts before you here. If you want to
save this money, then we are $16,000,000 short in our estimates under
the interim aid bill.

Dr. Jupp. There is, as you doubtless know, reasonable expecta-
tion that there will be some further contributions, and one of the
strongest talking points for getting contributions from other countries
is the fact that 1t they put in ‘51 000, 000 we will put in about 114 millions
more under this authorization. That is a strong talking point, and
I would not want that door closed. At the same time I do not
think there is a reasonable expectation that enough is going to
come in from other countries to permit us to contubute from this fund
the full $25,000,000; therefore, I think we could make allocations as
long as we keep our selves within the $18 ;000,000 leeway, or the differ-
ence between the authorization and the actual appropriation.

Mr. Javirs. May I ask a question on this very point? I think Dr.,
Judd wants the same thing I do, and I believe the same thing that M.
Bloom does.

Is it not a fact that in your presentation to the Appr opuatlons Com-
mittee you asked for the full amount for the children’s fund and that
the Appropriations Committee, when they gave you $332,000,000,
thought that they were giving you the full amount for the children’s
bill, so you probably could not come back for another $18,000,000 if
you used up this money ?

Mr. Broom. I agree with Mr. Javits on this question because at the
time of the conference a suggestion was made to put a tlme limit on
it of December 1, and the conferees rejected that. There is no question
in my mind—and I have been through this from the beginning—that
the $25,000,000 was allocated spemhcallv to the children’s fund, and
we should go up to 57 percent of what was contributed by other gov-
ernments. If they contribute their 43 percent of the “\‘25 000,000
that we are obligated for, I think that this Government is in duty
bound by the law itself—not by the conference report or anything else—
to pay that $25,000,000. T do not believe that anyone has a right to
use anv part of that £25,000,000. It was specifically allocated for that
purpose. I agree with Dr. Judd and Mr. Javits.

Mr. Javrrs. May we have an answer to the question that T asked
the witness on the specific issue of whether they did or did not present
to the Appropriations Committee that full request for the children’s
fund and on the basis of which they got a $332,000,000 appropriation ?
I think that will nail down the pomt that Mr. Bloom just made.

Mr. Dort. The provision was put in by the Congress. The admin-
istration did not present a request for the children’s fund. We made
no request for it.

Mr. Javirs. But the conferees passed upon every item in the bill,
in the author vntlon and gave you $332,000,000 for everything, includ-
ing the children’s fund, is that correct ?

Mr. Dogr. That is correct ; yes.

Chairman Eatox. Now that we have finished the discussion on this
point, suppose that we start in on the 5-minute rule for general ques-
tioning of the witness.
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I will begin with our distinguished friend, Mr. Chiperfield.

Mr. CurpPeErrieLp. Mr. Lovett, on page 39 of the statement on Eu-
ropean interim aid appears the following:

The estimates of Italy’s needs for relief financing in 1947, presented last spring
in support of legislation and appropriations for the United States foreign relief
program indicated that Italy in 1947 would be faced with an uncovered balance
on foreign account of $193,000,000.

Is that correct?

Mr. LoverT. Yes.

Mr. CuareerrieLbd. When Colonel Wood was before us last spring
he presented this document which I hold here and which states that
the deficit of Italy at that time was $158,000,000, a discrepancy of
around $35,000,000. How was that accounted for?

Colonel Woop. I do not recall the details of that document. If you
will give me a little time to look it up, I am sure that I can clear up
the matter.

Mr. Cuareerrrerp. On the first page. [Hands document to Colonel
Wood.] That is a secret document.

Colonel Woopn. Would it suit the committee and you if I have the
question looked up and make an answer later? I would not want to
give you an offhand answer because this was some time ago and I do
not recall the details of the computation.

Mr. Cuareerrierp. In this same statement, Mr. Lovett, you say the
1947 wheat crop was 4,700,000 tons. “(ekteulav in the Senate you

said that if you multiplied that by the figure 37, we could get the bush-
els. I have done that and it amounts to 173 ‘)00 ,000 bushels of wheat
for Italy.

Now, I have inquired through the Library of Congress’s Reference
Bureau and they tell me the 1947 wheat crop amounts to 210,000,000
bushels, a dlsmepancy there of 36,100,000 bushels.

Now you are going to send to Ita]v something like 44,000,000 bushels
of wheat. If there are 36 ,000,000 more bushels of wheat in Italy than
you estimate we will not have to send that amount?

Mr. Loverr. T think that there has been some confusion between
France and Italy. The comments I made yesterday compared the
prewar production of cereal grains in I‘mnce, about an 8 million
metric-ton figure, with the 1946 cereal grain pr oductmn in France of
about 6.7 million metric tons as compam:l with this year’s figure which
was around 3.8 million metric tons, and I rounded it out to 4 million.
I was thlkmrr qbout France and someone asked the question how many
bushels that. w as, and I said that could be obtained by multiplying
it by 37.

Mr. Crreerrrerp. I obtained my figures from your statement. These
ficures are very interesting. I h: ad some fisures prepared by Mr.
Crawford and I believe you were the one who furnished them. 1 have
a memorandum here of October 30, and you furnished him this figure,
Mr. Dort, which shows that at time of break-down only $113, 000 000
had been allocated to Italy. The figures that you gave a few minutes
ago were around $121,000,000, and the statement here shows $122,000,-
000. At that time you had a tentative estimate that we were going
to spend $285,000,000 in Italy. Now it is down to $227,000,000 2 w eeks
later. Do you suppose that if we wait two more weeks it will go down
another $58,000,000 ?
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Mr. Loverr. May I answer the latter part of that, Mr. Chiperfield ?

Myr. CurperFieLD. Yes.

Mr. Loverr. The figures which we submit with respect to Italian
requirements, appearing in the bluebook, are given after the elimina-
tion of items which were covered recently by the use of funds under
the Relief Emergency Aid Act in order to enable the procurement
of the coal shipments which must go forward the early part of Decem-
ber. That accounts for a part of it. The other items that were re-
duced were reduced because we felt that they involved payments which
might come under adjustment through moratoria agreements between
France, Belgium, and Italy. I can give you a list of the total reduc-
tions.

We have tried to screen this with the greatest of care and with the
help of other governmental agencies, and that screening has resulted
in the figures which are contained in the bluebook. That is the figure
on which the presentation is based today.

Mr. Cuarperrierp. I have a statement here, and I know that there
will be prejudice in some people’s minds because it is from the Chi-
cago Tribune, in which it says:

There was a bumper olive crop and oil production which will exceed by four
times the 750,000 quintals which producers must surrender to the Government
for rationing.

Has there been a bumper crop of olive oil in Ttaly?

Mr. Dort. Yes. There has been an unusually large crop.

Mr. CurperrIELD. It goes on to say:

Only the wheat crop was poor this year, but American post-UNRRA grain

deliveries, plus a good rice crop and abundant fresh vegetables and fruits, should
easily compensate for this.

Then it goes on to say:

In less than a month since the downward trend of prices started official
figures show that olive oil was down 17 percent; lard, 23 percent; butter, 15
percent—
and so on. It goes on to say that livestock herds are reported to be
back to prewar levels, and there is the belief that there is enough meat
for the public’s requirements. What do you say about that?

Mr. Dorr. By far the largest item of the diet of the Italians is
bread. During the summer they have been having substantial quan-
tities of other kinds of food which have been added to that. That is
illustrated by the fact that under the relief program we have not
recently shipped fats and oils to Italy. We have, however, tried to
keep the basic bread ration so that that part of their diet would be
filled. In the winter months they will be relying more on bread and
we know that they will have fewer vegetables and fruits. There have
been no shipments of fats and oils under the relief programs in recent
months.

Mr. Careerrierp. They say here, “Coal for home heating is being
rationed for the first time. Previously coal was banned for heating
homes and none was distributed.” Do you know whether that is
occurring or not ?

Mr. Lonce. I spent 3 weeks in Italy and went into these matters.
As far as meat is concerned, Ttaly is not a meat-eating nation. Italians
eat pasta made of flour. They have never been a meat-eating nation
and they are less so now because they can only satisfy three-quarters
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of their needs as far as wheat is concerned. Therefore, they certainly
cannot afford to feed any wheat to animals,

As far as coal is concerned, it is very critical, especially with respect
to private homes. The Ttalians look forward to being largely un-
heated during the winter. The situation of Italy iollowmg the with-
drawal of our troops this summer is that they face a winter with
practically no heat in their homes and with a very inadequate diet.
That is the most reliable information that I could obtain.

Mr. CurperrIErD. In the appendix to your statement there is an
item

Mr. JoneMaN. I would like to have that confirmed. The witness
has not answered the question. I would like to see if they can give an
official answer to the question.

Mr. Dort. They are, Mr. Chairman, very short on coal. They have
been having a consumption of about 800,000 to 900,000 tons a month.
The allocations for shipment in November and December are 600,000
tons, which represents a reduction in the amount they have been con-
suming in the last several months. The estimate in this interim pro-
gram, I believe, is for 600,000 tons in December, and 650,000 tons a
nionth from January on. In prewar years they consumed well over
1,000,000 tons a month. |

Mr. CareerrFIELD. On page 54 in appendix A there is item 5, “OFLC,
surplus property credits, $178, OUO ,000; amount distributed, $178,000,-

000 ; balance on hand, nothing.”

Wil you tell the committee about that transaction, Mr. Lovett?

Mr. Loverr. This figure of $178.000,000 on page 54, item 5, I am in-
formed consists of the two sales made of bulk surplus property. The
surpluses were sold under two credits and they owe us $178,000,000
on that account.

Mr. Cuareerrierp. We have spent $1,500,000, have we not? That is
the figure in your statement ?

Mr, Loverr. I think that one and a half billion is approximately
the figure.

Mr. CuareerFierp. Thank you; that is all.

Mr. Vorys. To come back, Mr. Lovett, to the form of the legisla-
tion, you were not here when this Public, 84, relief bill came up
this spring. Although there was tr emendous secrecy about the figures
involved, it was a ‘balance-of- payments proposition just as is the
present bill. We talked a lot about relief, but what we were doing
was to furnish dollars to help the balance of payments of those coun-
tries so that in that respect ﬂl]‘: proposal is quite the same.

Now, as to the matter of the 6 percent, there are about three or four
pages of Public, 84, each paragraph of which was the subject of long
debate in both bodies. There were long hours of conference and each
paragraph of it represents the cunnrpaaoml ideas that are going to be
redebated before we have any interim bill whatsoever, if we brmg
in a new bill.

My suggestion was that if the administration under Dick Allen
functioned satisfactor ily under that law, from the standpoint of get-
ting it through Congress and also the administration in the ﬁeld it
would be better to proceed under that law than to get up another one.

Now, you brought up the 6 percent proposition. The reason that
was put in was that it was the hope of the Congress that some other

George C. Marshall Foundation, Lexington, Virginia




5% EMERGENCY FOREIGN AID

nations would come in with it. It was represented that the amount
was only 57 percent, and 43 percent would come in from some place
else, and if we put in the law a provision that the United States could
finance with dollars the supplies from other countries, it was felt that
would be an invitation to them to say, “Why, we will se]l stuff to the
United States rather than contribute to this great need.”

Now, that same subject matter will again be under consideration in
the Congress, and while we all recognize the cogency of the suggestions
you have made, that if some of ‘this can be procured elsewhere it
will lessen the impact on our economy ; yet we wonder whether there
is not some hope of having the Argentine, Canada, and some of the
other Western Hemisphere nations put in some relief, or aid, on the
same basis we are. Then, if they want to borrow some dollars, they
are a good risk and we can take that up as a separate matter.

However—and I realize this i is sort of a long question— if it is deter-
mined that the 6 per (,ent ﬁfrm e is wrong, all you have to do is to change
that figure, change the $350,000,000, change the figure under the RFC
advances, ('hfume a halt (l(men words in the bill, and you have got a
structure that C ongress is used to and the State Department and our
Government and other nations understand. That was the reason why
I keep emphasizing this.

Mr. Loverr. Well, Mr. Vorys, I was not in on the discussions which
gave rise to this relief assistance bill, and of course the Congress will
have to determine the form it shall take. In my earlier comments T
was merely trying to point out that we did not propose the method
of amendments to Public Law 84 because we thought that it might
be simpler in a new bill to work in a degree of fle Ylbl]lf} we feel is
absolutely essential to the satisfactory operation of this 4-month
period. As you suggest, it is simple legisl: ation, and if your sugges-
tion would enable more prompt action, that is a matter that the
gentlemen in the Congress will have to decide.

The fundamental interest in this and the thing we have tried
to express with complete frankness throughout the hearing 1is
the fact that we will need, in order to do this ]nl) a considerable llE‘“"l‘(‘ ;
of flexibility. In particular, that 6 percent figure would very materi-
ally limit us. As you say, it could be allmed that itself would be
a satisfactory answer on that point.

Mr. Vorys. In going through the blue book I find not one item in
the list of relief, of aid items which were not within the classification
of food, medical supplies, processed and unprocessed materials, foods,
seeds, fertilizers and pesticides—that is the list of stuff in Public,
84, so they are the same items that you are talking about?

Mr. Loverr. In the broad classification, that is true, always on the
assumption, Mr. Vorys, that we are dealing with this at the earliest
possible moment. In other words, if the av:ulab]htv of funds under
this bill should be delayed, some of the items which we now anticipate
would be procured with the funds requested would have to be pro-
cured by these countries with their own resources. Under these cir-
cumstances, the requirements we would meet might fall in some other
classification.

We are trying to maintain the countries literally as going concerns,
because they are lost if they are completely bankrupt. If they become
completely bankrupt, that magnifies the whole problem. If they are
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oing concerns they have needs as a going business that vary from
ay to day.

I cannot fully estimate what will happen, for example, if a ship load
of coal were lost, or something of that kind, during the winter months.
It would have a very serious effect because of the thin margins on
which these countries are operating. That is the reason why we have
suggested in several instances here that we have a hich degree of
flexibility. £t

That also explains some of the language in the earlier clauses which
I am sure you gentlemen will wish to discuss later.

I cannot say that that same protection could be given in amend-
ments, and I would not want what I am saying now to be misunder-
stood 1n any way. I am merely trying to give the background which
led to the conclusions which we reached.

Mr. Vorys. Now, throughout the statement of needs of the three
countries there is food in the program to be provided by the legis-
lation. Then there is other food which they are to procure through
other sources, so that you have made a break-down of the food items.
Could you tell us on what basis that was made?

Mr. Loverr. You mean the break-down in the distribution of the
food items, in the classification ?

Mr. Vorys. Yes.

Mr. Loverr. Wheat, fats

Mr. Vorys. For instance, glancing on page 10, here on table 1, of
commodities to be supplied under the interim aid program, which in-
cludes food, $20,000,000; table 2 includes food, $16,000,000.

Now I wonder if there was any significance, as between the two.

I think this is a similar item for each of the countries of food under
this program, of food they are to get for themselves?

Myr. Loverr. That is right, Mr. Vorys.

Mr. Vorys. And then over on page 10

Mr. Loverr. On page 10, that is the case of adding up requirements
in table 2. What we have done is to take the total assets which are
available and apply them to the needs which they have proven to us.
That $16,000,000 shown for food in table 2 is the counterpart of the
relief which Mr. Dort discussed earlier.

There is an item that is somewhat greater in France where the
relief allowance does not enter into it.

But in general I think the point of your question is that we have
taken the available assets of these countries and measured those assets
against the items which they must have in order to eat and to work.
They fall within certain well-established patterns, for the most part.
For instance, the daily bread ration in France is 200 grams a day,
and that multiplied by the number of people to be fed gives us the
amount of cereals required. , . .

There are also the imports of coal for transportation, industrial,
and other purposes which can be broken down and measured.

We have felt that we should be assured that they use their own
funds in the procurement of those materials as far as they possibly
an, and that after that assurance has been given the needs which
remained uncovered should be met with our funds, as shown in table 1.

Mr. Vorys. Yes. There is no difference in the classification of
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foods, let us say, on table 1 and table 2—$20,000,000 above and
$16,000,0007

Mr. LoverT. No, sir. After they have used their own funds, then
we take up the remaining deficit in food or in the other items which
they cannot cover as shown in table I.

Mr. Vorys. One more question: On page 21, apparently, provision
is made in the pipe line for the furnishing of wheat to France to

take care of them for 5 months, not a 4- month period, that is, through
April 30, 1948.

That is the onlv place where I notice the procurement plan 1s on a

5-month basis. I appreciate that you must plan to buy what you
nee(l for March 30 to last through April; you have gone into that
before, but is this program a 5- _month program, that is, , for wheat for
France, or is it just that one item of food ?

Mr. Loverr. No; and I might point out, Mr. Vorys, that to some
extent Italy and Austria are covered by relief.

Mr. Vorys. By what?

Mr. Loverr. By available relief funds, for that extra period.

Now what happens is, in order to get the coal to them in January,
we have to pay for it in December.

Mr. Vorys. Do you mean that—maybe I do not understand your
answer or ma\lle you do not under %1‘11111 my question, but wheat for
France is proposed on a 5-months basis in your recommendation.

Mr. Loverr. Oh, yes; that is true.

Mr. Vorys. Now is there a 5-months program for wheat for Italy?

Mr. Loverr. The dollars have to be spent in order to have the pipe
Iines maintained in a constant flow. In the case of France, this re-
quires procurement of wheat for 5 months in the program. In the
ase of Italy, only 4 months’ requirements need to be covered in the
interim aid program because the relief program has taken care of
December shipments.

Mr. Vorys. Well, as you just look over the thing, if this is in fact a
5-months program rather than a 4-months program that would ex-
plain why it is so big, and that is why I am anxious to find out whether
in general there is a program that represents having the pipe lines
full on March 3

Mr. Loverr. That is right.

Mr. Vorys. Thank you very much.

Chairman Eartox. Mr. Kee.

Mr. Kee. Mr. Secretary, with reference to whether or not all the
money appropriated by the Congress for relief, in the last appropria-
tion bill, which T believe was Public, No. 84, has that been expended
or allocated? T would like to know, if it is consistent with the policy
of the State Department to answer the inquiry, whether or not the
State Department considers that by the expenditure of that money
in various conntries for which it was provided and in which it was
expended enabled us to accomplish what we were told were the objec-
tives of the appropriation? 1In other words, to what extent have we
relieved those countries and to what extent has that halted the spread
of certain objectionable political ideologies, and to what extent have
we protected them from the dangers which they were facing at the
time we made the appropriation.
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Mr. Loverr. Mr. Kee, I think the State Department can quite prop-
erly answer that. We believe, and I think the evidence would sup-
port that belief, that the effectiveness of the relief assistance act has
been very considerable. Without it, in line with what all of you gen-
tlemen know from your practical experience abroad, the outlook of
western Europe today I think would be quite differ ent.

As Ambassador Dmm]as pointed out this 11101111111{, there are certain
ideas which fall on fallow ground when a person is hungry, out of
work and walking the str eefq The press has reported a degree of
stability in those countries in which I think it is fair to say the program
which you gentlemen passed last summer has had a very unpmtant
part ; the countries themselves, of course, deserve the major credit, but
I do feel that the people, that the Congress, and this country oun‘ht
to take some comfort in the thought that there are numerous com-
munities in western Europe that tod ay are alive, operating and are
going concerns that would not have been alive today were it not for
the $332,000,000 of relief.

Mr. Kee. You think that they are recovering today in Greece and
in some of the other countries, from some of the ills from which they
were suffering at the time we paqaed the appropriation ?

Mr. Loverr. I think Greece is a special situation, Mr. Kee, and I
am most anxious not to mislead you in my answer, therefore if you
will permit I will set Greece aside first and LL]]{ about the other
recipents of aid.

I believe in answer to your question that these countries have been
materially helped, and their continuity in the exercise of free speech
and free choice has been assured to a considerable extent by the use of
the relief funds.

In the case of Greece, as was discussed in some greater detail this
morning : The recovery program is complicated by the guerrilla war-
fare which makes it e\tlemelv difficult to get into certain areas which
have been important agricultural contributors to Greece. T think we

can take some satisfaction from the thought that there has been prog-
ress; it has not been up to our e\poct‘xtlom or hopes. On the other
hand, the country is alive and free, and in these days of great distress
and turbulence in the world it seems just to be alive and free is a
pretty important thing.

Mr. Kee. Thank you very much. That is all.

Chairman Earon. Mr. Jonkman.

Mr. Jongman. Mr. Secretary, last spring when we had before the
Congress the $350.000,000 aid bill which I think was described as
relief hill, and the $400.000.000 bill for Greece and Turkey, which wa
denominated the defense bill—am T not right ?

Mr. Loverr. T am not sure as to the latter title.

Mr Jongwman. Well. on the Greek-Turkey bill referred to in the
definition of the bill : Tt was separate from the general relief program
that we are talking about today.

Mr. Loverr. Yes; although Greece also participated in assistance
under the general relief act.

Mr. Jongmax. And therefore there was a distinction, was there
not : The $400,000,000 was the clofemn bill ?

Mr. Loverr. As I say, T am not in position to say about the word
“Jefense,” Mr. Jonkman, but I believe “assistance” was in the title,
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and 1t 1s my impression that the mission to Greece carries the thought,
the American mission that it is to aid Greece; I do not know about the
word “defense,” I am not competent to speak on that as I was not here
at the time.

Mr. Jongman. Probably it is not so material, but the reason I asked
the question is I wanted to know whether it was a defense or relief bill.
Is this interim bill an aid bill or a relief bill?

Mr. Loverr. The interim aid bill is primarily a relief bill.

Mr, Jongman. Exclusively?

Mr. Loverr. It is a relief bill as a preface to a recovery program,

We do include in it the provision of military supplies. The Greece
ald program and the Turkey aid program had a certain amount of
military supplies in them.

Mr. Jongyman. Then if it is the purpose—if it has for its purpose,
to a substantial degree, the fighting of communism in France and
Italy?

Mr. Loverr. The purpose of the interim-aid bill is stated in the
preamble here, but to paraphrase it, we feel that security and eco-
nomic stability are important considerations in our search for peace.
We are trying to help make it possible for western Europe to main-
tain a form of civilization to which they have been accustomed through
the years.

And this community involves something over 250,000,000 people.
They are hard working; they have the same concepts of freedom, of
justice, and of the rights of the individuals, and they are a tremendous
source of economic power.

They have had about two-thirds of the world’s shipping, about
half of the world’s trade, and they have been producing large amounts
of steel and chemicals and coal ; our purpose is to obtain a degree of
recovery in the world which will not be possible without the restora-
tion of the economic strength of this important area.

So we have not only a natural humanitarian interest in this but a
feeling that we cannot have a peaceful world without this recovery;
that it depends to a great degree on this recovery.

Mr. Jongyman. Would you say that your main objective is the pro-
vision of food, which leads to that end?

Mr. Loverr. That is correct.

Mr. JongmanN. Does France have any gold or dollar balance in the
United States?

Mr. Loverr. Yes; that is shown in the table in the book.

Mr. JongmaN. On page 217

Mr. Loverr. No, sir; but is in the explanatory data. That covers
those items which have not as yet been liquidated and which are
known. .

I think it is fair to say at this point that unquestionably there are
certain securities in this country belonging to French citizens, the
ownership of which has not been identifiable at this time,

There are two general classes of those securities: We feel that every
other asset that France has in liquidatable form at this present time
has been identified. You find in the table an indication of the French
securities that are currently being liquidated here. The French
Government is pursuing that.

Mr. Jongman. On what page is that found?
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Mr, Loverr. That is on page 29.

Mr. Jongman. Will you give me the amount so we will have it in
the record ?

Mr. Loverr. On the French securities here, on page 38, there is a
list of all the known French assets that are available, and under that
heading you will find an item covering the sales of French dollar
securities, the figure being $45,000,000 for the period October 1 to
November 30, which has been covered on page 34. The explanation
on page 29 can be read into the record if you wish.

Mr. Jongman. If you please, yes.

Mr. Loverr. (reading) :

In the early part of 1947, the French Government requisitioned the declared-
dollar bank accounts of French nationals residing in France and those having
since been spent for necessary imports. Dollar securities owned by French na-
tionals totaling $80,000,000 were subsequently requisitioned and also in course
of liquidation. Of this total, it is estimated that the French Government will
receive $15,000,000 in Octoher—November, leaving a resource of $35,000,000 for the
December 1, 1947-March 31, 1948 period.

Mr. Joxnkman. So that France really has no gold reserve and dollar
reserve in this country outside of those figures?

Mr. Loverr. Again let me say, to be completely responsive to your
question, that there are no doubt certain French citizens who own
securities, who have not responded to the French law to disclose their
American holdings.

There is a footnote on that on page 34, which I think should be read
into the record to give a more complete answer to your question :

The French had $50,000,000 available for current use in the Stabilization Fund
as of October 1, 1947. In addition the gold and foreign exchange reserve of the
Bank of France was $440,000,000. In view of the present situation in France,
it wonld be dangerous, both economically and politically to spend any significant
part of these funds.

Mr. Jongman. How much of the $121,000,000 allocated to Italy has
been spent of the $350,000,000 ¢

Mr. Dorr. Of the $121,000,000 allocated $90,000,000 worth, including
the estimated shipping costs, is under procurement or has actually been
shipped; of that $90,000,000, $57,000,000 has actually been shipped
as of October 31; the balance of the funds will cover Italy’s shipments
of coal and wheat through December.

Mr. Jongman. That was $121,000,000 out of the $332,800,000 ?

Mr. Dorr. Yes; that is correct.

Mr. Jongman. Will that take care of Italy through the 1st of
January next year?

Mr. Dort. It will take care of her shipments in December. The
money has to be put up and spent, on the average, a month before ship-
ment, so that she needs the money early in December in order to place
procurement contracts for the January shipments. _

Mr. Jonkman. What is the shortage of Italy’s grain crop as com-
pared with what we expected last May ? .

Mr. Dort. Six hundred thousand tons less than we estimated last
May.

Mr. Jongman. Could you give me a break-down of that?

Mr. Dorr. It is mostly in wheat.

Mr. Jongman. Mostly wheat ?

Mr. Dorr. Yes. The wheat crop is 1.2 million less than last year.
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Mr. Jongman. For Ttaly?

Mr. Dorr. Yes.

Mr. Jongman. What would that be worth in dollars?

Mr. Dort. Wheat is worth, roughly, $140 laid down in Italy, and
I believe it worth about %120 a ton here. It would represent a total
of about $168,000,000 laid down in Italy.

Mr. Jonkmax. It has been said here that the existing agencies
should be used. Do you mean the existing agencies in the United
States or the existing agencies in the countries that are to be the
beneficiaries ¢

Mr. Loverr. That means, Mr. Jonkman, all of the existing United
States agencies that have a part in carrying out the Relief Assistance
Act, both in this country and overseas.

“That langnage is used because the Commodity Credit Corporation
and the DP]J‘[ItT‘ﬂ(‘Ilt of Agriculture do the purchasing of the grains
and other foodstuff as well as fertilizer. The Burean of Federal
Supplies and the Department of the Army, in the case of Austria and
Trieste, purchase other items. Distribution abroad is supervised by
Mr. Allen and ounr relief missions in accordance with the Relief Assrst—
ance Act procedure.

Mr. Ricaarps. Mr. Secretary, how long do you fieure it will take
to clear up the pipe lines of goods for hnelﬂn relief bought out of
existing relief funds—bought out of the $350 000,000 alr eady provided ?

Mr. Dorr. In the case of Italy, present funds will provide for
shipments until the end of December. That is, the pipe line would
be completely dry at the end of December.

In the case of Austria, the same thing is true, if you assume that
this $16,000,000 which was tentatively set up here but which might be
contributed to the children’s fund is not available.

Those, of course, are the only two countries that are in this bill
that would get relief under our present request.

Mr. RicmArps. Then you would have to begin making arrangements
shortly after Christmas to provide any cmppl]eb for the purpose men-
tioned here by March 31¢

Mr. Dorr. We have to make our commitments of funds a month
ahead of shipment; so, in order to keep the pipe line going, that is, to
make shipments in January, we would need funds early in 'December.
Otherwise there would be a gap in those two countries,

Mr. Ricmarps. You mentioned Italy, I remember, in your testi-
mony just now in reply to the qnoqtlons asked by Mr. Chiperfield.
You said there were no shipments of fats and oils to Italy, while you
have in your figures here “Italy, $3,301,000 total Shlpmenis of fats
and oils.”

Mr. Dort. T believe I indicated or intended to indicate there had
been no shipments in recent months. ‘We originally intended to ship
fats and oils in the third quarter of this calendar year to Italy, but
we eliminated that from the program.

Mr. Ricuarps. When you -received information about the bumper
olive crop of ImI} you suspended shi ments of fats and oils?

Mr. Dorr. Yes, sir: we didn’t thmj{, in the light of the limited
funds available, that fats and oils had to be slnpped at this time.

Mr. Rrcrarps. In the study of the Italian assets by the House Com-
mittee on Foreign Economic Aid, a balance in the amount of $42,-
000,000 in av ailable credit, they told us, was a working fund. Will
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this amount all be necessary for a working fund in Italy, or can a part
of it be made available as an asset to show in table 2 on page 43¢

Mr. Dorr. That is a minimum working balance. I understand
these funds are in thousands of different working accounts, and that
is considered to be the absolute minimum that is posslble to continue
functioning,

Mr. Ricaarps. You mean a $40,000,000 working account is neces-
sary under the economy of Italy? Would not $20,000,000 be sufficient ¢

Mr. Loverr. While they are trying to figure the exact amount as
to whether this $42,000,000 figure can “be reconc 1led with our figures, I
might say that I think what you have in mind is whether or not all of
that needs to be held as a working capital for Italy as a going concern.

Mr. Ricuarps. That is right. I feel Italy could well throw $20,-
000,000 of that into the pot as an expendable asset.

Mr. Loverr. We did have a number of discussions on that, and they
have an extremely complicated system which works thlnlwh an in-
situation called CAMBITAL. That requires the importers into Italy
to hold their dollars and make them available to this central fund,
which then parcels them out. The exporters from Italy create the
funds and the CAMBITAL checks the tunds from the exporters which
arise out of sales, we will say, to this country, and parcels them out to
the importers who must buy things abroad.

In consequence, this particular fund fluctuates in amount within
substantial limits, not only seasonally, but also with the rate of indus-
try activity.

I cannot answer your question accurately at this time, Mr. Richards;
so, if it is qnl'eeable to you, I will try to give you a more complete
answer. It is my impression, however, thmlxmﬂf back into the long
discussions we have had on this, it was demonstrated fairly c]mrly
that the distribution of these funds 1s to so many hundreds of im-
porters, and the collections are from so many hundreds of exporters,
that you practically cannot squeeze it out ; otherwise, you would affect
the working capital position of each of the SQI)‘LI“lfe businesses.

Mr. Ricaarps. I suggest that you put some facts in the record in
support of those figures.

- Mr. Loverr. Yes sir.

" Mr. RicaArDs. As to the necessity for those figures.

Mr. Loverr. We will insert a memorandum if the committee ap-
proves.

(The information requested is as follows:)

ITartaAN Dorrar HooniNags

1. The Italian foreign-exchange position has steadily deteriorated during the
last several months. Dollar holdings amounted to 57.7 million dollars at the
end of June 1947, 42.3 million dollars on September 15, and 37.1 million dollars
on October 6, 1947, which is the last date for which detailed information is
available in Washington.

The break-down of the last figure follows ;

Millions of
dollars
e epnonterd (RGEONNES o G L e e SUCRESY 24
(b) Cambital, the Italian exchange office:
Net balances with their correspondents abroad_____________________ 4
Funds “in transit” through their correspondents in Ifaly ____________ 9
OB e o e e e i 37
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These funds cannot be considered as resources available to finance interim
needs during the period December 1, 1947, to March 31, 1948, because of their
character of working balances,

2. Exporters’ accounts—At the beginning of October 1947, 24.6 million dollars
were in the so-called conti valutari (exchange accounts) or exporters’ accounts,
belonging to private firms, which had earned them through exports or bought
them irom other exporters, in order to pay for essential imports.

The Italinn exchange-control regulations allow exporters to retain a part
(normally 50 to 75 percent) of their receipts from exports, while the balance
must be sold at the official rate of exchange (350 lire per dollar, as compared with
a free rate of about 610) to the Italian exchange office (Cambital). The pur-
pose of this regulation is to liberalize as far as possible exchange transactions
originating from foreign trade. At the same time existing regulations require
that the entire proceeds of exports be used for essential imports, In effect:

(a) Fifty to seventy-five percent must be sold to Cambital.

(b) The balance must be used for essential imports within 4 months.

The exporters’ accounts are subdivided among many thousands of exporting
firms, many of the accounts being very small. The firms use them as a basis
for all their programs concerning import of foreign goods and count upon their
gradual replenishment through new exports or through purchases of dollars from
other exporters.

These accounts represent, therefore, the working balances of a key sector of
the Italian economy—the sector which participates in foreign trade and is
expected to earn 14 or 15 million dollars per month, to be used for the purchase
of products other than food, fuel, and fertilizer.

3. Italian Institute of Foreign Exchange (Cambital). —The amount of $13,000,-
000, belonging to Cambital, is in turn the difference between a gross total of
about $21,000,000 and commitments in the course of being paid for over $7,000,000.

It must be explained in this connection that—

(e) A considerable part of Italy’s purchases abroad (suech as cereals and coal
outside the United States, petroleum supplies, and some other basic raw materials,
ete.) are made directly, for technical reasons, by the Italian Government, using
Cambital funds.

(b) A part of the Cambital funds (about 9 to 10 million dollars) is constantly
represented by funds in transit between the importers who are selling the 50 to
75 percent they must turn over and banks which act as agents of Cambital. This
part of Cambital’s funds is, of course, of less immediate availability than the
rest.

4. In order to understand fully the significance of these figures, it may be
recalled that for the first half of 1947 Ifalian dollar payments for imports and
invisible items have been estimated at over $400,000,000,

Mr. Ricmarps. I want to ask about the convertibility of sterling
as it affects the Italian economy. I understand that Ttaly has about
$80,000,000 worth of sterling that they cannot convert on account of
tl:e policy of Great Brlhm, and she 1s probably receiving about
£6,000,000 of sterling per month through ordinary channels. s any-
thing being done, or is there anything that can be done now to remedy
that situation?
Mr. Loverr. The information you have as to the total is correct, as
an approximate figure.
The Italians have been shipping goods to England and using sterling
as the international liquidating currency throuﬂfh which to obtain their
dollars. They could not buy what they wanted to in England, because
England either did not have it or could not make it available i in time.
Therefore, when the convertible sections 7 and 8 of the Anglo-Ameri-
can loan were suspended, Italy’s dollar balance equivalents in sterling
were frozen. They were therefore not available to her in this country
In those circumstances, we are informed by the Italian Government
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that they endeavored to work out with England at least a pro rata
arrangement under which they would receive some of those dollars on a
monthly basis. It could not be cleared up immediately.

The ordinary accumulation of sterling is at the rate or equivalent
of $6,000,000 a month, but Italy has not yet gotten an agreement from
the British Government to release it on a pro rata weekly or monthly
schedule.

Mr. Ricaarps. Well, as a matter of fact, the thing that worries me
about this thing is that the whole European economy is tied up on
account of the inconvertibility of the pound, and evidently England
had to take the action she did, stopping convertibility, in order to save
her currency and her own economic stability. But when she did that
she strangled a good many other nations of Europe that had sterling
and could not use it anywhere but in England, where they could not
buy what they needed.

Now, if there is not some attack made on that by the nations over
there and some effort made to solve the situation created by that situa-
tion, it is just going to cost the taxpayers of the United States that
much more.

Mr. Loverr. That is one of the fundamental purposes, of course, in
the whole economic recovery program, that trade should be reestab-
lished so that it will not be dependent on procurement in this country
alone. ,

Let me repeat again something I tried to emphasize earlier. This
so-called interim aid is, of course, a preface to the recovery program.
It is a method of obtaining some sort of option on the time necessary
to work out the details and have the Congress consider them, and one
of the great essentials in getting these countries through the winter
months is to maintain at least the present level so that from this level
recovery can start. And until recovery starts I do not know how vou
can work out either financial stability or international convertibility
of currencies in those countries. What I am trying to say is that in
my experience in the foreign business, which we talk a great deal about
food and fuel and the necessary raw materials because, manifestly,
people must work and eat and have shelter and heat, nevertheless, a
matter of absolutely cardinal importance is the restoration of the
normal financial stability and the introduction of honest currency
again. Until that happens we are going to have artificial barriers
between town and country and between country and country. And
I know of no way in which the effects of suspension of British con-
vertibility can be successfully cured until the production level and the
financial stability level of western Europe is increased substantially
above what it is at present.

Mr. Ricaarps. 1 am sure you agree that in any long-range plan for
relief in Europe this problem should be attacked.

Mr. Loverr. I agree most completely, Mr. Richards. Not only that,
but I think it is very significant that the Paris report itself has this
language in it on page 28, paragraph 65:

The success of the programs of the participating countries depends on the
internal economic financial and monetary stability being restored and maintained.

67810—47——5
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The production brackets cannot be achieved nor can European cooperation be
accomplished unless the economies of all of the participating countries are sound
and stable.

Mr. Rromarps. Let me ask a question on France.

The original estimate of steel requirements for 6 months for France,
as given to the House Select Committee on Foreign Aid on October 21,

was $35,000,000, and on October 31 it was $27,000 OOO Now, the ﬁﬂ"ule
on a 4 months’ basis as submitted by the QQ(,letfu} of State on Novem-
ber 10 showed only $10,000,000 of steel. That is very commendable,
in view of the short supply of steel in this country and in the world;
but right now the monthly steel exports to France have been mumng
ar mmd $4,000,000. So I was wondering how you were able to cut down
your figure so low.

Mr. Loverr. What page and what item is that?

Mr. Ricaarps. That 1s on page 26. The figure you give there, as
I understand, is $10,000,000. Now, the French had estimated their
needs at $35,000,000 and then the\ cut it down to $27.000,000, and
now we have the $10,000,000 ﬁmue when, as a matter of fact, France
is importing $4.000,000 worth of steel per month.

Mr. Loverr. We have it both in tons and dollars. We are trying to
identify it.

Mr. Ricmarps. It is on page 26 of your document.

Mr. Loverr. In the early part of September, the French stopped
purchasing. We were in short supply on the items alloc ated, and they
began to run out of dollars, and they instructed their missions in this
country to purchase only those items which were absolutely vital to
life until they could get some assistance. I will check my dates on that
to make sure I am rlrrht

The confusion occurs from the fact there were substantial contracts
placed in the early spring and summer, and the shipments which are
continuing subsequent to September 1 are in fulfillment of the con-
tracts issued earlier this year.

Mr. Ricaarps. And that cuts down the necessity for over $10,000,000
worth of steel in this period to March 31 of this year?

Mr. Lovert. This particular period here is the period after the ter-
mination of the continuing purchases by the French mission.

Mr. Rricaarps. You mean they were stocked up on what steel they
needed through orders already given and already placed, or shipments
already made?

Mr. Loverr. No, sir. Their minimum needs are $10,000,000, ap-
proximately. The $4,000,000 which is continuing is the residue of
shipments under contracts which were made earlier in the year,

Mr. Ricaarps. One more question. The House Committee on For-
eign Aid made this recommendation, and I want to know what you
have to s say about it.

“Emergency aid presents the same problem as does any general Eu-
ropean- aid program, and the Congress should bear this in mind in
setting up any emergency-aid program. Should Congress, through
its IPH])()I]H][)](‘ legislative committees, find as a pr actical matter it will
not be able to set in motion other machmm y for foreign aid by the end
of the special session, the committee recommends that action should be

taken prior to that {ime to authorize funds for the purchase of sup-
plies through the Export-Import Bank and the Commodity Credit
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Corporation for any aid for France and Italy found necessary to as-
sist the countries through March 31.”

Mr. Loverr. I am informed that the Export-Import Bank machin-
ery 1s not geared to purchase the multiple-commodity types that are
involved in this 4 or 5 months’ period. I will check and make sure
that has been discussed with them. ‘

[After a pause:] The Export-Import Bank is not a purchasing
agency. Their normal transactions are loans to foreign governments
or foreign groups that then handle the programs elsew vhere.

Mr. RI(H\Rns In Public Law 84, the Reconstruction Finance Cor-
poration was given power to per form certain relief functions. I was
wondering whether you could not amend this act, Public Law 84, to
empower ‘the Export-Import Bank and the (mmm_ullt} Credit Cor-
poration to perform certain additional functions, and probably that
would be the simplest way to meet this situation.

Mr. Loverr. First, I think there is some misunderstanding about
the Reconstruction Finance Corporation’s part in Publie Law S4.
That did not do anything but provide an authorization to advance
funds to the President after the passage of the enabling act and prior
to action by the Appropriation Committees.

Mr. Ricaarps. Then you do not think the Export-Import Bank and
the Commodity Credit Corporation could meet the needs of this situa-
tion ?

Mr. Lovert. As to the Commodity Credit Corporation part of your
question, we do now use the Commodity Credit Corporation for pro-
curement. As to the Export-Import Bml\. this 1s, In essence, a grant
program, and the Export-Import Bank is a loan agency. lhewture,
the two things are incompatible.

Mr. Ricaaros. But if Congress amended the law creating those agen-
cieg, giving them further powers to handle this program, do you think
they could operate expeditiously and effectively to handle this interim
relief program ?

Mr. Loverr. No,sir. T do not think they could, effectively and with-
in this period of time: because even if they were supplied with a new
charter and broad powers, it would require a degree of coordination
not only in purchasing, transportation, and slnppmw. which are ex-
tremely involved, but also requirements in supervision of the bilateral-
agreements program for distribution abroad. So that you would have
that unfortunate confusion of two agencies in the same general field
in this country and the necessity in any event of operating through
Mr. Allen’s agency abroad.

Mr. Rrcaarps. You think the same agency that handled the $350,-
000,000 authorization and appropriation under Public Law 8% should
handle it ?

Mr. Loverr. That is our recommendation, sir.

Mr. Ricuagps. That is all.

Mr. Jarman. Mr. Secretary, I want to revert to the questions which
were propounded to you a while ago about whether this was a relief
bill or a military defense bill. The question was directed primarily
to the Greek-Turkish, and German reliet bill this spring, and then the
question was propounded to you whether this was a relief bill or a de-

fense bill.

George C. Marshall Foundation, Lexington, Virginia




66 EMERGENCY FOREIGN AID

Now, while I thoroughly agree with what I believe was your reply
that it was primarily a relief bill, in view of the correctness of your
statement that we cannot count on a peaceful world when such a large
part is in distress, and in view of our knowledge that this distress will
certainly iner ease with the consequent danger to world peace and our
peace, from.a long-range viewpoint, is thlb in fact, not a defense bill,
indirectly, as well as axelief bill ?

Mr. Loverr. Mr. J arman, as I recall the question, Mr. Jonkman
used the word “defense” in connection with the Greek and Turkish aid,
and in those two instances military supplies constituted a very sub-
stantial part of the program. In the case of Turkey, it was completely
military, and, in the case of Greece, it repr ewented a high proportion.

I was endeavori ing to point out that the word “defense” in those con-
nections connotated a delivery of military supplies. That is not in
contemplation in the interim aid bill.

If I understand your question correctly, anything which we do in
the furtherance of peace and stability is, of course, a defense measure.

Mpr. Jarman. That is what I meant. And 11 your 1eplv, in thinking
of the Greco-Turkish bill as a defense bill, you had in mind pnmcmly
the defense of Greece and Turkey ?

Mr. Loverr. As I understood, the defense related to the means of
defense—the military aspects of aid.

Mr. JarmaN. To those countries?

Mr. Loverr. Yes, sir.

Mr. JarmaN. And my reaction was, as I say, I do not believe it is
possible, since we have tried it twice and succeeded very well for 2 or
3 years and then failed, I do not believe it is possible for us to remain
aloof from any future substantial war in the world, and anything we
do like this to prevent it, whereby it creates smbxhty, 1s at least in-
directly a defense measure for this country, if not for those countries
concerned. Is that not true?

Mr. Loverr. You could say, I think, Mr. Jarman, that anything we
are able to do to promote the 1etur11 to normal pl oduction, normal
trade, normal governmental processes in western Europe and which
throucrh that contribution makes us have a better chance to attain the
goal of peace, which we have not yet attained as a result of our victory
in the war, is definitely in the national interest, and therefore I assume
it could re asonably be called a matter of national defense.

Mr. Jarman. Thank you. That 1s what I had in mind.

Mr. Merrow. Mr. Secretary, I have a feeling that all proposals for
assistance to any foreign country could be considered in terms of our
own national interest and in terms of the secur ity of the United States.
Can it not be correctly said that France and Italy constitute the west-
ern front against the spread of communism and Russian aggression?

Mr. Loverr. I think it can be said that the countries of western
Europe represent an area of free states as compared with the police
state group; but I am not sure, sir, that I could make the direct asser-
tion which your question would 11111)1V.

Mr. Merrow. It seems to me that they constitute the western front,
and I have had the feeling that our aid should accomplish three
things—the rehabilitation of the countries in question, prevent them
from going communistic, and prevent the iron curtain from reaching
the Atlantic Ocean and the Mediterranean Sea.
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Now, do you think the extension of interim aid to France and Italy
will tend toward the accomplishment of those objectivess?

Mr. Loverr. I think to the accomplishment of a majority of those
objectives.

Mr. Merrow. It would seem to me if France falls and Ttaly should
fall, the Kremlin would then be in a position to have bases on the
Mediterranean and the Atlantic, thus definitely imperiling the secu-
rity of the United States.

I presume you do not want to comment on that ?

Mr. Loverr. I would prefer not to make any specification as to what
might be in the mind of the Kremlin.

Mr. Merrow. Well, I do not know that anyone can tell what is in the
minds of those who inhabit the Kremlin; but I think “by their fruits
ye shall know them,” and the reason I want to make the point in
reference to France and Italy at this time is that I feel the American
people would like to have—to use the expression again—the bluff of
the Soviet Union called. We started to call it in Greece and Turkey,
and if 1t had not been for our assistance in Greece probably she would
be in the hands of the Soviet Union at the present time.

Now, this interim aid which we are considering, has a very impor-
tant bearing upon our security and should be thought of in terms of
the security of our country. In view of the tremendous drive the
Communists are making in France and Italy at the present time to
defeat the Marshall plan and to stop the granting of interim aid, it
seems to me we ought to face the situation frankly and admit, to our-
selves at least, that France and Italy actually constitute the western
front, and if we do not extend the aid immediately, we will not be doing
our duty in terms of the security of the United States.

That is all, Mr. Chairman.

Chairman Earox. The Chair would hardly like to comment on the
questions just asked by the gentleman, but I greatly feel that 1f he
continued that line of questioning, he would be subject to disapproval
by Mr. Vishinsky as a warmonger.

Myrs. Douglas.

Mrs. Doucras. Mr. Secretary, the bill before us has been referted
to by you as a grant program and by one of the other members of the
committee or by yourself as a relief program.

Mr. Broom. Aid program.

Mrs. Doucras. Well, relief; I think the word “relief” was used.
On page 3, under section (b), provision is made for the receiving coun-
tries under the proposed program to deposit their currencies in banks,
after an agreement has been made between ourselves and the country ;
that this currency is to be held and, I understand, then the currency
1s to be used by us to stock pile raw materials, where we feel there is a
shortage of them in the United States.

Would you comment on that?

Mr. Loverr. Mrs. Douglas, as to the first part of your question, I
referred to grants in connection with an explanation of the difficulties
which would be involved in a loan organization, the Export-Import
Bank, dealing with matters which require the repayment of funds.
The bank is required, when it makes loans, to obtain “reasonable assur-
ance of repayment.” That phrase I am accustomed to as an ex-banker.

The situation with respect to the local currencies and the require-
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ment for deposit is identical in its original concept with that embraced
in the Relief, Assistance Act which was passed last July.

Perhaps I can make it clear

Mrs. Doucras. That is not necessary. I know that provision very
well. But in that case the currency was banked so that we could enlarge
the relief program.

Mr, Loverr. Local cur rency funds were deposited under agree-
ments which included not only self- dem ing ordinances but affirm at,ne
undertakings, under which the recipients undertook to do certain
things.

It was contemplated that those funds would be expended for work
relief in the furtherance of purposes of the Relief Act itself,

In this present aid bill, the same general formula is in contempla-
tion. The latter part of your questlon relating to strategic materials,
I think, arose out of an answer that I undertook to make, I believe,
to Mr. Jackson this morning. He asked the Secretary of State about
the use of these or similar depoa:ta of local currency funds in the long-
term emergency relief program in contradistinction to the interim- aid
program.

Mrs. Doucras. This is wholly a relief program then?

Mr. Loverr. It is primarily for relief.

Mr. Vorys. Will the gentlewoman v1eld7

Mrs. Doucras. Yes.

Mzx. Vorys. It seems to me that the gentlewoman was bringing out

a point that I do not believe the Secret tary caught; that is, you | talk
‘1bout this as “relief” and “grant” and use such tenm but when you
require a country to nnpound money, that is not qulte the same as
plain give-away or relief. I thought that was what the gentlewoman
was attemptmn to bring out, and 1 thought it was a very good point.

This is somewhat more bllsmowlil\e when you require money to be
deposited in local currencies subject to the control of the American
Government, than merely to give away. I thought that is what you
were bringing out.

Mrs. Doueras. We had such a provision under UNRRA, if you
remember. We sold goods where people could pay for them. The
funds derived from these sales were impounded and used to extend
the relief program. The relief program we passed last spring also
used this formula. I was under the impression that moneys im-
pounded under this bill would be used for the sole purpose of buving

raw materials for the United States to be sent home and stock plled
I think perhaps I got that impression from the Herter committee.

Mr. Loverr. I think there was a confusion there, Mrs. Douglas,
between the discussions which involved the long-range recovery pro-
gram in contradistinction to this interim aid program which follows
lhv pattern of the Relief Assistance Act with respect to loeal currency
deposits.

Mrs. Doueras. Thank you.

Chairman Earon. Dr. Judd.

Dr. Jupp. Mr. Secretary, have you read the statement recently at-
tributed to Mr. /lulanoﬁ'—q(nnethnm like that—in one of the Balkan
capitals, in which he announced that it was Russia’s intention to defeat
the objectives of the Marshall plan if possible?

Mr. Loverr. I have, sir.
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Dr. Juop. Do you agree with the statement of our Ambassador to
England here this mor mnrr—that it was his judgment that if this in-
terim aid were not carried out promptly and vigorously and effectively
it might be too late by next April to prevent “the peoples of some of
the western European countries h om acceptmo’ certain strange and
alien, and I think he said even “poisonous” doctrines, that “would
be a great menace to ourselves?

Mr. Loverr. I am in full accord, Dr. Judd.

Dr. Juop. I too agree tfully. It is also my considered judgment
that 1f vigorous and fldequate ald is not given to China before next
April, it may be too late to save her from those same strange and
alien and even poisonous doctrines; and that if we lose China, it may
well be impossible to save Asia. Certainly it would make it impos-
sible for us to carry out our objectives and fulfill our commitments
in Japan and Korea, unless we are willing to put in endless millions
of American dollars every year and keep tens of thousands of Amer-
ican soldiers over there to defend them.

It is my judgment, further, that if the Communists were to get
China, or even north China and Manchuria, it would give Russia a

satellite at her rear and therefore security on "her Asiatic fr ont, which
would greatly reduce her risks in the event of trouble in Emope be-
cause she would have to watch only one front instead of two; and
in the event of war have to fight on only one front instead of two.
That would enable her, in pursuance of Mr. Zhdanoft’s declaration,
to become far more vigorous and aggressive in Europe in her <11tempts
to defeat our efforts under this phn I believe consideration of the
problem of wise assistance to China is of great importance to the
success of the measures contemplated in this bill and i is, therefore, rele-
vant to the discussion of this bill.

Would you agree with that?

Mr. Loverr. Dr. Judd, the world is such an awfully big place that
we have to allocate certain areas for specialization. I do not feel
gualified to speak on China. The Secretary of State and certain of
the officials have been dealing with that as their special problem. I
have not, sir.

Dr. Juop. I was not primarily asking your opinion on the actual
sitnation of China. I was trying to malke this point—that, if a mem-
ber of this committee genuinely believes that unless action is taken
promptly in China it will end: anger the program in Europe, just the
same as Ambassador Douglas believes that if we do not take prompt

action in Europe the lrmﬂ-imm program there will be endangered,
then that is a proper subject for discussion before this committee,
You will agree with that, will you not?

Mr. Loverr. T would accept that.

Dr. Jupp. Then I want to ask you this question—but if it is not in
your field, do not hesitate to pass it by.

Is the $60,000,000 program of relief to China this fiscal year, which
I understand the Secretary suggested yesterday before the Senate
committee—to begin 1mmmlmtdv as soon as enacted, comparable to
this iterim aid pldn or is it contemplated that that will begin next
April 12

Mr. Loverr. Dr. Judd, I am not informed on that.
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Dr. Jopp. I think that is of the greatest importance. I tried to
get an answer this morning, but was prevented. I wonder if it
would be possible for us sometime or other to get that answer. Per-
haps you could submit it tomorrow ?

Mr. Loverr. I think I can give you some information which is
apropos as it comes into our relief program. There is $30,000,000 set
up for China in relief which, it is my impression, becomes avallable
this month.

Dr. Jupop. That is the $27,000,000 that has already been started,
but I am talking about the $60,000,000 additional that the Secretary,
I understand, proposed yesterday

Mr. Loverr. I am not informed on that aspect of it.

Dr. Juop. I should like to have some information on that, because
I think it is very important.

Mr. Lovert. Very well.

(The information is as follows:)

No definite proposal regarding possible assistance to China has, as yef, been
formulated. A very tentative estimate would indicate that about $20,000,000
a month might be requested for the last quarter of this fiscal year.

Dr. Juop. Now, I would like to ask two or three questions with
reference to the bill, if you have this committee print before you.

Mr. Loverr. There is one available here. And, incidentally, Dr.
Judd, this is something that I noticed just before I went out to lunch:
There are some omissions in the language of the bill; that i 19, as com-
pared to the language 111 our original draft. On page H, line 18,
where it says “Transport”, there should be added “and store”, so that
it would read, “Transport ‘and store, or provide funds for tmnupm ta-
tion and stora ge of such commodities :”

Dr. Juop. These are the questions I would like to ask, because I
know that they will come up in the committee or on the floor of the
House, in view of our discussions when we had the other relief bill

before us:
On page 2 of the committee print, let me read section 3:

The President, acting through such departments, agencies, or independent
establishments of the Government as he shall direet, may, by allocation of funds
to any such departments, agencies, or independent establishments, or by making
funds available to the government of a recipient country

Language like that last clause was in the original bill which came
down to us and we changed it to read:
by making credits available to such country subject to the control of tlle
President—
because we did not think it was wise to turn over American funds
to spend without any check as to how they were being spent. So we
oot an amendment adopted and the present act reads:
under the direction of the President such relief assistance shall be provided

in the form of transfers of supplies or in the establishment in this country
of credits subject to the control of the President—

and so forth.

Has that language proved unworkable so that you have now come
back to the 0110'111:11 anguage, to provide American funds to these
countries to expend as thev wish 2

Mr. Lovert. No, sir; not as far as I know,
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Dr. Jupp. Would it not be just as well to amend this new bill as we
amended the former bill so that instead of saying that the President
will make funds available to the particular government of the re-
cipient country, we provide for establishing in this country credits
to the recipient country, subject to the control of the President? Do
you think that would hamper the operation of the program?

Mr. Loverr. I do not think it would, Mr. Judd; if you would let
me express some reservation in giving you an offhand opinion, with-
out consulting the legal adviser, I do not see why it should. My un-
derstanding is that the word “credits” was eliminated in part in order
to avoid any confusion with loans.

Dr. Jupp. I think if it does not hamper a businesslike administra-
tion, there is a real advantage in not turning over American funds
to recipient countries but rather of establishing credits to them sub-
ject to the control of the President, so that if he approves, they may
draw on those credits to buy here or in the Argentine or other places.
It would not require them to spend all of the money in the United
States. But is it not a better procedure in a bill of this sort for us to
keep the funds and credits under the control of the President?

Mr. Loverr. I am inclined to think it is; yes, sir.

Dr. Jupp. Is there likely to be any way under this bill whereby we
can stop this sort of practice that has been going on in Austria

Mr. Loverr. I am sorry, I could not hear the beginning of that ques-
tion, Mr. Judd.

Dr. Jupp. When we were in Austria, we discovered that one of the
practices that was going on in the Russian-occupied zone, where prac-
tically all of the oil is produced, was for the Russians to force the sale
of that oil to Switzerland, for example, in exchange for hard currency
for the Russians, and then the Austrian Government had to buy
Austrian oil back from Switzerland with dollars which we loaned
them and, of course, at exaggerated prices.

Is there any way whereby that sort of use of our money can be
prevented ? .

Mr. Loverr. In two of the countries, in France and Italy, under
the bilateral agreements we would, of course, not be faced with the
type of problem in which an occupying power is in a position to
force them to do something. In the case which you give, I honestly
do not know whether we could stop it or not. We could do our best.
Austria is only getting $42,000,000 out of this total grant. We would
expect the full cooperation of the countries in preventing that type of
transaction.

Dr. Jupp. I grant you that it may not be possible to stop it and if
we cannot, stop 1t I think we still have to provide funds to enable
Austria to buy her own oil back in order that they may have an
adequate quantity of oil. But I think such practices as that ought to be
spread on the record so that the people of America and of Europe, and
the people of Austria may know exactly what 1s being done and by
whom. The Soviets blast us every day for things that we do not do.
I see no reason why we should hesitate in a perfectly matter-of-fact
and straightforward way to make it clear to the world the things that
they actually are doing. :

May I ask another question? On page 2, lIine 15, is the word “fibers”;
is anything contemplated there besides cotton?
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Mr. Loverr. Let me check a moment, sir; cotton linters, and binder
twine, possibly some wool.

Dr. Jupp. Those are the things contemplated ?

Mr. Loverr. Yes.

Dr. Jupp. Those should be mentioned in the hearings, of course,
and in the report, so that it is clear what it is that we are authorizing,

Mr. Loverr. In the case of Austria there is clothing.

Dr. Jupp. Processed clothing comes under fibers?

Mr. Loverr. No; some part of it would at some stage.

Dr. Jupp. Where it says “other fuel” in addition to coal, petroleum,
and petroleum products, what does that mean? What kind of fuel
are you buying in addition to those named ?

Mr.. Loverr. I think the technicians have been debating whether
lignite is coal or not.

- Dr. Jupp. That means lignite?

Mr. LoverT. Yes.

Dr. Jupp. Anything besides lignite?

Mr. Loverr. Not as far as I know.

Dr. Jupp. In line 15:

and such other commodities as are necessary.

I think it is probably all right that you should have a provision like
that which would allow the administration sufficient latitude for good
operation, but there ought to be in the record somewhere a statement
as to just what is contemplated to come under the item of “other com-
modities.” Weuld somebody care to enlighten us on that, or put such
a list in the record ?

Mr. Loverr. One of the problems that we have facing us always is
the subject of spare parts. And there are certain minor items, Dr.
Judd, such as pesticides and certain types in minor amounts of chem-
1cals and medical supplies. I think a fairly clear intent could be
stated along the lines you mentioned, but that broad language is in
there because of the multiplicity of small items which may come up.

We have learned a great deal from the enterprises which have prog-
ressed since you gentlemen started the relief act on its way. With
the best will in the world we find it difficult and generally impossible
to guess every known requirement in such a large proportion of the
world. It is just beyond human competence to do so. That is one
of the reasons we have emphasized so frequently in here the word
“flexibility” and some margin of tolerance for human error.

Dr. Jupp. I think it ought to be in there in order to allow a margin
of tolerance for human error. But I think it ought to be understood
that it is not intended to take in whole wide categories other than
those now contemplated and generally outlined. Something along
the line that you have just stated would satisfy me.

Mr. Loverr. That 1s a perfectly correct statement, Dr. Judd. I
think I ought to point out to you also that we perhaps are not as
precise as might theoretically have been possible because the state-
ment earlier of the purposes of the act was rather carefully drawn,
and——

Dr. Juop. You are referring to line 6, page 17

Mr. Loverr. Yes, sir; and more particularly lines 8, 9, and 10 on
page 1, plus the shortness of the time element. We felt that that con-
stituted some reasonable indication of purpose.
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Dr. Jupp. In line 18 of this section 3, paragraph (b), you have—
transport.and store, or provide funds for transportation of such commodities.

Mr. Loverr. Transportation and storage of such commodities.

Dr. Juop. Yes. When we had the original relief bill before us
there was considerable discussion of the possibility of taking some of
our surplus Liberty ships and allowing German or French or unem-
ployed Italian seamen to man those ships, to take care of some of the
burden and expense of the transportation. A great many of the Amer-
ican dollars are being used to provide transportation, and we were
told or given to understand that the Italians were willing to use their
unemployed seamen in order to provide the crews for these ships. Can
you give the committee any information on the success of that pro-
posal ; and if it has not worked out, why not ?

Mr. Loverr. I can give you an answer only in broad terms, Dr.
Judd. We will endeavor to supplement it, if you find the answer in-
adequate or unsatisfactory.

Generally speaking, the funds we provide do, in fact, include a
freight carriage. We have saved about $11,000,000 in this estimate
by planning to use Italian ships. There seems to be some controversy
as to the number of additional ships under the control of the Mari-
time Commission which might be available for these purposes. I am
not fully informed, but the sales made have been substantial in number
and I believe there is some reluctance to go further in numbers than
the Maritime Commission has already allocated.

Dr. Juop. I have heard rumors and I suppose you have—I do not
know how accurate they are—that the reason that it is not possible to
carry that plan out was opposition on the part of the maritime unions.
They opposed the shipment of these goods in American Liberty ships
temporarily manned by Italian seamen. Is there any truth to that
rumor ?

Mr. Loverr. I do not know. I am not informed. I had not in fact
heard it.

Dr. Jupp. But an effort has been made to get as much as possible
of the transportation taken care of through the use of other people’s
crews than our own; is that not true?

Mr. Loverr. That is right. The bulk of the coal will be carried
by Italian-crewed ships.

Dr. Jupp. On page 3, line 21, it says:
and to take insofar as possible the economic measures necessary to increase its
ability to achieve a self-sustaining economy. ]

I am asking for information. Does the word “economic” include
fiscal and financial measures? Because one of the measures that
they ought to take would be a reform of their tax system. For in-
stance, in France, as in China and in Greece, the condition with respect
to the collection of taxes is very unsatisfactory. When we say that we
expect them “to take insofar as possible economic measures necessary
to achieve a self-sustaining economy,” do we mean we also expect
them to take necessary fiscal or financial measures, or should these
words be added ?

Mr. Loverr. No, sir. 'We used the broad word “economic” because
in 4 months, while their economy is on such a low level, it is virtually
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imposible to do more than take the first grouping steps toward the
restoration of financial recovery and stability.

Dr. Jupp. But in the long-term program we will expect them to
take these other measures insofar as possible?

Mr. Loverr. Yes, sir. In fact, they engage to do so. That is in
paragraph 63, page 26, of the report.

Dr. Jupp. One more qeustion. In section 6, certain conditions are
laid down that have to be included in the agreement entered into be-
tween the United States and the recipient country.

Mr. Loverr. Where is that?

Dr. Jupp. Section 6, page 6, subparagraphs (a), (b), (¢), and (d)
are conditions which the legislation specifies must be included in the
agreement entered into between the recipient country and the United
States ?

Mr. Loverr. Yes, sir; I have identified it, Dr. Judd.

Dr. Juop. In the bill that we passed previously, after much dis-
cussion, we included all of those and some additional ones. I am
curious to know why some of those are omitted from this bill.

For example, in the other bill we required that the agreement should
specify that the supplies transferred or otherwise made available, and
so forth, would be distributed among the people of such country with-
out discrimination as to race, creed, or political belief. Was that
omitted because it was believed that there would be no question
in the case of France, Italy, and Austria—that they would be distrib-
uted without disecrimination as to race, creed, or political belief? Is
that the reason why it was omitted ?

Mr. Loverr. That was our understanding. Mr. Tyler Wood will
answer that in more detail, if you like, Dr. Judd, as he 1s more familiar
with that.

Dr. Jupp. If it is not clear, somebody will raise the question and
put in an amendment on the floor of the House.

Mr. Loverr. Yes.

Mr. Woop. Dr. Judd, I think the answer to that is that the three
countries that are included in this particular interim aid bill are
countries which have now reasonably good rationing systems, and it is
not anticipated that there would be any discrimination. The thought
was that it might be just as well to have this bill as brief as possible and
not include conditions that did not seem to be necessary. Obviously,
there would not be any objection if the Congress saw fit and wanted
to put that in, but there does not seem to us to be any necessity.

Dr. Juop. I believe it probably is not necessary, but we might some-
time later be giving relief to countries where it is necessary, and it is
far more palatable to have a standard formula in all cases, a sort
of master agreement, than to omit it in certain countries and put
it in in certain other countries and thereby more or less stigmatize the
latter as not likely to carry it out otherwise.

Mr. Woop. Yes.

Dr. Jupp. If we put it into others, why should we not put it in
here, and we will not stigmatize them or anyone else?

Mr. Woop. It seems to me the very act of omitting it in this case
might clearly indicate that there is no intention whatever to stigmatize.
That was the result of our thinking about it. We may be wrong,
and the Congress obviously will decide that.
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Dr. Jupp. It says:

Representatives of the Government of the United States will be permitted to
supervise the distribution by the people of such countries of the supplies made
available.

I will grant you the word “supervision” may be too strong, but
would there be objection to an amendment which would require that
the representatives of the United States be permitted to observe the
distribution ?

Mr. Loverr. None whatever, Mr. Judd. On the other hand, there
would not be any question about it. I feel perfectly confident about
that; without writing it into the legislation, you would have plenty
of opportunity to observe, and it is just a question of whether you want
to write in something that seems perfectly clear.

Dr. Jupp. Thank you very much.

Mr. Forron. Mr. Secretary, I was not here at the time the chil-
dren’s fund came up, when the discussion was brought up by Mr.
Bloom, of the children’s international emergency fund.

Just to get that straight, because I was one of the ones last night
who were a little perturbed because that fund might be used for
other purposes. As I understand it, that $15,000,000 has already been
contributed as provided by the act, and that the amount not yer
programed is $24,766,486.

Now, as I see it, under the act, it is necessary to have a $40,000,000
fund there right up until the date June 30, 1948, the end of the fiscal
year, because there is no time limit otherwise. Can we have assurance
that the remainder of that $24,766,486, shown as not yet being pro-
gramed, will be retained by the Department until the date June 30,
19487 Could I say, in that connection, the act itself makes a specific
proviso lifting out this particular fund from the limitation and re-
quirements of the remainder of the relief, so there is no limit on the
children’s fund contribution except the time limit of June 30, 1948.
When the fiscal year expires, any moneys not yet spent will go back
into the Treasury.

Will you hold that children’s fund without touching it for other
purposes until June 30, 19487

Mr. Dorr. We are attempting to get a ruling from the Comptroller
General as to whether the interpretation you stated there is correct, or
whether, in the light of the language in the conference report, the funds
can be used in an emergency situation for other purposes. Our lawyers
have felt there was some question about it. We want obviously to
follow the statute, whatever is the proper interpretation, and we are
therefore proposing to request an official ruling from the Comptroller
General on that point.

Mr. Fouron. Will you put in with your request for the ruling that
if we increase the total amount of this bill of $597,000,000 to $613,000,-
000, then you will have relieved the emergency situation because then
you will have that extra $16,000,000 for Austria.

Mr. Loverr. I think what you have said is quite appropriate; we
ought to make clear that if it is found that the law does not require
reserving the funds for the children’s fund we might use the $16.,-
000,000 for Austria and further funds might have to be requested for
the children’s fund. If that is not so and you are correct, in your
interpretation that the funds must be held without being used, then
we would need $16,000,000 more for Austria.
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Mr. Furron. Is the State Department’s position that they are
making a recommendation that they be allowed to use the remaining
unprogramed funds for outside purposes other than the children’s
fund; that is, when you approach the Comptroller?

Mr. Loverr. If you will give us the precise language which you
have in mind, we will undertake to lay that before him with the
question.

Mr. Furron. Are you taking a position on it, for or agaiust the
children’s fund ?

Mr. Loverr. We are not taking a position. We are asking the
question.

Mr. Furron. I wanted to make that clear.

Mr. Loverr. We are asking the question. We are in honest doubt
about it, Mr. Fulton.

Mr. Furron. Then, going further into the bill itself, why do you
make the proposed language so general, as Mr. Judd has brought out,
by using the words “other commodities” on line 6 on page 1? Did you
mean something like replacement parts or repair parts, or did you
mean machinery and things of that type? If you did, why don’t you
state the general category? I think you have made the bill too wide,
and there i1s no restriction on it whatever. For example, I could sell
electric-light globes and Christmas trees and send them over under
this definition.

Mr. Loverr. Well, sir, we felt that the limitations on page 1 in lines
8, 9, and 10, together with the short period of time, indicated both the
purposes and the short procurement period available ; but I think it 1s
fair to say the point you raise is a reasonable one. We are trying to
put in something in the nature of a catch-all to take care of the spare
parts, pesticides, medical supplies, and the unforeseeable items which
we simply could not fully anticipate. The purpose was not to run
wild.

Mr. Furron. I am afraid that whenever we are trying to carry the
burden of this bill before Congress, this committee will run into some
very great difficulties without some delineation of some of these words.

Mr. Vorys. I think that I can assure the Secretary that those
words will not be in this legislation when it becomes law, based on
former experience.

Mr. Forron. Thank you, I agree.

Then, going further, you are going to have to make an explanation
to us regarding another term on page 2, line 21. You say “incur and
defray expenses, including accessorial and administrative expenses.”
What do you mean by ‘“accessorial”?

Mr. Dorr. Accessorial expenses are expenses incident to the pro-
curement of supplies. They are a part of the charges of the procure-
ment agencies.

Mr. Fuuron. What various categories and kinds are they? 1T just
bring up the point that I do not believe, as Mr. Vorys has said, that
these general words will get through the Congress.

Mr. Dort. I think that the same language is in the Relief Act that
you passed last spring.

Mr. Furron. 1 could be shown definitely, but T do not believe it.

Mr. Loverr. T do not think that it is.

Mr. Furron. Passing that for the moment, whether it is or not
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Mr. Dorr. It involves the cost of insurance, inland transportation,
and so forth.

Mr. Fouron. Could you give us a little closer definition of it, so
that the committee can have it at a later time?

Mr. Dorr. Yes.

(The information requested is as follows:)

Current usage by Government procurement agencies of the phrase “accessorial
expenses” includes expenses incident to the acquiring or the procurement of prop-
erty. They are supplemental to the actual cost of the property itself. They
include such items as insurance, inland transportation, demurrage, and inland
handling eharges. Webster's New International Dictionary defines “accessorial”
as follows: “Of or pertaining to, or of the nature of, accession or an accessory ;
supplementary ; as, accessorial agency, guilt, or services.”

Mr. Furron. On page 5, lines 4 and 5. We are looking at the out-
side limits of this bill to see what the requirements and the limitations
should be, and if you will read that with me you will see that the bill
is not an authorization for the President, but anyone in the Govern-
ment even to a United States marshal, to handle this program.
Section 9 says:

The President may, from time to time, promulgate such rules and regulations
as he may find necessary and proper to carry out any of the provisions o1t‘ -the
act; and he may delegate to the Secretary of State or an other official or officials
of the Government any of the powers or authority conferred on him under
this act.

Mr. Loverr. I should think, in view of the advice that you gentle-
men give, that we could define the provision more sharply, as in the
Relief Act, giving the powers to the Secretary of State, and stopping
there.

Mr. Forron. Do you not think that language is a little broad to
pass in an authorizing statute, and could you not have your counsel
give us some form which would restrict it somewhat to certain indi-
viduals of a responsible nature at the policy-making level ?

Mr. Loverr. Yes; I know what was intended there, Mr. Fulton. I
am inclined to believe that you are right; that because we purchase
in part through other governmental agencies, we wanted the clear
right to delegate the purchase of certain items to the Bureau of
Federal Supplies, or to the Commodity Credit Corporation.

Mr. Fuuron. May I point out to you that under section 3 your
authorization for departments, agencies, or independent establish-
ments is clearly set out, but you do not need it down here with a
delegation of power by the President. '

Mr. Loverr. I think that is probably correct. :

Mr. Fuuron. Will you look on page 4, lines 6 through 9, section
(c). It says—
to give full and econtinuous publicity within such country as to the purpose,
source, and character and amounts of the commodities made available by the
United States under this act.

Now, when you read that you would think that it meant a lot. It
does not. “Full and continuous” is the expansive end of the clause,
but the thing that you tell about is rather limited; it is just the com-
modity itself. i | _

May I make an explanation and ask you if a program of this type
could not be included under this act.

George C. Marshall Foundation, Lexington, Virginia




78 EMERGENCY FOREIGN AID

When Dr. Pfeifer and I were in Italy this fall on our subcommittee,
we were over in Venice. At the time we were there, on an island in
Venice they had a 3-day Communist exhibit. It was more or less like
our fairs. They had placards up of what was happening. They had
demonstrations of people doing things. They had pieces of machinery,
and they had things that people could look at and handle. They had
a practical sample demonstration set up, and the local people went for
3 nights to it under sponsorship of a Communist Party called Unita.
It was a bit more than just publicity in the newspapers. I understand
they have taken it around to the various northern cities of Italy, giving
not only what the Communists intended to do, but actually what they
were doing with their youth, their workers, and their factories.

Now would it be possible when we are setting this program up to
do a selling job ourselves somewhat like the Freedom Train that has
been going about the United States? Perhaps we could take over some
of our materials and display them and let the people go through
and see them physically on a' sample basis.

Mr. Loverr. Well, Mr. Fulton, I think if an Italian party sponsored
that enterprise so that we would not be in the position of laying our-
selves open to the charge of interfering in the domestic affairs of the
country, we could probably work something out. I would like to
consider the question you asked with some of my associates, because I
think it has a certain appeal. Whether it is possible to do it or not
without bringing on a train of greater difficulties, I cannot say offhand.

Mr. Fovron. Well, may I make this suggestion. We are going to
enter into an agreement with Italy to do certain things, so a provision
of that agreement could very well be set up that such-and-such should
be done. We are paying the freight and the cost. We would be deal-
ing as independent contracting parties.

T\-Ia.y I go further and say that actually it is just a small element of
the information program we had last year, and it is parcelling it out
along with the aid. My suggestion is that maybe instead of trying for
an over-all program immediately at this special session, we could put
in here a provision that would get into these three countries a little
start on such a program along with the things that we are sending in.
I am sure that either you or the Secretary of State would not think that
our information proposed under the Mundt bill is in any way an inter-
ference with the foreign countries in their own domestic policies.

Mr. Loverr. No. I think that is an interesting suggestion, Mr.
Fulton. I would like to consider it with my associates in the Depart-
ment, if it is agreeable to you, and try to give you a more definite
answer. |

Mr. Furron. Finally, this could be done on a Government level
because the agreement 1s with the Government, and it does not have to
be on a party level because we are not dealing with any party.

Mr. Lovert. There is, as you know, an aspect of it that we would
have to give consideration to—whether or not we are furnishing any
ammunition to those who make charges of imperialism, and so forth.
I mention that not with the thought of giving you the impression that
I think the value of the idea advanced is doubtful, but merely to indi-
cate certain aspects of it that I think we would have to take a look at.
It has rather an appeal to me as an individual.

Mr. Fovron. May 1 finish with this comment: T hope the State
Department soon gets over its feeling of being sensitive to criticism
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on the grounds of being called imperialistic by someone. We make
our policies dependent on what we think is right, and if those policies
are right they will stand up on their own feet. This talk of listening
to propaganda and then making our policies to conform to propa-
ganda claims is not the way I want to do business.

I like Russia, I might say. I like the Russian people, but I do not
like police governments and I do not think that such claims of any
police government, or governments that we do not feel are the type
we want, should be given the weight to make us change our policies
when we believe the claims are not correct.

Mr. Loverr. I would not want to leave in your mind any idea that
the State Department was adopting policies based upon propaganda
charges. I think our record for some months has clearly shown that
we have accepted those charges as an ordinary risk of doing business.
What I was trying to point out was the influence of our actions may
have in their impact on the local government ; not on us, sir.

Mr. ForroN. You surely would not decide the work of this in-
formation program, or inserting a provision in this particular statute,
on the basis that we might lay ourselves open to a charge of imperial-
ism from other sources?

Mr. Loverr. I was not relating that to this country, but the local
government might be laid open to a charge that it was becoming the
tool of this country. I am considering the possible impact on the
local government itself.

Mr. Javits. I have just a few questions.

Mr. Secretary, is there any objection on the part of the Department
of State to the inclusion in this relief bill of subsections (a) and (h)
of section 3 of Public Law 84, the purport of both of those subsections
being to make available supplies regardless of race, creed, or political
belief, and to have a control system to see that everybody in the bene-
fited country gets his fair share? )

I might explain that I ask that question because I join with Dr.
Judd, and I think a good many of my other colleagues here, in the
firm conviction that we should have no such diserimination, and from
my own observations in Austria, for example, where there are bound to
be Jewish minorities and other minorities left in the country, and in
other countries like France and Italy where there are bound to be
political minorities, either left or right, we must have a clear pro-
nouncement on that score.

Mr. Loverr. That subject, Mr. Javits, was touched on momentarily
earlier. I do not see any objection to the inclusion of those provisions,
but it is our feeling that, in view of the countries involved in the
interim aid proposal, such provisions are not necessary.

Mr. Javirs. Thank you, sir.

Now, one other question.

There has been some question about the nature of this bill in its
essence, and therefore I think we ought to be very clear as to what
it means in its purpose, because it will restrict considerably the line
of our inquiry. _

Public Law 84, as we understand it, was a balance of payments relief
bill. You gave us very complete figures and the figures that you felt
were complete on the balance of payments, and we erected a structure
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of relief upon a balance of payments plus relief contributions from
others.

As I understand it, this particular bill does not carry either im-
plication. It is a stl.—_uo'ht relief bill. You are going to spend so
much money to take care of hunger for a specific period of time.
It is divorced from all balance of p.wment or any expectation that
anybody else is going to contribute; is that correct ?

Mr. Loverr. It is divorced from any expectation that anyone else
will contribute.

Mr. Javits. What about balance of payments?

Mr. Loverr. It is divorced from balance of payments in the sense
that it is based on the establishment of needs in order to maintain the
status quo, but the needs in part, of course, arise out of the shortage
of dollars. They are related, if I understand your question, to the
stream of requirements of these countries during this period of
months, and not merely designed to satisfy a financial problem. Does
that answer your question ?

Mr. Javirs. I think that T would like to make my question more
clear. The money is to be used directly to pay for necessities of a
specified character. The money is not intended to supplement a deficit
in foreign exchange of a countly so that country can benefit ?

Mr. Loverr. The money is intended to be spent in the direct pro-
curement of supplies in amounts and general categories indicated in
the bill.

Mr. Javrrs. Am I right in stating that it is the basic assumption
of this particular bill that these countries need this money regard-
less, and we will take up whatever slack there is in respect to ‘their
own balance-of-payments position when we come to consider their
needs under the European recovery program after March 31, 1948?

Mr. Loverr. I think T understand the difference, sir. This is really
a stopgap measure to give us time to hold these countries as going
concerns until such time as the recovery program deals with the
problem you mentioned. Thus it is not just a relief bill in the old
sense but a necessary prelude to a recovery program.

Mr. Javirs. In the recovery program, you deal with all questions—
what assets they have here, what they can get elsewhere, what they

can do about their foreign-trade position, and such other questions.

Mr. Loverr. That is correct.

Mr. Javrrs. So this particular bill can be divorced from all of that
debate. Do you agree with that?

Mr. Loverr. With one modification, sir, because we have tried to
isolate, pick up and liquidate the known assets in this country that
are subject to quick encashment.

Mr. Javirs. But you are confident that you will pick up every-
thing when you come to determining their position after Mavch 3
19: Lb, and you cannot go very far wrong, as you stand now, because
this 1s only stopgap; is that right ?

Mr. Loverr. That is right.

Mr. Javrrs. That is all,

Mr. Looce. Mr. Secretary, I understand that certain members of
the American mission in Greece thought when they first arrived in
Greece, if they could create satisfactory economic conditions in Greece,
the t‘ruernllas would come down out of the hills. They found then to
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their sorrow that that was not the case. That being the case, it is so to
a lesser extent, it seems to me, in France and Italy, where the fighting
has not yet broken out as it has in Greece, and, therefore, I would like
to ask you, sir, do you feel that it is possible to rehabilitate France and
Italy until the Communist menace has somehow been met by other
means ?

Mr. Loverr. If I understand your question, Mr, Lodge, my answer
is “Yes.” 1 think that France at the present time has retained the
characteristics of a free society. I think the recent elections indicate a
substantial swing from the extreme left, and I believe that the long-
term recovery program will induce a series of recovery measures which
will have the effect of stabilizing the political situation in the form of
a free state.

Mr. Lopce. I agree with that statement, Mr. Secretary. I am afraid
that I do not make my meaning entirely clear. The thought that I
intended to convey, sir, was this: That because our aid has been etftec-
tive up to a point; because it has contributed to a swing in France and
Italy, that is the very reason why, in my considered judgment, the
Russians are abandoning the idea of taking over these governments
by constitutional means and have decided that they will resort to force
from the interior. I happened to be in Paris when Mr. Duclos made
his recent attack on the United States, which I think was more vio-
lent than anything Goebbels ever said about the United States, and
it was in the opinion of most responsible people in France that be-
cause of the declaration they had abandoned the attempt to seize the
government by peaceful means and were going to resort to street riots
and civil war.

Do you believe that the French Government is in a position to resist
such an attempt ? :

Mr. Loverr. Well, Mr. Lodge, I must ask you to excuse me from
expressing an opinion as to what the French Government’s position
may be in the hypothetical case that you gave. I think that it would be
difficult for me to express an opinion.

Myr. Lobge. I quite understand your reluctance to express an opin-
ion, although, Mr. Secretary, you will permit me to say that the case 1
bring up is not hypothetical. It is a very real and actual thing. T am
sure that your information will bear that out, and I would be inter-
ested in having you tell us whether you feel that this aid, or the aid
under the so-called Marshall plan, will be of sufficient amount to enable
the French Government to protect its legal existence from extralegal
force?

Mr. Loverr. I cannot answer your question with any precision, of
course. I do believe that the provision of this aid, or rather the as-
sistance contemplated in the European recovery program will mani-
festly increase the ability of the French Government to maintain a
rate of industrial production and recovery which will, in the last
analysis, improve its position with respect to maintenance of law and
order.

Mr. Lopce. I think it will improve its position. I wonder whether
it is enough. That is the question that I raise.

Mr. Loverr. That is a very diflicult question for me to answer. In
making our estimates, we have endeavored to act in a capacity some-
what in the nature of a fiduciary of the Government. This has re-
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quired us to apply a realistic and rather stern rule in screening the
requests. We cannot carry the peoples of the world beyond a certain
pomnt. I do believe that the figures with respect to the second quarter
of 1948 and the 12 succeeding months ending July 1, 1949, are adequate,
when measured against the available materials in the world and con-
sidering some of the short items.

Mzr. Lobee. Mr. Secretary, I am afraid I did not make myself clear.
I did not have in mind enough in terms of aid in billions of dollars;
that did not occur to me. I was thinking that you might spend bil-
lions of dollars more and still not protect the legality of the French
Government against certain forces. There are, in my opinion, three
factors involved in this: First, the constitutional means; second, the
force inside; and third, war. I do not believe, in the interim, there
will be a war. I believe that Russia will abandon before that, and I
think she will resort to the second, and judging by the small per-
centage of Communists in that country, I interpret that to mean
whether there is enough simply to stop-them by economic aid. In
other words, when I said “enough” I did not mean enough economic
aid ; I mean aid, whatever form it should take, to the government to
protect them from such force.

Mr. Loverr. I do not think that I can answer that question as you
have phrased it, Mr. Lodge.

Mr. Looce. Would it be possible to review the surplus-property
agreements which we have made with these various countries with
the idea of having them give us a wider latitude in the disposition of
the proceeds from the sales of surplus property ?

Mr. Loverr. I think it would be possible to review them; I am not
sure that the end result would accomplish the purpose which I under-
stand to be implied by your question.

Mr. Lopce. For any purpose which we could use the proceeds of
the sales of surplus property, and which we are not allowed to use.
There will be, as I understand it, some $2,000,000,000 a year for some
15 years available; and there are many uses to which the surplus-
property proceeds could be put by the United Staleg because of
presently known demands with respect to the disposition of the
money—and which represents from 10, 15, or 20 percent return on the
dollar; and we cannot export it from those countries. And we would
have funds that could be used within those countries.

Mr. Loverr. We could certainly negotiate for the local currency
use. As I say, I cannot give you the end result of such negotiations,
but we could certainly negotiate in an effort to make the use more
effective.

Mr. Lonce. It would seem to me that would be a very desirable thing
to do if that money could be used for the purchase of food items for
the United States Army in Germany ; if 1t could be used for numerous
administrative expenses in connection with native personnel employed
by the State Department who would not have to be paid in dollars;
and for all kinds of administrative expenses; so it seems to me that
there are many things for which it could be used.

Mr. Loverr. Of course, it can be used for some of those purposes now.

Mr. Lobge. I understood it was being used only for the purchase
of buildings and for the construction of buildings

Mr. Loverr. Just a minute, and I will try to get the correct answer
to your question. It was my impression that there were certain other
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kinds of expenses which are permitted in these agreements, but I will
check on that with your permission.

Mr. Lobge. Certainly.

Mr. Loverr. Yes; my impression was correct. The Fulbright bill
oives us the right to use it on scholarships and certain other types
of items set out in the bill.

Mr. Looge. That is only for scholarships, I believe.

Mr. Loverr. And certain educational purposes.

Mr. LopGge. And that would apply for that purpose. But it would
not allow the use of the money for the purchase of 50,000 tons of
potatoes from Poland for the United States Army in Berlin.

Mr. Loverr. It would not; that is correct.

Mr. Lopce. When I was in Berlin it occurred to me, and I spoke
to General Clay about why we could not take the proceeds from the sale
of surplus property instead of sending over American dollars.

Mr. Loverr. We would have to negotiate for that.

Mr. Lopce. I think that would be a good thing to look into.

Myr. Loverr. I think it might be a good thing, but I would like to
consider the question longer than the few moments at my disposal
now would permit.

Mr. Lonce. It would seem to me, although I have not given as much
thought to such matters as some of those in the State Department,
but it would seem to me that there are a number of things for which
the money could be used, and which would relieve the American tax-
payers of considerable cost, and would turn many items of doubtful
value Into an economic use, and I would recommend that you give
the question some thought.

Mr. Loverr. We will be glad to do it, Mr. Lodge.

Mr, Longe. I would like to ask you another question, which T asked
the Secretary, that is whether you feel that the negotiation of the
Austrian treaty, with the consequent withdrawal of the four armies
of occupation will have a beneficial effect on Austrian economy, and
therefore will reduce the problem of relief and rehabilitation in that
country ?

Mr. Loverr. I can only answer that question by giving you the
substance of the views of the Austrian Government. It feels that
there is a very severe burden placed upon it by the contributions re-
quired for the maintenance of certain armies, and that serious ob-
structions are placed in the way of the government which impede its
efforts to master its own problems.

Mr. Lonee. It was the considered opinion of most of the responsible
people with whom I talked that Austria would not be in position
to govern herself. Do you feel in spite of that that Austria can be
governed by herself, despite what the Russians have done there?

Mr. Loverr. I can only answer again, Mr. Lodge, by reporting the
opinion of the Austrian Government to the effect that it could manage
successfully. The answer is that there are no facts at this time which
would give us any sound basis on which to doubt the correctness of
the Austrian Government’s judgment.

Mr. Lopae. In other words, you do not have any misgivings about
the future safety of Austria if the troops are withdrawn from that
country ?

Mr. Loverr. T have endeavored to point out that I was not ex-
pressing my opinion, Mr. Lodge.
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Mr. Looce. May I just state, Mr. Secretary, while I am grateful
to you for supplying the opinion of the Austrian Government that
I already had that opinion from conversations I have had with repre-
sentatives over there, but I was really more interested in your giving
me your own opinion. However, if you do not feel at liberty to
answer the question I can understand that.

Mr. Loverr. I believe, Mr. Lodge that comes in the category of
questions which would not be proper for me to answer.

Mr. Lopee. Very well.

Mr. Loverr. And I would appreciate it if you would excuse me.

Mr. Lopee. Oh, absolutely. I am simply asking the questions, and
I can understand perfectly well that you may not feel you should
answer certain questions.

I would like to say just this, Mr. Secretary, with respect to the
subject matter which was brought up by Mr. Fulton, about giving
ammunition to the Communists. I think we can understand how that
would be qualified as to a legal government, but I am sure that you
must at least have the answer in your mind with reference to that
matter. How do you feel about it ?

Mr. Loverr. T am inclined to agree with you. Our experience to
date has shown that the manufacture of these charges is one of the
most productive items in Europe, and I think production in this case
is higher than it was in the prewar period.

In the instant case I was endeavoring to illustrate merely the fact
that there are certain types of problems on which we should not
unilaterally make decisions without considering the governments
whose citizens, and in fact whose life may be jeopardized by the
action we take. :

Mr. LopGe. I quite agree with you. Just this last question. On page
4 of the bill, paragraph (¢) which has reference to publicity, and in
section 8, with respect to labeling: Do you feel that those two pro-
visions have been })roperl}r implemented under Public Law 84

Mr. Loverr. I think, like all general statements, Mr. Lodge, T will
have to qualify that somewhat. 1 do not think such a bad job has
been done. In certain of the countries extraordinary steps have been
taken to given evidence of their good faith under the Relief Assist-
ance Act.

In Austria I think the ration cards carry the information that part
of the food issued is supplied by our relief program. Announcement
of the arrival of ships is carried on the radio in the various countries,
and the information is printed widely in the newspapers. They have
also carried labels like this [indicating] on our supplies in Italy.

I think that possibly action somewhat along the line suggested by
Mr. Fulton, might bring some improvement. There is always room
for improvement, but by and large, under the Relief Assistance Act,
I think there has been a pretty good performance in this respect.

Mr. Lopee. I do not mean to suggest that I am eriticizing the way
the act has been implemented, and I do not know what you would
think of this particular approach to the problem, but I would like to
have you inform us, Mr. Secretary, of what you think of this: I know
there is a feeling on the part of a good many in Government them-
selves that they would welcome more help from us. A good many of
our people feel that there has been a deal made between the American
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and Italian Governments, and they do not think of it as just being a
gift from America. Some of them think that it would do more good
if the American Government would send over more workers to help
carry out the program because it has been rather impersonal, in order
to bring it down to the personal equation. Whether that is the remedy
or not I am not saying; I am simply laying the suggestion before
you for your consideration of some sort of a remedy for that because
at the present time it seems to me that portion of the program is
inadequate.

Mr. Loverr. We will, of course, consider it, Mr. Lodge in accord-
ance with your request.

As I point out, under this particular Interim Aid Act the vast
majority of the supplies we contemplate shipping, if the program is
approved by the Congress, will be shipped in bulk. Wheat, for exam-
ple, will have to be distributed to millers. You could not make use of
the device you mention, I think, in that case.

Neither could you do it with coal, nor could you do it with oil. On
the other hand, there may very well be items of a character ‘which
would respond readily to that kind of treatment and to a more exten-
sive use of such a device as you mention. We will, of course, look
into it.

Mr. Lobee. As to wheat, I can see that it is entirely desirable that
it be distributed as wheat rather than as flour, but it would seem to
me, Mr. Secretary, that a way could be found, perhaps by making use
of private agencies whose activities could be coordinated with the
Government in some way in order to personalize a little more the
program even though it may call for our sending over more personnel,
and as indicated some of the high Italian officials said to me that they
would welcome our spending a great deal of this money on proper
publicity as to where it came from and what it was for; and I am sure
they need our moral aid as much, if not more, than our economic aid.

Chairman Earon. Mr. Maloney.

Mr. Mavoney. Mr. Secretary, I would like to refer you to page 15,
the last paragraph in the little bluebook. In this paragraph you will
find that Austria is receiving $40,000,000.

It is rather difficult to see just what she is using this money for.
Will you give us any thought as to that? _

Mr. Loverr. Yes; the $40,000,000 represents the Austrians’ portion
of the so-called gold pot, which is divided up by the Tripartite Com-
mission, located in Brussels., and arises out of the recapture of gold
from the Germans, which they had in turn seized and which we took
at the termination of the war.

This Commission received the claims of the various claimant nations
and, in the effort to accelerate the disposition allpwml certain per-
centages to be restored to the claimants once the title had been par-
tially established. If a country was entitled to $100 of it, and there was
some complication in its claim—we will say that $20 of it was
involved, the commission might distribute $60 and hold $20 over and
above and beyond its claim, but that permitted a portion of it to go
forward.

Now in the case of Austria: That prospective resource is not counted
among those available for meeting Austria’s requirements, indicated
in this statement, because of the necessity of constituting a gold reserve
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against Austria’s note circulation. In other words, it is not included
as a spendable fund.

That prospect has been known in Austria by the commercial and
banking communities ever since this Tripartite Commission was set up.
There 1s widespread knowledge of the existence of this fund, and that
it might be paid over to Austria. |

What has recently happened is that Austria has received the gold
which it has for sometime been counting on. Without it they would
have only four or five million dollars behind their entire currency
system.

Mr. MavoNey. Thank you.

Chairman EaTonN. Mr. Secretary, I want to thank you for this very
long and trying experience to which you have been subjected, but we
~ have needed the information and we thank you for being here, and if
we need you further we will have to call upon you.

Mr. Loverr. Thank you very much. I am indebted to a number of
the members whose suggestions have been very helpful.

Chairman EaToN. The committee will meet tomorrow morning at
10 o’clock at which time we will hear Mr. Harriman, Secretary of
Commerce, and in the afternoon, Mr. Herter.

(At 5:20 p. m., the hearing was adjourned to meet at 10 a. m. of
the following day, Thursday, November 13, 1947.)
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THURSDAY, NOVEMBER 13, 1947

House or REPRESENTATIVES,
CoMMITTEE ON FOREIGN AFFAIRS,
Washington, D. C.

The committee met in the caucus room, Old House Office Building,
at 10 a. m., the Honorable Charles A. Eaton (chairman) presiding.

Chairman Earon. The committee will be in order. We have with
us this morning our very distinguished Secretary of Commerce, Mr.
Harriman.

Mr. Harriman, how do you wish to proceed ?

STATEMENT OF WILLIAM AVERELL HARRIMAN, SECRETARY OF
COMMERCE, ACCOMPANIED BY WILLIAM C. FOSTER, UNDER SEC-
RETARY; DAVID BRUCE, ASSISTANT SECRETARY, DEPARTMENT
OF COMMERCE; AND RICHARD M. BISSELL, JR., EXECUTIVE
SECRETARY, PRESIDENT'S COMMITTEE ON FOREIGN AID

Secretary Harriman. Mr. Chairman, you suggested that I might
give a statement of the effect of the impact on our domestic economy
of the interim aid program. I have a brief statement prepared which
I would be glad to read.

Chairman Eatron. And then you will be open for questions?

Secretary Harriman. Yes.

After that, I thought that with your permission I would present
formally to you a report by the President’s Committee on Foreign
Aid, of which I was the chairman.

I appreciate the opportunity to appear before this committee today
to state my views on one of the most important questions now faced
by our country—the problem of whether and to what extent we shall
assist in the economic recovery of western Europe. Secretary Marshall
and Under Secretary Lovett have already dealt with the broader as-
pects of the subject: Why the European countries need our help, and
why it is in the national interest for us to assist them. Although the
interim aid program now under consideration of this committee cannot
be divorced from the larger problems of a comprehensive recovery
plan, it is appropriate to examine the economic impact of interim aid
itself, first in terms of its prospective effect on our domestic economy
as a whole, and then in terms of our ability to furnish the particular
commodities and services which we would be called upon to provide.

The program of interim aid which is before this committee involves
an authorization of an appropriation of $597,000,000 for interim aid
to Austria, France, and Italy. Of this $301,000,000 is estimated to be
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spent for food, $184.000,000 for coal, $35,000,000 for petroleum, $38-
000,000 for cotton, $35,000.000 for fertilizer, pesticide, and seed, and
$4.000,000 for mediecal supplies.

The question of whether we can safely and wisely furnish these goods
and what the impact of furnishing them would be upon our domestic
economy can first be examined in light of its effect upon our net export
balance. Stated simply, this balance is the over-all measure in dollars
of the net drain of our goods and services into foreign trade. If the
proposed interim aid program is made effective, it is estimated that
the net export surplus in the fourth quarter would be at about the level
of the third quarter, and that it would probably be somewhat less in
the first quarter of 1948. In other words, it would check the downward
trend that has been in evidence since last spring.

During the second quarter of 1947, our exports of goods and serv-
ices exceeded imports by.an annual rate of $13,000,000,000. This
figure dropped to a rate below $11,000,000,000 in the third quarter,
largely as a result of reduced spending by foreign countries out of
their own gold and dollar resources. The additional Government ex-
penditures of $597,000,000 proposed in the interim aid program, to-
gether with the anticipated request for a deficiency appropriation of
approximately $500,000,000 by the Army for the remainder of the
fiscal year, will serve to keep total Government aid at about a half
billion per quarter less than in the third quarter of 1947. Although
the decline may be offset in part by an increased utilization of gold
and dollar balances, the net export balance would probably remain
well below the peak reached in the second quarter of this year. In
short, foreign trade seems unlikely to present larger pressures on
our economy.

As the above figures on the interim aid program indicate, the re-
quests are largely confined to the food and fuel needed to carry these
countries through the first quarter of 1948. Food is by all means the
most important requirement in the program and makes up slightly
over half of the total. T do not wish to take the time of the commit-
tee by dwelling at length on the urgency of these requirements. Let
me merely say that my own experience fully confirms the picture
that has already been put before you. The need is greater than the
maximum supplies that can be made available. Rations that were
already too low last year have been cut severely by unfortunate cir-
cumstances of weather beyond human control.

The critical food shortage faced by these countries this winter must
be met primarily by increased supplies of grain, particularly wheat.
The importance of other foods—some of which are available in limited
quantities—is not to be overlooked. In fact, our agricultural experts
estimate that shipments of these foods can be inereased by more than
a half million tons over the volume shipped last year. Yet grain is
by and large the only suitable food that ecan be made available in large
enough quantities to make a major contribution to the needs of these
countries,

The grain proposed for shipment under the interim aid program is
included in the over-all goals for export shipment that have already
been set. A month ago our studies indicated that in the absence of
special measures to increase availability, our grain shipments would
fall approximately a hundred million bushels below the total we
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shipped last fiscal year. It was in view of this situation that the Presi-
dent undertook the campaign for Nation-wide conservation and cre-
ated the Citizens Food Committee. It is only through the success of
conservation that it will be possible to carry out the export program
and also to avoid inereased pressure on prices here at home.

Some measure of success has already been achieved by this program.
Agreements reached with processors and farm groups have indicated
th‘lt the necessary savings can be achieved. Pl‘@]!lnlll‘ll y reports from
farm and feed lots indicate that much less wheat is going into animal
feed than had earlier been anticipated. Progress in plocnrement also
seems to indicate that the supplies forthcoming will be sufficient for
an export program corresponding in total amount to the shipments
provided in the present request for interim aid.

There is, of course, uncertainty about the total volume of grain we
shall be able to make available during the current crop year. Several
months must pass before data on the disappearance of grain into
consuming channels and on the prospects for next vear’s w inter wheat
crop will be sufficiently accurate so that we may estimate with conﬁ—
dence the total supplies we can afford to export.

In the meantime we are protected against any undue drain, because
we have in operation an allocation mechanism that determines the
actual quotas against which export licenses to each country are issued.
Each month the data on needs and availabilities are analyzed, country
by country; and monthly allocations are made in the light of all the
facts concerning our own situation as well as that of recipient coun-
tries. Only as the uncertainties conc erning the future of our supplies
are resolved can the total export program be definitely determined.
The funds requested for the interim aid program, therefore, are not
intended to increase food shipments above the goal already set, but
rather make possible the purchase by these countries of their share of
the supply made available.

The interim aid program, in other words, has no new impact upon
our domestic grain markets. To say that it has no new llll])’llf 1S,
of course, in no way to deny that (\pmt purchases have already had
a substantial impact on our domestic prices. Our record wheat erop
could hardly command a price of $3 per bushel in the absence of
heavy foreign demand. But the price of $3 a bushel has been reached
by the m: wket in the light of full knowledge and open publie discus-
sion of our export goal.

To meet the target set for this vear requires real conservation on
the part of the American people. We are called upon to forego some
measure of consumption of certain types of food ln help relieve the
hunger which will result from this year’s tragic crop failures in
Europe.

Imports of fuel are necessary to the maintenance of economic
activity as well as minimum standards of health in the recipient
nations, Nearly 37 percent of the funds requested are earmarked for
the purchase of coal. The part to be obtained from the United States
15 at approximately the ]9\'9] of allocations to the three nations for
the months of November and December, and represents a continuation
of the existing program for facilitating the shipment and equitable
distribution of coal to Europe.
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The aggregate monthly requirement of the three countries from the
United States of 2,065,000 tons is substantially less than our exports
of coal to these destinations in past months, and equals about 3.5
percent of our current production. Current coal exports to all overseas
destinations are at the rate of 3.5 million tons monthly, of which 3 mil-
lion tons are to Europe. Both of the figures reflect a reduction in our
exports from those permitted in recent months. Total exports of
coal during 1947 are estimated at 66.8 million tons, including 23.7
million to Canada.

Stocks of bituminous coal in the United States as of October 1
were 53.8 million net tons, an increase of 4 percent over the previous
month. Meanwhile coal production, which has been hampered by
shortage of coal cars, has risen to a higher level than had been pre-
viously anticipated. Output of bituminous coal during the 4-week
period ended November 1 averaged 12.7 million tons weekly, compared
with a weekly average of 11.9 million tons during the 12 weeks preced-
ing. There is a tight supply situation in high-quality and special-
purpose coals, and temporary spot shortages of other coals may develop
due to a shortage of coal cars. The domestic situation is being care-
fully watched in connection with the establishment of export quotas,

A total of $35,000,000 is requested for the purchase of petroleum
and petroleum products by the recipient nations, a large proportion
of which will be procured from sources outside the United States. At
the present time the United States supplies only about 20 percent
of the European petroleum requirement, the balance coming from
domestic production and from the Middle East and the Caribbean.

The United States import and export of petroleum is approxi-
mately in balance, and shipments to Europe are a normal phase of the
highly integrated and complex system of international supply. To a
large extent they consist of specialized products, such as lubricating
oils, not elsewhere available. Since the world demand for oil exceeds
the supply, it is reasonable to assume that any drastic reductions in
the flow of oil from the United States would be accompanied by a
decrease in receipts from abroad, a necessary adjustment on the part
of the international oil companies in order to accomplish equitable
distribution of the limited world supply.

However, the Department of Commerce has taken steps to prevent
the excessive export of much-needed petroleum products. Export
quotas have been established for the fourth quarter of this year which
are 40 percent below actual shipments in the previous quarter.

The program for interim aid includes nitrogen fertilizer in the
amount of $14,000,000. Such requirements represents less than 5
percent of the United States supply, but coming in the months when
domestic demand is at a peak, such shipments would create a special
problem. However, requirements can be met in part by shipments
from other producing countries. Here I would like to emphasize the
desirability of obtaining the maximum flexibility in arranging for
procurement outside the United States so as to lessen the strain on
the United States economy in areas of short supply. :

The justification for prompt dispatch of these requirements lies
not only in the acute need for larger food production in the recipient
countries, but also in the pressure on our own food supplies. Stop-
page of fertilizer supplies during the war years resulted in serious
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depletion of the fertility of the soils of Europe. Each ton of fertilizer
available to these countries during the spring months is estimated to
make a twelvefold return in farm output. To the extent that interim
requirements can be met, we could expect a decreased demand for food
next season.

The 38,000,000 requirement for cotton can be met. This commodity
is not under export control. I am not aware that any supply problem
would be created by the requirement for $4,000,000 of medical supplies.

Although, as I have indicated, there are supply problems in some
of the items, based on past exper ience and, on the analyses which have
been made, I feel confident that the requirements can be substantially
met. In my judgment, the alternatives to meeting them are such
as vastly to outweigh the supply difficulties which tlmv may present.

Action on the interim-aid program which has been presented will
preserve for the Congress the opportunity for mature deliberation on
the permanent program for European recovery. I earnestly recom-
mend the interim-aid program to the consideration of this committee
and the Congress.

Up to this point I have been talking about the short-run emergency
problem of staving off an economic colla pse in western Europe during
the next few months.

The more fundamental problem of European reconstruction was
considered by a nonpartisan Committee of distinguished citizens
appointed by the President last June 22 to advise him on the limits
within which the United States might safely and wisely plan to ex-
tend economic assistance to foreign countries. I was chairman of this
Committee and participated in its discussions. The Committee had
the benefit of materials prepared by both Government and private
sources. The function of the Committee was to exercise a completely
mdependent judgment after taking into consideration all relevant
material and all points of view, and its conclusions were reached on
that basis. It has recently unnplete(l its work and I have sent a copy
of the report to the members of this committee and I would like now
to offer it for the consideration of the committee.

Chairman EaroN. Mr. Secretary, we thank you for your very com-
forting discussion. You do not expect us to read this report in this
session ?

Secretary HarrimaN. I commend certain parts of it to you, sir, for
your perusal. It would be rather a task to read it all through, but
when you consider certain aspects of this 1;1(:!)10111 I think that you
will find even in the long document material worth glancing at.

Chairman Eaton. Mr., Secret ary, I think we will start in this
morning by .uluptmﬂ‘ the 5-minute rule for the first round. Each
of us will have 5 minutes s, and then after we have gone around once
then we will take down all barriers and each 11101111)01 may consume
all the time he wishes.

I have only one matter that I will ask enlightenment on. I have
received a great many letters from 111(0]]1001113 and otherwise people
all over the country who claim that there are hundreds of millions
of dozens of eggs stored up by our Government in this country; that
there are immense quantities of poultry in frozen form stored up,
and other items of nourishment in great quantities now simply lying
idle.
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Can you throw any light on tlmt situation?

Secretary Harriman, Mr. Chairman, I would plefm to have that
question answered by Secretary Anderson. He can give you much
more detailed information. But with regard to dealing in eggs, 1
understand that has been the normal pmcvrhue of the Depaltment
of Agriculture, that is, to purchase eggs at the season when the pro-
duction 1is in surplus and when the price is low and carry them
through the period of time, during the period when production is
low and during the winter ‘months, and T understand that that is
what is going to be done and that they will find their way into the
market at the customary time. There is no unusual procedure about
that situation that has been developed this year.

Chairman EartoN. Do I understand that the administration is in
the egg and butter business?

Secretary HarrimaN. I am not fully familiar with the processes
of the support program, but this does have the effect of equalizing
consumption throughout the year, and from what T know 1 would
have thought that it was an extr emely useful activity.

Chairman Eartox. The time of the chairman has expired. Mr.
Bloom.

Mr. BrooMm. No questions.

Chairman Earox. Mr. Bloom’s time has expired.

Mr. Jonkman.

Mr. JoNngmaN. Mr. Secretary, with regard to this $597,000,000 pro-
posed for the interim aid for the countries of Austria, France, and
Italy, for what length of time is it expected to cover and beginning
when and ending w hen?

Secretary Harrimax. The period ends March 31. It begins, I un-
derstand, differently for each country. Italy requires help almost
immediately. And France next and Austria not until the first of the
year as I understand it.

Mr. Jonkman. I am not sure that T am inquiring from the right
source. This is not within your jurisdiction.

Secretary Harriaran. No.

Mr. Jonkyan. Let me ask you this: Do you know when this interim
ald is to begin in Italy?

Secretary Harriman. I cannot answer that; I am sorry, but I do
not have the information as to the dates, but I think it is as soon as
possible.

Mr. JongmaN. The reason I am asking—and again I realize this
is probably out of your jurisdiction and I think the question should
have been asked bt*fme but it was not crystallized at that time, at
least in my mind.

Secretary Harrivan. I can get the information for you if you wish
me to do so. -

Mr. Jonkaan. I think the committee will want it before we get
through.

In the $350,000,000 aid bill it seems that $121,000,000 was earmarked
for Italy. Now, according to the figures that have been furnished us
here yesterday, of that dIlI(lLlllt. .s]npmenls have been made to the
extent of $50,852,000; that is considerably less than half of the amount,
i a period of 5 1]1()11“1H The aid l)l“ became law on March 31, 1
think, 1947. In other words, in 5 months, they have shipped only
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£50,852,000 which, together with the-shipping costs, comes to $57,000,-
000. Now, they lmve some $64,000,000 of funds, which is half of
what 1s e.\pet,ted—lt is more than half, in two- fifths time.

Secretary Harriman. This matter is not under my direct responsi-
bility, Mr. Jonkman, but I understand all of it is committed for, and
of course, you have to have the pipe-line procurements, and my under-
standing is that the balance of those funds will run out very shortly
and there will be no more funds available.

Mr. JongyaN. That is merely a conclusion, Mr. Secretary, which
does not seem to be justified by the facts.

Secretary Harridman. I am not sure there is a representative of the
State Department here who can give us that information, but I will
be glad to get it for you, of course.

There were other facts that are involved in the situation—I do not
know whether Mr. Lovett discussed this yesterday or not, but I assume
that he did—crop failures, higher prices than were estimated, and then
Italy had expected to be able to convert into dollars the hundred mil-
lion dollars’ worth of pound sterling she had. This she was prevented
from doing by the British Gover nment’s decree. I will have to get the
information for you, but my understanding 1s that the detail is avail-
able and can be given to you by the men in the State Department who
have fully ¢ 111‘11\'20(1 the uses to which the post-UNRRA relief will be
used. I will see that you are supplied that information.

Mr. Jonkman. Very well. I would also like to have some explana-
tion of the fact that while | $332,000,000 was authorized and appro-
priated up to October 31, which is 5 months, out of the remaining 7
months of 1947 they have shipped some $128 OOU,UO_, which is a little
better than one-third.

Secretary Harriran. Up to what date?

Mr. Jongman. October 31—from May 31 to October 31, or a period
of 5 months, they have only used one-third of it.

Secretary Hagrrivan. I think the answer is what T have oiven, but
1 will get the details of it, that it is all committed for in the pipe lines.
The stuff has to be l)(nwht and assembled and shipped to the ports.

Ml' JoNkdAN. In other words, what I am getting at, Mr. Secretary,

: If they do not ship with any greater 1“11)1(]11\' in the months ahead
tll an they have in the past 5 months, they will have left funds out of
the \:3:3.3,0()() 000 dppmptmted last May at the very time that they
are going to sp(‘n(l the $597,000,000.

Secretar y Hagrrmvman. I am satisfied that I can supply youn the
figures that will show you why the funds are needed and why exactly
when each country runs out of dollars it must continue to buy. Of
course, you have got to recognize that they are being used in addition
to the post- UNRRA relief, their own funds in nml\mtr these procure-
ments, as a part of the total purchases of these mmmudltws, and
therefore they are in excess of what has been shipped under the post-
UNRRA lelrvf program.

Chairman Earox. The time of the gentleman has expired. Mr. Kee.

Mr. Kee. I have no questions.

Chairman Earox. Mrs. Bolton.
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Mrs. Borron. Am I right in my understanding that your assump-
tion in this whole matter has been to ascertain whether we can, as
a country, use our resources efliciently to give interim aid, immediate
interim aid to these countries abroad ? .

Secretary Harrimran. That has been the presentation that I have
attempted to make. The Committee of which I was chairman dealt
with the broad reconstruction program and its aspects.

Mrs. Borron. That is, the long-range, industrial matters?

Secretary Harriman. Yes.

Mrs. Bouron. I find it intensely interesting and worth while. I
think we have never had presented to us from the Executive anything
which has been so carefully developed from so many viewpoints, and
for myself I am deeply grateful for the work your Committee has done
in giving assurance that we are not going beyond our own capacity.

I have assumed that it would do the people in this country good
to have to pull in their belts a little bit and to make a few so-called
sacrifices for the rest of the world. Those of us who have been over
there have seen the situation and perhaps have a little more vivid sense
of it than those who have been unable to go. But I would like to have
it stated simply in the record that it is your feeling—if it is—that the
plan as outlined is not beyond the capacity of the United States with
adequate supplies for our own needs.

Secretary Harriman. I am in full agreement with the Committee’s
conclusions, that it is within the capabilities to do what the report
makes plain exactly as you have said, that it cannot be done without
a certain degree of inconvenience and a certain degree of sacrifice,
although I always dislike to use the word “sacrifice,” because this is
a relative term.

Mrs. Bouron. Yes.

Secretary HarriMAN. In comparison to what people are suffering
over there. But it cannot be done without cost to the people of the
United States at all, I think.

Mrs. Borton. I assume that you agree with me that the people of
this country once they understand the situation will rise to the occa-
sion.

Secretary Harriman. I am satisfied that those who have had the
opportunity to get the facts all have the same view, from my experi-
ence; and the other conclusion, of course, of the Committee was that
we had a very deep interest, a vital interest in the recovery of Europe
which more than justifies the cost, the inconvenience, and the sacri-
fice which the people in this country will be called upon to make.

Mrs. Bouron. Your suggestion there is that our own security is
definitely involved ; am I right?

Secretary Harriman. The Committee states three things: The hu-
manitarian interests, the economic interests, and the stability and wel-
fare of those countries, which in the long run, of course, are political
interests and security interests.

Mrs. Borron. Thank you, Mr. Secretary.

Chairman Earon. Mr. Pfeifer.

Mr. Prerrer. No questions.

Chairman Earo~x. Mr. Merrow.

Mr. Merrow. No questions.

Chairman Earon. Mr. Jarman.
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Mpr. Jarman. I have just one or two questions, Mr. Secretary.

You indicate that one of the reasons for the fact that most of the
post-UNRRA funds have not been committed or expended was the fact
that these countries use their own funds for similar purposes. Now,
those funds, which they have been using are practically exhausted now,
are they not?

Secretary HarrimaN. They are practically entirely exhausted in
the case of Italy and the reserves in France have gone down below what
we consider the safe point of reserves.

Mr. Jarman. And therefore our funds will naturally be more
necessary and they will require a greater amount in the immediate
future than has been necessary in the past. |

Secretary HArRriMAN. Yes. May I refer to the paper which was pre-
sented to you by the State Department, or Mr. Lovett.

The table does not, it appears, substantiate the figures given in the
previous question. The United States foreign relief program indi-
cates that there was $124,000,000 authorized ; and $90,000,000 used, and
$34,000,000 balance as of October 31—that is, for Italy. I will get
similar figures for France. So that according to this, three-fourths of
it has been disbursed or committed. No doubt the figures that you
ogave were the actual shipments,

Mr. Jarman. Shipments; yes.

Secretary Harriman. But it is disbursed or committed.

Mr. Broos. Will the gentleman yield to me for a question?

Mr. Jarman. Yes, indeed.

Mr. Broom. Isit not a fact that it was stated here that of the $332,-
000,000 of the appropriation for relief, that they overallocated the
amount, I think, of some $12,000,000; that was overallocated because
they found they could use $25,000,000 that was earmarked for the
children’s fund ; they have gone over the amount that the appropriation
permitted them to use.

Secretary HarrimaN. I have no first-hand information on that, of
course, :

Mr. Broom. There is no question about that.

Secretary Harriman. But I do not have the figures before me, and I
do not like to speak from memory. :

Mr. JarmaN. That 1s what 1 understood, although I think the
amount was $16,000,000.

Mr. Brooym. I am not sure whether it was $12,000,000 or $16,000,000,
but the fact is that they have overallocated ; they may not have shipped
it, but they have bought the goods and spent the money.

Secretary Harriman. France was not included in the post-UNRRA
program, and there are no figures on France.

Mr. Jarman. That is all.

Mr. Jongman. Of course, Mr. Secretary, they can allocate $10,000,-
000,000 and still it is not going to help until they get the goods over
there.

Secretary Harrrran. That is correct, but this was disbursed or com-
mitted in terms of purchases, I understand.

Mr. Jongkman. I know. That is the reason why I was trying to
find out when the $597,000,000 would begin to function, or whether
there is going to be overlapping. In other words, are you going to
have the $332,000,000 committed before you begin your work with
the $597,000,000 ; otherwise you will have overlapping.
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Secretary Harriman. That is correct. T believe that is an important
point, and I am sure the answer must be in this paper that has been
presented to you, but I will not take the time of the committee to check
back, but I think that is quite an appropriate question, of course.

Mr. Joxgman. Thank you.

Chairman Earox. Dr. Judd.

Dr. Jupp. Mr. Secretary, when you said that the grain exports con-
templated under this program will very probably not be as great as the
peak reached

Secretary Harriman (interposing). That is not all grain; that is
the total net balance between our exports and imports,

Dr. Jupp. That includes all other commodities?

Secretary Harrrman. That includes our whole range of foreign
trade to all countries of the world. _

Dr. Juop. Well, on that basis, were you referring just to the pro-
gram in this present bill?

Secretary Harriman. No.

Dr. Jupp. Without covering the long-term program

ht"(‘lefdl v HaArRrIiMAN (inter pmlntr) Tf you will study my statement,

. Judd, T think you will find that I referred in lwcfmnmg to the
owhlll effect on the grain, of the unbalanced exports as against im-
ports in dealing with world trade as a whole.

And the latter part of the paper referred to the specific effects on
individual commodities. So, the early part of the paper related to
the over-all exports and the over-all imports, what they had been and
what we estimate they would be. You see, we have been in an unbal-
anced situation on exports, which have been very much in excess of
our impm‘ts, and when we were at the peak we were exporting at the
rate of $13,000,000,000 more than we were getting in return in the
way of goods and services, in the second quarter.

Dr. Jupp. But when you speak of the rate which will be less than
that in the second quarter of this year, you are referring to this present
interim-aid bill and not the long-term program?

Seuohln Harrivan. ITw lqlt‘h‘lllllﬂ' only to the interim aid. T was
addressing myself only to the first (lll‘lltL‘I situation, which is the
period which is covered by the interim aid.

Dr. Jupp. Assuming that the European recovery program will be
passed Osaentmlhf as recommended by the Secretary of State, would
that result in a higher rate of exports than this present interim-aid
bill, or a lower, or at about the same rate?

Secretary HarrimanN. You mean as to the first quarter?

Dr. Jupp. As to the first quarter.

Secretary Harriman. I am going to ask Mr. Bissell, the executive
secretary of the Committee that T ‘-al)()]x(‘ of, what the caleulations were,
whether the Committee calculated that particular matter.

Mr. Brsseon. The Committee did make an estimate for the first 12
months period of the long-range program, but the Committee itself
recommended below that now—in the Paris lopml on that calculation.
The total exports from the United States was in excess of exports over
imports, and would be for the first year about $2,000,000,000 below for
the average of 1947 and about $4,000,000,000 below the very high
second qututer of 1947.
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I do not think T can answer the question so accurately as how that
compares with the rate that would be achieved during the first quarter
of the 1948 calendar year under the proposed interim-aid bill. My
impression is that the interim-aid bill would not, at least, for any great
length of time, sustain a higher rate of export as that that would be
sustained by the long-range program, but the latter would currently
be below the average For this past year.

Dr. Jupbp. That 1s reassuring, Mr. Secretary, to learn that the big-
gest hump probably will be in the next 4 months. After that it is
]1Le]\ to be at a somewhat lower rate, according to your estimate.

Mr. Brsserr. At least after the first year I would think it would be
at a lower rate, siv. I think that you might possibly have this develop-
ment, that we would have a kind of troun‘h for exports in the first
quarter of the next year, and that later in the year, after there is a sub-
stantially long-range program, the rate would be somewhat higher
than the first quarter, but then certainly not as high as this year. And
after the first 12 months, as I have indicated, it would then taper off
gradually.

Dr. Jupp. Would your statement apply also to grain exports as well
to the total over-all export picture?

Mr. Bissprrn. I think that is a question that is hard to answer, be-

ause it depends so largely on what grains we have available for e\pmt
from this country. I think it is the view of the Committee that orain
exports will have to be about as large as our capabilities can .suppmt
throughout the life of any long-range program.

It is also the view of the Committee that this country will not be
able to support grain exports over the next fiscal year at the extreme
high rate achiev ed in the past current year.

Dr. Juop. Does the program contemplate a continuance at the
extremely high rate achieved in the last year, assuming that the crops
mntmue at appm\lumte]v the same high average lev el of the last few
years

Mr Bisserr. Well, the allowance made in calculating the cost of
the program, which was for a substantially reduced grain export,
except after the first year; but I think it is fair to say that in making
such allowance for reduced exports the Committee does so because of
the conviction that we could not safely and wisely sustain such a high

rate, and also that we must keep in mind the requirements of the
United States in any such program.

Dr. Juop. It should be of some reassurance to the people of this
country to feel that the Government, regardless of requirements of
which we cannot overlook, does not contemplate increasing the exports
of grain over the present high rate of exports.

Mr. Brsserr. I think that statement could be made.

Dr. Juop. And also to the grain markets—and I am interested in
preventing further increases in price of wheat—the assurance, or a
tentative assurance of that policy, it should be helpful in the grain
market, and I think it should be helpful on the farm, because it may
prevent some farmers from holding their grain off the market in
anticipation of getting still higher prices.

Chairman Earox. The time of the gentleman has expired.

Dr. Juop. Could the Secretary mmplote his answer, Mr. Chairman ?

George C. Marshall Foundation, Lexington, Virginia




98 EMERGENCY FOREIGN AID

Secretary Harrmran. May I just say one or two things in response
to that question.

Chairman Earox. Yes.

Secretary Harriman. I think we should recognize that as a result
of this disastrous crop condition in Europe our present efforts to ship
the maximum that we are shipping are very definitely to take care of
that distressing situation, and 1t is for that reason that the President
asked the people to cooperate in conservation programs during this
period of time—it is definitely an emergency situation.

Now it is impossible to go further and look further ahead, because
the crop conditions all over the world affect the situation,

Now just one more sentence on that: The Committee found there
was a foreseeable situation in the world’s food shortages and the
policy of the Government should be directed to assisting in world food
production, not only in Europe but elsewhere, in order to take care
of the needs that happen to exist.

That is a very important conclusion I would think in terms of the
interim policy of assuring our farmers that there will be good reasons
for their production, that we have no surplus, also to assist other
countries, whether they be South America, the Middle East, or the
Far East in increasing their food production.

Chairman Earox. Mrs. Douglas. :

Mrs. Doueras. Mr. Secretary, in your report. of the Commerce De-
partment, and in the report of the Interior Department, and in its
report made to the President by the Council of Economic Advisers,
we are informed that the total export surplus is likely to be lower in
the future than levels already reached. Nevertheless, each report
recommends that steps be taken to check price rises in this country.
Should we not in this special session as well as passing the interim
relief bill, also take such action as is needed to check inflation?

Secretary Harriman. Of course, the only steps that have been so
far taken is the program of voluntary conservation. As you well know,
one of the reasons for the President calling Congress was to consider
ways and means of combating all of the inflationary problems in this
country, and he will present to the Congress his views on that Monday,
as I understand it, and until that time comes I would like to defer
answering the question, until the President has presented the program.

Mrs. Doucras. We must keep the pipe lines open or people will
starve in France, Italy, and Austria. That is why we have before us
an interim program. We are buying an option on the Marshall plan
so that we may have ample time in which to discuss it. We must
never lose sight of the impact of such a program upon our own economy
even though the exports contemplated in the interim Progmm should
not in themselves further effect price rises. Nevertheless anticipation
of the larger Marshall plan will in itself affect prices. Should we
not therefore take steps at this time to prevent further economic
pressures ? ‘

Secretary Harriman. Could I put it this way: That the interim
program and the long-range program both are estimated to indicate
a drain on our economy that will be less than what we have experienced
in 1947. But during the year 1947 it has contributed—that has not
been the only reason, of course—but it has contributed to inflationary
pressures in this country, so that I think, although the drain abroad
will be less than we have experienced, the situation is such that con-
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sideration of the sort you have indicated should be given by the Con-
gress in dealing with inflationary pressures which exist in this country,
from the unbalance of production and demand.

Mrs. Doueras. Thank you, Mr. Secretary.

Chairman Earon. Mr. Fulton.

Mr. FouuroN. Mr. Secretary, because a life in public service is often
given without much expression of appreciation, I would like to say to
you, and I think that I am correct in saying that I feel the Commttee
of which you have been a chairman has rendered a distinguished serv-
ice both to the Congress and to the American people, and I want you
to know that as a citizen I appreciate it.

Secretary Harriman. Mr. Congressman, I appreciate that state-
ment. I was chairman of and participated in the discussions, but as
the letter to the President indicates, which you will see in this report,
there were 19 men who served and they are the ones to whom your
appreciation should be presented to, but I do appreciate it.

Mr. Fouuron. They did a fine job. You had some very prominent
businessmen of the country, both businessmen as well as economists,
and did not feel that there should be a full program presented, and that
it should not be on a niggardly basis; otherwise it would result in
failure.

Secretary HarrimaN., They stated that, on the one hand, it would
be a mistake to appropriate too much ; on the other hand, they pointed
out recovery could not be achieved unless there was adequate support.
The Committee, of course, included not only businessmen but repre-
sentatives of labor and those who had spent their lives in agricultural
problems, as well as economists and financial people.

Mr. Fourron. In view of some of the reported statements by Mr.
Taft, I wanted to see especially what your prominent businessmen on
the Committee thought.

Secretary HarrimaN. Yes. This report, of course, was a unani-
mous report. And, of course, with 19 men of different backgrounds
and points of view, there were very earnest and lengthy discussions.
But rather than attempting to come to conclusions on the basis of the
lowest common denominator, they stuck to it and compromised their
individual opinions and came to a unanimous report, and this is an
expression of the unanimous views of the Committee including the
businessmen and the other groups.

Mr. Forron. Let me ask you something about the report. There
has been some criticism generally of the fact you did not limit the aid
simply to countries which had what we might call straight free-enter-
prise governments: that aid might also go to governments that had
socialistic principles, although they had free enterprise generally.
Will you give your comments in answer to that outside criticism?

Secretary Harriman. There is in the report a statement that we
should follow the programs in those countries very carefully to satisfy
ourselves that the proposals of action in the way of self-help and
mutual help, which are included in the Paris report, are accomplished.
That is, they felt, a very important aspect of administration. They
pointed out, however, it was not our affair as to how these different
countries which had free elective systems should carry out their pro-
duction programs. The net effect of that is that we should not inter-
fere in the free decisions of the people of the different countries in
western Europe.
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I will be glad to read what they said, but that is the substance of it.
You will find it on page Ob.

Mr. Furron. You were then basing your report on the basis they
had the freedoms and electoral pr 1v1]err05, rather than the kind of
economic system they had?

Secretary Hagrrraan. That is correct.

Mr. Furron. And you were distinguishing, then, as between not
socialism and communism, but as between free governments and police
governments?

Secretary Harrmyran. That is correct. Unfortunateiy, the word

“communism” has been taken away from its idealistic aspects and
has come into the category of the police state.

Mr. Javirs. Mr. qtmetar\ I would like to join my colleague, Mr.
Fulton, in commending you and the committee w hich you head for
the perfectly magnificent report, which will be extremely helpful
to us and I know extleme]v helpful to the country and foreign nations
that need that kind of elucidation so badly.

You spoke about food conservation. We understand or were given
to understand that present food reserves were relatively low, and that
we are probably faced with a long-term food shortage. Does that
mean we must establish this volunt: ary food- conservation effort as a
permanent thing, and the sooner we get at that the sooner we will be
realistically grappling with the problems we are facing?

Secretary Harriyran. There has been some confusion in the public
mind, I think, perhaps due to the fact the Food Committee jumped
into a program which, under normal circumstances, should have been
planned for 3 months, but there was not time to do that. The Emer-
gency Food Citizens 'Committee is a short-term proposition, but it
has been stated a number of times by Mr. Anderson and others that
if we are to help Europe in their distress this winter and spring until
the crops come in, we must carry through conservation into next
summer.

Mzr. Javirs. Do you not think 1t is only fair, at a time when you
come 1n here to ‘\l]l)])()]t a \{!{)“ 000,000 ]nte] im-aid program and are
very much alert to the dangers of inflationary pressures on our food
prices, that we should couple that right now with a plan for permanent
conservation and avowedly for that purpose ?

Secretary Harrivan. May T beg the privilege of waiting until the
President has presented his program to discuss that with vmlra

Mr. Javirs. Do you believe the President will deal with that specific
point in his message ?

Secretary Harrrman. I must again beg permission to defer that
until the President has spoken. I regret my position, because I would
like very much to discuss these qneq ions and interchange views with
you; but T would like to ask that be deferred until after the President
has pmsonto(] his program to you.

Mr. Javirs. One other point: You mentioned, in response to Mr.
Fulton’s question, the desirability of not inter folmtr with the political
determinations of the countries definitely rrettmg American aid.
Does that mean it is contemplated by your Committee that we should
or should not require these very same governments, regardless of
their composition, to meet the productmn targets which they and we
establish under the European recovery program, and the cooperation
targets as between themselves?
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Secretary Harrraran. The Committee has expressed itself that it
feels we should follow the administration of the program: that we
should watch the performance and see that real, earnest, and sincere
efforts are made to reach those targets—both self- help and mutual
help, production, financial help, and so forth—all of which are essen-
tial to recovery, and it is our intention to follow them closely. But
the manner in which they carry it out is the sovereign responsibility
of the people. :

Mr. Javrrs. Is it fair to say, therefore, although we won't endeavor
to impose our views as to what kind of political government the coun-
try ought to have, we will insist it meet the economic targets?

Secretary Harrimax. Yes. The committee makes a distinction
between meeting the targets and making sincere efforts to do it; be-

cause, with the best of mtpntmm sometimes for reasons beyond their
control their production targets are not met. Sometimes tlle_y g0 over
them. But, in principle, that is their view.

Mr. Javits. T make a distinction between what we have a right to
demand and what we have not, but you join me in the llllll(lp]t" '

Secretary Harriman. That is exactly right. You have expressed
the plmup]e as we understand it.

Mr. Lobee. Mr. Secretary, I would like to associate myself with
the compliments accorded to you by my colleagues, and T would like
to ask you if you feel that a system of pmtml price control can
succeed or whether, on the other hand, if we approach the problem
of price control, we should make it all-inclusive ?

Secretary Harriman. I am very anxious to discuss questions like
that with you and other members of the committee. but T must really
ask that T be given permission to wait until the President presents
his point of view on these very pertinent questions which you and your
colleagues have asked.

Mr. Lopce. Then may I ask you whether, in connection with the
European end of this problem, you feel that once western Europe has
achieved a degree of rehabilitation that the agricultural products from
eastern Emn]w will come to match the vlpltal goods from western
Furope, and that therefore they will help each other despite the
differences in their forms of government ?

Secretary Harrimian. The Committee deals with that, and I am in
agreement with the Committee that there will be trade between eastern
and western F urope, in all probability; but it is questionable whether
eastern Europe will throw off the amount of commerce so important
to western Europe which she used to throw off in the prewar days.
So that it is the view of the Committee that the estimates the Paris
Conference made on getting quantities of goods from eastern Europe
will not be as great, in all plnlnlnht\ , as was estimated.

Mr. Lopce. Yet in spite of that fact, there will be a certain amount
of barter trade?

Secretary Harrimax. There is the belief, which I share, that there
will be surpluses which exist or develop which will be offered for
trade on a reciprocal barter basis between eastern and western Kurope.

Mr. Lobae. May I ask. Are you satisfied with the provisions for
petroleum, with respect to the p\pmt of petroleum produects, that they
will not in any way handicap the United States Navy?

Secretary Harrimran. Well, there is a shortage of petrolenm that
exists today, which has been qmrl.]\ated by 1110 shortage of tankers,
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and the Maritime Commission and the Navy have broken out from
time to time more tankers.

There is necessity to plan for the future. Our requirements are
away in excess of what anyone has estimated. I have some figures
which I will give you at any time you wish them, showing that situa-
tion; but our consumption of petroleum products is so great that we
have an interest in the world’s supply.

If T remember correctly, the areas of western Europe, involving
16 countries and Germany, take only about 15 percent of the amount
of petroleum that we consume in this country, and the population is
nearly double. Therefore you can see the overpowering position of
the United States in the case of the petroleum products.

Mr. Lobge. What I was interested in particularly was the question
of our own situation.

Secretary Harriman. The immediate situation ?

Mr. Lopce. Our own supplies in America, as they relate to the world
supplies. It would be my desire to see to it that insofar as possible
foreign supplies of petroleum rather than United States supplies were
used.

Secretary Harriman. I could not agree with you more, and that does
require the exploring and expansion of the production in that area.

We have American companies in Saudi Arabia, and I think the
increased production there will be very helpful in preventing the
drain on the supplies from the United States, and also in the Caribbean
areas which are close at hand, and also requiring by European coun-
tries more tankers to transport that oil. Even today there is oil in
the Abadan area which is not being shipped because of the shortage
of tankers. It is a longer haul from Abadan to Europe along the
Mediterranean, and they are limiting their business today to the
Caribbean rather than Abadan, because of the tanker shortage, and
we would be in a position to get that oil from the Abadan area if
there were enough tankers now.

Mr. Looce. I understand from your report that we import a cer-
tain part of our petroleum products and export a certain part.

Secretary HarrimaN. That is about in balance.

Mr. LobGe. In connection with the shortage of tankers, and instead
of importing to America and exporting from America, which involves
a double haul, is there any plan afoot to refine that oil on the spot in
order to save shipping costs?

Secretary Harriman. Of course, we have to deal with the existing
facilities. I do not know exactly what development plans are under
way for the expansion of production and refinery capacities in other
countries.

Of course, we cannot look at petroleum as one commodity, because
it is divided up into different refined products. We mentioned lubri-
cating oil. We have in this country a surplus of lubricating oil;
so we must deal with the specific commodity. If we did not import
and refine in this country and export some products that were in
excess of our demand, we would not have sometimes the refined prod-
ucts which we need here. It is a highly integrated international
business, and we have an interest in the international situation as
well as the domestic situation.

I agree fully with what you say. You have expresed my idea
exactly.

Mr. Jacksox. Mr. Secretary, what is the relationship between your
Department and the problem of strategic stock-piling ¢
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Secretary Harriman. We are in consultation: we have not any di-
rect responsibility for it. We do limit, through export controls,
strategic materials; but in the stock-piling process we are only con-
sultatively involved.

Incidentally, T may say one of the recommendations the public
committee of which I was chairman made, is that we should use the
aid-to-Europe program to get them to develop their resources in their
own countries or in their colonial or dependent possessions to increase
their production so that they could help to fulfill our great need for
a stock pile and, in that way, perhaps we can get some recovery from
the advances we will be making. '

I am reminded by Mr, Foster that we, of course, do control, under
authority of Congress, rubber, tin, and antimony, and help to advise
the Munitions Board as to when it is feasible in connection with our
own economic needs to purchase for stock piling.

Mr. Jackson. Is it possible and feasible, in your opinion to enter
into a buyer-seller relationship with some of the nations involved in
this program, either on an interim basis or long-range basis, for the
delivery of such strategic materials as are currently in short supply,
in return for some materials in this aid program, on a future-delivery
basis as distinguished from a current-production hasis?

Secretary Harriman. T think it would be too early to consider it
in connection with the interim aid because of the element of time;
but I believe you have to consider it in the long-range program ex-
actly as you have described—mnot for immediate delivery, because the
strategic materials do not exist, but in order that they may develop
their resources to create surpluses over what the world needs, and
not currently, and to throw off enough so that we may be able to
build up those stock piles which are so essential not only to furnish
our strategic needs, but also to protect our own economy and be sure
we have enough. We should, of course, take those strategic materials,
sterilize them, and save them for emergency purposes and not use them
when there is a plentiful supply.

Mr. Jackson. Your idea is that there should be a long-range devel-
opment program for the greater utilization of the resources in the
countries concerned or their possessions?

Secretary Harriman. Yes. Bear in mind you could not put that
pressure on them when they are trying to recover their own balance;
but I do believe some arrangements should be made so that they can
make this expansion at the proper time and for future delivery.

Mr. Jackson. Would you agree that long-range contracts for de-
livery in the future, as made possible by such possible developments,
would handicap their economic recovery today ?

Secretary Harriman. I think if we asked them to take their re-
sources of steel and machinery, which are needed to increase their
current production at home, then you would interfere with their re-
covery program. But it seems to me you could make agreements that,
as they are able to do so, they should use their resources to undertake
these developments and delivery at a future time. Whether it can
be determined exactly in the form of a contract or agreement in prin-
ciple is a question I cannot answer today, and it does require more
study than I think either we or the countries involved are able to
make in the immediate future, because much of this requires explora-
tion, There are certain areas, I understand, where it is known there
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are deposits; but, before they could make definite commitments, they
would have to do some exploration.

Mr. Jackson. One final question, touching on the questions asked
by Mr. Javits relative to the interference hv the United States with
the free political decisions of the people of western Europe. Mr.
Javits’ questions touched largely on the socialistic state.

What would be the position of the United States in the program
of economic aid should any one or more of the recipient nations come
within the political or military orbit of the Soviet Union?

Secretary Harrimax. I would then lose interest in it as to that
particular country and deal with them as we are dealing with the
other countries. We must recognize, however, that certain of those
countries would have liked to have come in and worked with us, but
that permission was refused by the Kremlin. And T think we ought
always to be ready to work with the countries of eastern Europe when
they get themselves freed from the domination of the Kremlin and
must always hold out a friendly hand, because that is the way we feel
about it. We have a great feeling of friendship for the peoples of
Poland, Hungary, and Rnnmnm \\lm are very friendly to us and who
have been forced into the iron vise against their will.

Mr. Jackson. Would it be your thnu”ht that such economic (11(1 as
we might render should be continued under such circumstances

Secretary Harriman. T have expressed my personal opinion on tlmt.
I would lose interest m it.

Mr. MaroNey. Mr. Secretary, could you tell us generally what mate-
rials, if any, are bemrr exported from the U nited States to Russia
today?

gecwtm'y Harriaran. T have some figures on that, if you want to
go into detail. There is a control on the shipments to Russia of those
cominodities that are in our export licensing lists. There is no control
over the shipments to Russia of those that are not.

Now, I want to state we have attempted to keep under control tne
most vital of the commodities and supplies and equipment that are
in short supply in this country. Unfortunately—and I am not stating
this as a complaint, but simply as a fact—we have not enough money
to cover any further items and do a reasonable job. All Government
controls are an inconvenience to business activity, and we have felt
we must tlu a good job on those areas where we do control ; otherwise,
the delays will make business so difficult that it inter feres with ex-
pansion opportunities. So at the present time wherever the Soviet
Government, in those areas where we are not controlling it, can find
supplies in this country and where they can afford to pay for them,
those supplies are going forward. '

Mr. Marozey. Could we et a list of those articles, Mr. Secretary?

Secretary Harriman., We can give you a list. It would take me
more than 5 minutes to describe them, but I have the summaries here
with me and would be glad to give them to you.

Mr. Maroxey. I think they should be handed up instead of giving
them to me verbally.

Chairman Earon. Shall we put those in the record for the use of
all? ’

Mr. MaroNey. Yes.

Secretary Harriman. Perhaps T will assemble them and give them
to your staff in a form that will be of interest to you.

Mr. Maroney. Thank you.

Secretary Harriman. You wish them for the Soviet Union ¢
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Mr. Maroney. I would like them in the record at this point.
(The information refeued to 1s as follows:)

United States trade -_u.*-:th- U. 8. 8. R., by commodity groups and principal com-
modities, 1938 9-month average and January to September 1947

[Value in millions and tenths of millions of dollars]

Quarterly, 1947
. 1038, 9= | 1987
Group and commodity | July month Jtangiary
to March| toJune | /oot
Exports, including reexports, toal *____________ 477 43. 5 22 8 52 92 113.7
Rendslpnse shipamonts. 0 . e 9.3 5.5 P I 16.1
ONRRAshipmgents. .~ .~ . ____. 15.7 15.5 | St e 32.0
gt i (e e e PRI S oS SRS L MBS T 1.0 5] .2 1.9
Oash-pavehase: - - e mcame——aes 2T 22.0 20.7 52.2 63.7
bmnlatuxf% R L I R S e e 2.8 .9 | 3 X 37
(BT T T e o b A e e el ek 2. 3] . R || 1y o e 3.1
Tobacco, unmanufaetared. __________________________ B S 11 i i 1.2
Textiles and textile manufactures ... ____ .. ______.__ 9 4 5 >4 1.9
Cardage, except of cottonor jute . ... ----_ .- X .6 B e e 1:1
Nonmetallic minerals..______________________________ i | ) 1.9 4.4 3.8
Peatrolenm and produets ... .. L/ 9 )i 2.3 2.8
Carbon or graphite produets..___________________ 2 = | =3 31.4 -3
Maetals-and manulsetures, .- . iio__o_.iieaes 6.9 6.0 2.1 9.2 15.0
Iron and steel-mill produets_____________________ 6.1 3.2 2.0 5.0 13.4
Iron and steel advanced manufactures. ... ____ 451 5 Wl .8 9
Copper insulated wireand ecable ... _____._____ .4 3 R (X) .4
Machinery and vehieles. . _ _______________________. 32.1 32.1 16.3 37.1 80. 5
Electrical machinery and spparatas. . ... .- 5.9 5.1 3:3 2.6 14.3
(Generators, accessories, and parts. . ___._____ 1:3 | 1 (X) 2.5
Transforming or converting apparatus ______ .6 .5 1.0 (X) 2.1
Transmission and distribution apparatus.___ -7 7 -9 B 2.4
Mbotors, starters, and controllers. ______._.___ | g 1.2 .4 .4 3.3
Industrial machinery__ _____ .. 23.6 24.7 11.0 30.1 59.3
Power-generating, and parts4. ______________ 1.8 2.9 | .7 4.8
Construction and conveying. ... __.__ 2:0 21 2.1 -] 6.2
Mining, well, and pumping . _ . ______________ .5 3.7 1.6 .6 10. 7
Metal-working._ . __ .. 7.3 6.3 4. 8 26. 4 18. 4
Tractors and parts__.._ .. s .9 b 55 X 2
Motor trucks, busses, and chassis, ne R hads 5 .5 4 | 1 11
Merchant vessels ol el i i USSR fi 152
Freight cars, over 10-ton (‘u[mcn . SR b - 2 1.1 1.2
Laundry soap.... .. e 1.2 3o
All other ruportb. lncludlng total rowpurts dtirl 3.1 R 1.3 1.5 6.4
CGleneral imports, total P en o e oo - 11.1 1.2 26. 6 17. 6 59.0
Foodstuffs. ... ... ... Tl X i b 1.0 <9
Rauqagn:-cac;ings _____________ - WL ! ] - -2 . i .4
Sturgeon roe_.._. .. e cuvaee SEe X ] X il 0
Crab meat, sauce, and paqtu e R Y e e S .4
Furs, undressed . I G e R 4.8 11.8 17.3 9.1 33.9
Persian lamb and caracul *__ .. _______ 3.2 i) 10. 6 5.0 14. 1
Furs, dressed and manufactured. ... _________. ... X 43 .3 5T T
Licorice root... . [ X X X 2 V3
Tobaceo, cigarette leaf, unstemmed . . _____ 2.0 1.1 . 2 4,1
Textile fibers and manufactures. .- .- - - ... ____ 1.0 7 re 1.2 2.9
b g et e SEEOE S L SR STV L LR T IR S 33 .3 8 3 F 1.3
e T T U Lk Il Sl .3 A b
Woven fabries of flax, hemp, and ramie___._____ X X X .6 X
Wool, UomEAnIEetred e e e e e s w0 e 5 =i f e et .6
Sulfite wood pulp; gnbleached. ... - ciaociioemanccos|ansaszizac .3 K e 3
el TS LN e S R Oy R S P 1| [SEme—
EHamends. et Tt ol Sotc - c oo sararmrrcrmsnae s 1o ST | -2 X b
Metals-and manafactiures. - - ccoccnccmana ot ason coa 3.3 5.9 5.5 2T 14. 6
MANEANeSe OTe . - - - - oo e cmmememmmemm—m—enn 1.9 2.3 1.4 2.0 5.5
Chrome ore or chromite . ... .._._......___._. 8 1.4 G e S 8.2
Platinum and platinum combinations .. = ot 2.1 ® " 2.9
PR LTl Serte et A Du i, S s SR ST P S PO 2 .3 . Lol .8
I This total and commodity detail includes lend-lease, relief and commercial shipments.
T Mainly, tushonka, sausage, and port.
! Mainly eleetrodes for furnace or electrolytic work.

-

Mainly steam and Diesel locomotives

b Includes “private relief"’ shipments shown above.

¢ Imports for consumption in 1938,

T Mainly squirrel, marmot, and hare.

! Ineludes some goat and kidskin furs in 1938,

X = Less than $50,000.

Bouree: Special Programs Division, Areas Branch, Office of International Trade, Department of Com®
merce, November 1947,
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TABLE I.—Monihly shipments of lend-lease and relief supplies from the United
States to U. 8. S. R. in 1947

[Millions and tenths of millions of dollars]

Relief shipments
Month llsggél,
UNRRA 2| Private Total

B3¢0 e L1111 g, o N S s S S 4.7 59 ol 6.6
ffbrt}lary ________________________________________ 3.2 6.2 V2 6.4
AN e i Al o el o 1.4 3.6 ok 37
AN - ) AR e G e o~ 1.8 4.1 X 4.1
N e i 3.6 10. 1 o4 10.5
L 80 P e e R 1 1:3 W 1 1.4
i 7o L 0 e, 0. s Wi i R R T 1.2 7 .1 .8
Y e RS SRR SRS UM ATSRIRE SRR 1 x ol -1

TS e e e e e e e S e L 3 X X X
A1 (U0 TR NN LT e L .Y e, TF 16.1 32.0 1.9 33.8

1 Ti_tle to these exports was transferred before Jan. 10, 1947, under loan agreement; shipments were delayed
awaiting Russian transportation arrangements.

2 Shipments after Mar, 31, 1947, the cut-off date for United States contributions, include supplies delivered
to UNRRA previous to that date but awaiting shipment, and subsequent purchases made with funds
available to UNRRA not subject to United States control.

X = Less than $50,000.

TABLE IL.—United States exports to and imports from U. 8. S. R., annual 1936-38,
average and 1941-46 and January to September 1947

[Millions of dollars]

l Exports, including
reexports General
Period | imports
‘ Total Cash- =
purchase !
1838-38 (BVORREE ) o= it et s ' R o =) 44 49 25
517 3 | i MY s M o Bl _ 108 107 30
g e O b BIE e = R 1,425 H4 25
B e e T = e e S e e A l 2. 985 10 40
14 Y Sl Wil e oL e =N L IR MR LT ) s | : 3,473 4 5
B e e g T i P e ey e : ‘ 1,838 b 54
1946—total . ___ B e e R o B e o S 358 | 53 101
January to September__. __ ... ____.__________. I STl 36 76
1947—January to September____._______________. > 114 | 64 | 59
January to March_____. TR Y e 18 | 22 | 11
P ) (o 00 VTN o 1o RS ST St NN e e S ISR S 44 22 21
B Aol Bl Fo e P el 2o o S e SO Li ‘ 23 21 26

1 Represents total exports, excluding lend-lease and relief shipments.

Source: Special Programs Division, Areas Branch, Office of International Trade, Department of Clome
merce, November 1947, ;

Value of United States exports to U. S. S. R. in 1938 and 1947, and value in 1947
adjusted to 1936-38 dollars

Value in Unit ! value ""‘Ituﬁidd;

Period millions of | index, 1936 M]rlil:‘\ (i i"l

dollars 38=100 __‘"“ 8 dol-
lars (millions)
1BS8 aIMNAL. e e s S e 70 101 )
1947—January to September. . - - oo 114 182 (4]
b5 o P gl Tl Y ) Yt e S e e 48 174 28
April o dune o e i s sl e g e 44 183 4
duly-toeptembey. - it o Ll S 23 191 12

| Index of unit value of total United States exports of finished manufactures.

Source: Special Programs Division, Areas Branch, Oflice of International Trade, Department of Com-
merce, November 1947,
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Mr. Vorys. Mr. Secretary, I find in this blue book report justifying
this interim-aid program that the State Department estimates are
based on the availability of 520,000,000 bushels of wheat from the
United States. Your report mentions 500,000,000.

Secretary Harriman. I think the public committee’s report men-
tions 570,000,000 on that.

Mr. Vorys. Of wheat ?

Secretary Harriman. Of wheat.

Mr. Vorys. Just wheat ?

Secretary HarrimaN. Yes; that is wheat; that is right—just wheat.

Mr. Vorys. I thought you mentioned 500,000,000.

Secretary Harriman. That is right; and the 70,000,000 is other
coarse grains. You are quite right.

Mr. Vorys. As I understand, possibly both of those estimates are
pretty optimistic estimates. What about that?

Secretary Harriman. As T said, in October, the Cabinet committee
indicated, unless special measures were taken, there would be only about
470,000,000 bushels. May I use both wheat and coarse grains together?
That 470,000,000 bushels of wheat and coarse grains together would
be available, and to get up to last year’s shipments, which were 100,-
000,000 more, would require conservation in the United States.

I am not quite sure what the State Department used combining
wheat and coarse grains, but we are working on the export figures
that have been used, about halfway between the two. We must, in
protection of our own situation here, ship currently what is safe to
ship and reserve some for increase or decrease, depending on what
the developments are in the spring. You see, the need for this grain
goes right up into July, and the allocations are handled on a month-
to-month basis, depending on developments. It is agreed by all who
have studied it that even 1f we can ship 570,000,000 bushels of wheat
and coarse grains, it still will not come up to the very minimum
reasonable needs of Europe and other areas of the world that im-
port grains.

Mr. Vorys. You mention wheat and coarse grains. The State De-
partment justification is in wheat.

Secretary Harriaran, Yes.

Mr. Vorys. For instance, on page 44 of the blue book, it says the
allocations of wheat from the United States during the last quarter
of 1947 have been about 115,000 tons per month, whereas about 228,000
tons per month are needed in the period under consideration to avoid
reduction in rations. They say later that if the wheat supply will
not permit such an increase, that substitute foodstuffs should be in-
cluded. But they state the thing in wheat, and I wonder what your
estimate would be in wheat. You mentioned 470,000,000 bushels of
wheat and coarse grains. How much of that is wheat?

Secretary Harriman. I think that were about 400,000,000 bushels
of wheat and 70,000,000 bushels of coarse grains. |

Mr. Vorys. Let me get my point across. I am not a farmer or agri-
cultural expert, and I have an awful time when I run into tables that
ficure tons and then bushels.

Secretary Harriaran. Me, too.

Mr. Vorys. And I am still not sure how you divide it, but it strikes
me when you are talking about wheat at $3 a bushel and then you
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talk about coarse grains, it is somewhat confusing. What does that
mean ?

Secretary Harriman, It is oats, barley, corn, and rye.

Mr. Vorys. To me—to throw them together is like saying we can
afford to export 600,000,000 tons of wheat and apples. Both of them
are foods; both of them have caloric value, but they are entirely dif-
ferent in quality and prices. Do you see my point?

Secretary Harriman. Yes; in terms of prices and., at the same time,
from the standpoint of the food committee they are, to some extent,
interchangeable, because when there comes a shortage of wheat, as
perhaps you saw when you got to France, they mix in the coarse
grains and get a type of bread which has nutritive value but is not
very palatable. So, from the standpoint of supplying the food needs,
a substitution can be made of coarse grains when the more desirable
wheat is not available.

May I make this statement in connection with the fioures? We deal
with the over-all shipments from the United States in connection with
the availables. When it comes to shipments from specific countries, it
1s a fact we have shipped currently very substantial tonnages of
grain, but in those particular countries—Italy and France, particu-
larly in France—the needs were not as great. just after the crop season
as they would be later on in the year, and we have been shipping to
areas where they build up stocks, like in Germany and Japan. Brit-
ain, also, 1s very caveful in its control of its grain. Some of the other
countries are not as careful ; therefore, we try to build up stocks where
we are sure they will be preserved until the need comes in the winter
and spring months, and we must have variations between different
countries even on a monthly basis, even though we may ship pretty
much on a monthly basis from the United States, '

Have 1 made myself plain?

Mr. Vorys. Noj that is probably not your fault, it is my fault.

Secretary Harrmran. It is not your fault; it is a very complicated
subject.

Mr. Vorys. We are thinking here about three countries and a plan
is being discussed involving five hundred and ninety-odd million dol-
lars. In the case of Italy it is proposed to jump the allocation, accord-
ing to the text before me, from 115,000 tons a month to about 228,000
tons a month. I cannot see where we are going to get it. And if we
annot get it, then we do not need as much money.

I am deeply concerned about this matter of talking in large sums of
money and talking about availabilities that are not available. We
may be kidding ourselves or kidding the people over there, that they
are going to get something which they are not going to get.

Now, one other thing. I understand that those who have been in
Italy, and others, have received information that the Italian wheat
crop is a whole lot better than their official figures show, possibly be-
- cause of the fact that they cannot get the wheat out of the farmers, or
for various reasons. If the Italian wheat crop looks better and ours
look worse, then our interim aid program ought to face those realities.
That is what T have in mind. It looks to me, knowing very little about
it, as if that is the situation at present.

Secretary Harriman. There are two questions. One is, how ean
we increase shipments to Italy? I attempted—and not very clearly—
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to explain that although we were shipping out of this country on a
monthly basis, which may be more or less level, and although we were
able to get out somewhat more than the average in the summer months,
the le('mpts by individual countries vary.

As I tried to explain, there are certain areas where we can build up
stocks and where the practices of the country are such that we can make
sure that they will not be dissipated and used too soon. We overship
during thoae months, then, in order to make it possible to ship to the
other countries in greater quantities later on in the season.

In the early months of a crop, naturally, where there is the in-
digenous supply, we want to have the maximum pressure used for the
(‘nlle(‘tmn of that supply, and have it run just as long as it can. And it
is for that reason that you get discrepancies in monthly average
shipments.

When it comes to your second question about collections, T can only
generalize on that subject. T believe that collections from the coun-
tries under consideration are not as great as, perhaps, they should be.
There are all sorts of reasons for that, with which, I am sure, you are
familiar. And all we can do is to use our pressures on the governments
to use all legitimate means of forcing those collections. But you will
not get full (0”(‘((“1()1]‘-\ from farms until you have more incentive, more
confidence in their currencies, and something which they can buy in
exchange.

We will have to recognize that is possible only in the police state
that can shoot the farmers who do not carry out the orders of the
government, And we do know that the collections are not as perfect
as we would like to have them and as they should be. But we are
dealing with human beings and trying to preserve democracies, and
we will have to do the best we can in terms of pressures on these govern-
ments and in terms of their using democratic methods to gnt the
maximum collections that are feasible.

No doubt the farmers are living much better than the people in the
cities. How you are going to equate that fairly, until you get a stable
situation, is pretty hard to s say. I think we have got to rec ognize,
though, that we cannot expect the impossible when we are dealing with
human beings under democratic processes.

Mr, Vorys. Yes; that is a very good point, that we cannot expect
the impossible over ‘there. But T am concerned that we are enc ouraging
them to expect the impossible from us.

Secretary Harriman. I think they do expect the impossible from
us. I am sure that you found, as I have—and it may be very flattering,
but it is not very realistic—that these people in Europe consider, be-

cause we did such an amazing job during the war, that we are a well
that has no bottom to it, and all they have to do is to ask and we can
wave our left hand and produce it.

I think there should be more education of the people of Europe on
that. Of course, what they ask for and what we give are entirely dif-
ferent matters and previously I tried to explain the current mecha-
nism which sereens month by month and determines what the different
countries need, what their relative needs are or what the relative needs
of the areas are and what our capabilities are in this country.

That was one reason I explained why it was impossible to set today
a definite program. But I did express the belief that within this sum
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of money we could take care of these very minimum requirements. If
we should have a better wheat crop than now seems to be indicated, it
may well be that we can ship more in the second quarter than now
appears to be possible. On the other hand, if the wheat crop is worse
than is now estimated, it may well be impossible for us to do so and
it may be wiser for us to keep a larger carry-over than is now cal-
culated. That will come more in the second quarter than perhaps in
the period under consideration here.

The State Department also mentions what I mentioned, the ques-
tion of substitute foods. Those substitute foods are very valuable,
1n addition to their calory value, in terms of proteins or salts or chemi-
cals, or what not. But they are more expensive in their caloric value,
and therefore the drain on wheat becomes so great, because you can
get more calories for your dollars from wheat than elsewhere. But we
can perhaps supplement our wheat shipments with these other types
of food which are more readily available.

Mr. Vorys. You mentioned the screening process. You have had
vast experience in the administration of such programs. Have you
given any thought to the way in which this interim-aid program should
be administered ?

Secretary Harriman.- May I ask that you eliminate the word
“vast”? I have had experience, but I agree with the State Department,
with Secretary Marshall’s recommendation, and Mr. Lovett’s, that the
post-UNRRA relief organization be the agency to carry this out, and
that the Congress consider more deliberately the permanent organiza-
tion of the recovery program. From my information, which is only
second-hand, because they had not gotten the organization started
when I was in Europe in June, they are developing a good organiza-
tion and it is being competently handled. That exists. And as this is
an emergency measure it would seem better to use that organization
than try to build a new one.

Mr. Vorys. I think that is all. T wanted to get your views some
time on the permanent organization, but possibly you will be back
with us when we come to consider that ?

Secretary HarrimaN. Yes. I want to say that the committee made
a recommendation on administration and although I agree with part
of it, I am not in full agreement with all of it. So I would be very
glad to discuss with you my own views as well as theirs. I think that
they have made a definite contribution, however, in certain principles
that they have established.

Mr. Vorys. You have had the personal experience of being Lend-
Lease Administrator and working in countries where somebody else
was ambassador; and also of being an ambassador where others were:
running some such organization. At the proper time, your personal
experience, if told to us, whether good or bad, would be very valuable;
to me at least.

Secretary Harriman., May I say two things in that respect? 1 am
absolutely convinced that we should have only one representative of
the United States in any one country, and that the relationships with
the government should be under the control and direction of the am-
bassador. Otherwise there will be confusion and chaos of the first
water.

On the other hand, in the operating questions, our experience during
the war was, for instance, we had a small staff in England and we were
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able to penetrate all of the major problems of the British economy ;
their food situation, agricultural situation, coal production, munitions
production, and so forth. That is done as between specialists and the
supply ministries of the Government. I know that I would be much
confused about things that you do and know about, but I can assure
you that it is not a difficult thing, if you get competent people, particu-
larly if you have an organization that is established with dignity, with
the proper kind of people attached to it, to bring in specialists for
special studies, who can work for 3 or 4 months and you get their re-
sults as a basis.

I shall be very happy to discuss that in further detail with you.
Those two principles, though, I think should be recognized. One, that
the ambassador must over all be responsible for the relations with these
individual countries. On the other hand, you need specialists away
beyond the people whom we permanently keep abroad, in order to get
the type of information that we must get to judge the requirements
of the countries and to satisfy ourselves that our supplies are being
properly used ; to make, in a friendly way, suggestions to the ministries
of other governments as to how they can better use their facilities in
their programs. And they can operate on such a basis with those peo-
ple so that our technical skills which are very great, both in industry
and agriculture, can be made available to help those people. That can
be done very quickly when you are dealing with supply problems on
a cooperative basis. Mr. Bissell has had some experience with that and
I am sure that he agrees.

Mr. Vorys. That is all.

Mr. JonrMmaN. Mr. Secretary, on page 5 of your substantive state-
ment, you say :

The interim aid program, in other words, has no new impact upon our domestie
grain markets. To say that it has no new impact is, of course, in no way to
deny that export purchases have already had a substantial impact on our domes-
tic prices.

Did the administration agree with you on that statement ?

Secretary HarrimaN. Certainly the members of the Food Commit-
tee with which I am associated, Mr. Anderson and Secretary Marshall,
and Mr. Lovett, who sits when Secretary Marshall is not there.

Mr. JonrkmaN. I want to compliment you for being decidedly re-
freshing, because this is the first definite statement that I have read
from the administration as to one of the causes of the high cost of
living,

Secretary Harriman. I do want to add, though, that there are other
causes for the increased cost of living which have no relationship to
our exports. :

Mr. JonsmaN. There is no question about that, Mr. Secretary, but
so far all I have heard from the administration is that our exports
have had no effect on the high cost of living, or that they have had no
serious effect. So I want to compliment you on a statement that it
seems to me cannot be refuted.

Secretary Harriman. I think, sir, it comes to an interpretation of
exactly what is said and one has to make a complete analysis of where
it has had an effect and where it has not had an effect. Certainly the
exports have been a contributing factor to the over-all inflationary
pressures,
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Mr. Jonkman. Yes, and not only that

Secretary Harriman. But we would have had them anyway, I think,
In many areas, including the food situation.

Mr. JoNnkman. As you say, they have had a substantial impact on
our domestic prices.

Secretary Harriman. You see, there just is not enough. We are
exporting practically no meat, but there is a greater demand, with
60,000,000 people emplo\ ed, receiving greater wages, with more people
able or with the capacity to buy the more desirable foods. We are
getting to a point in the country where we are on a better diet. I am
not saying that it is not desirable at all, but we have not developed,
with the world shortages which exist, a production which can satisty
the natural desires of people when they get better incomes to feed
themselves and their children better than they ever had in the past.

We are living on a higher standard of food today than we did before
the war or at any time in our history ; which is splendid. But produc-
tion has not kept pace with demand. It is a new situation in agri-
culture. We should recognize that although we are the cuuntl} in
which there is a better diet for more people than any place in the
world, away above any place in the world, we still have not attained
the objective which should be that all of our people have the benefits
of the best types of food.

I do not think we can get to it quickly. We have got to show
restraint. And I think it is fair to ask that there be a fair distr ibution,
as 1s now being done through voluntary restraint on those who are
able to buy the choicer foods. T think that is something the American
people will understand when they come to have it 111]]} explained.

So that all of these pressures are added together to produce the
situation.

Mr. Jonkman. Nevertheless, Mr. Secretary, it would be very mis-
leading to say that our exports have had no serious impact on our
domestic prices?

Secretary Harrimran. That would not be a correct statement.

Mr. Jonkman. Let us take the next subject that you discuss on that
page—coal. I think we exported last year about 54.000,000 tons of
coal, did we not?

Secretary Harrivan. Our total exports for 1947 are estimated to
be 66.8 million tons, of which 23.7 go to Canada. Canada is inter-
dependent with us. It is not ander export controls. Shipments
exclusive of Canada would be about 43,000,000 tons.

This public committee finding is—in which l agree—that we have
ample coal reserves; I think the\ said for 2,000 years. And we
have ample pr oduction. Our mining llml]t:m can produce all that
is needed at home and for abroad, but unfortunately at the present
time there is the bottleneck of rail transportation, which is principally
open=top cars. We are in a tight situation as to that. To get the
coal distributed in an orderly way to all the people who nw(l it in
the country, and to maintain a reduced ¢ export program, which I
have indicated, we must have a better distribution of cars and measures
are being constantly taken by the ODT lmmnl that end. I think
some progress has been made. So that it is not the coal production;
it is the transportation. And we should encourage the increase and
the more rapid construction of open-top cars.
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Mr. Jongman. As I understand, our consumption is about 520.,-
000,000 tons of coal a year.

Secretary Harriman. It is something in that neighborhood. I
have not got the figures at the present time before me.

Mr. JONKMAN. Assmnmﬁ that we are shipping abroad in the
neighborhood of 50, U{)UHUU tons, that would be approximately 10
per cent of our consumption ?

Secretary Harriman. That is approximately correct.

Mr. Jonkman. It is generally estimated that to ship that coal to
ports takes about four times the number of freight cars that it would
take to ship the coal inland for our consumption—is not that right?

Secretary Harrimax I cannot answer that question. In some
aveas it is less and in other areas you can get a quicker turn-around.

Mr. Joxkaan. Do you think that would-be a fair average?

Secretary Harrimax. I have not got the figures before me. I can
get those, if you wish.

Mr. Joxkman. I have read those figures, which are from fairly
authoritative sources. In other words, it would come to about one-
third of the number of cars that we need for that purpose, would
you say ¢

Secretary Harrian. I would be surprised if it were as much as
that, but I will get those figures for you, sir.

Mr. Joxsaax. Ishould be glad to have them. That is all.

Secretary Harriamax. \Ln' I say with reference to coal that it is
the immediate situation. We have to o through this winter. In
the long run we will not have any trouble t aluu;_f care of the coal
requirements for the recovery program.

And let me just say this: Our main effort should be to oet the
European countries to increase their coal production and not be
dependent on us for coal, which would be extremely uneconomie,
freight rates abroad being so high.

Mr. Curperrrenp, Mr. “w(letuv I come from Illinois, where we
have coal production, and T find that dealers right in that area are
short of coal. What are you doing about this car shortage?

Secretary Harriman. You understand that the ODT is a separate
agency. That is the Office of Defense Transportation. They are
working on a better distribution of the car supply, analyzing the stocks
that some of the public utilities and industry have and diverting them
to domestic use.

Dr. Juop. Mr. Secretary, vou said that the world demand for petro-
levm and petrolenm products is greater than the world supply. Are
efforts being made in other parts of the world to increase the supply
comparable to the efforts that we are Ilhllxlll,‘_" in this country? Or are
we still carrying the bulk of the burden ?

Secretary Harriman. The American companies that have conces-
sions in Saudi Arabia are going ahead and developing their programs
for expansion of production there and the pipe line to get 1t to the
Mediterranean. '

We have approved, after consultation with the other departments
of the Government, the export of the shipment of steel that is needed.
That will be an important contribution.

In the European recovery plan there is provided as one of the means
of recovery the expansion of the petroleum production in the areas
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under the control of the European countries. There are some projects
that are going forward. Both the French and the British have under
construction, even with their shortages of steel now, pipe lines coming
from Iraq to the Mediterranean. So that there are developments
going on. But it will be speeded up if the recovery program is
approved. .

Dr. Jupp. Have the East Indian fields been brought back into any-
thing approaching normal production ?

Secretary HarrimanN. My knowledge there is limited, but I have
been told that some of the areas are now producing again. But the
political situation there is very unstable and it has resulted in less
shipments from that area than would have been the case if there were
greater political stability. A

Dr. Jupp. Do you happen to know offhand approximately how much
of the world supply is being produced right here in the United States,
out of our own resources?

Secretary Harriman. As I understand the figures, giving them very
roughly, of the known reserves in the world we have about one-third.
We are draining our reserves in this country. I think we are supply-
ing about two-thirds of the production of petroleum that is being
produced.

Incidentally, T suppose we know more about our reserves here, but
we do not know all about them, of course; and we will continue to
find more. But we probably know more about them than the world
as a whole. 'We are draining our resources very fast and it is of great
interest to us to encourage the American companies abroad, who have
gone abroad to increase production abroad and to encourage the for-
eigners who have similar fields which they can develop. That opinion
1s shared by our Navy, through Mr. Forrestal and the State Depart-
ment.

Dr. Jupp. I should think it would be, because we cannot continue
indefinitely the present course that you have just outlined. That cer-
tainly is a dead-end street.

Secretary Harriman. It would be reckless if we do not follow the
policy indicated.

Dr. Juop. When we were in Sweden and talked to members of
the Swedish Cabinet, they outlined a plan, similar to our Marshall
plan, that they had carried out shortly after the end of the war. They
had anticipated greater political stability than developed and they
launched into a program of helping various’ European nations, which
involved a larger percentage of their actual resources and wealth I
believe than is contemplated under our European recovery plan. They
told us frankly that they had gotten themselves in too deep.

Are you familiar with that program and would you like to make
any comment on it? Because I think we ought to learn as much as
we can from their experiment with a prototype of what we are here
considering.

Secretary Harriman. I am afraid that you are so much better in-
formed than T am, since you have been there, and that I could not
contribute to your knowledge of it. I am generally informed of the
fact that they went ahead a bit too fast in terms of giving credits
without getting a return for it immediately. Of course, Swedish re-
sources are limited.

George C. Marshall Foundation, Lexington, Virginia




EMERGENCY FOREIGN AID 115

I do not think I can contribute to your knowledge of that. You
probably know more about it than I do.

Dr. Juop. I just wondered if your committee had considered that in
e-t1m‘1t1ng our capacities to meet the possible demands?

Secretary Harriman, No: they did not consider the Swedish situ-
ation. On the other hand, they studied it in perhaps the way
Sweden should have studied it more in detail so as to limit the aid.

Dr. Jupp. Is not Sweden, in a sense, being compelled to come to
us to help bail her out of the plan of her own, in which she got too
deoplv mvolved ?

Secretary HArrimaN. T think there is a basic principle which was
llacl\ of Secretary Marshall’s proposal at Harvard and was the basis
of the Paris report, that many countries are in a position to help it
they can meet some of the requirements that they need, in order to
balance off the program. And if the Swedish situation had been
tied into a whole recovery program, they might not have gotten into
the difficulties which they did get into.

Dr. Juop. I do not mean to be critical of Sweden asking for help.
I think they are to be commended for their energy and the good
motives which prompted them to make their effort, I just do not
want us to make the mistake they made and thereby endanger not
only ourselves but the success of those whom we are trying to assist.

Secretary Harrivan. This must be done on a multilater -al basis or
else it will not work. Canada has made very generous contributions
to the British situation and has found that it is more of a drain than
she can stand. So I agree with you fully that we must keep this
within our capabilities because, above all else, we must maintain a
strong situation at home.

Dr. Jupp. That is right ; thank you.

Mrs. Dougras. I should not want silence on my part to idicate
that I do not want to add my praises on the splendid report that you
have made available to us.

I just want to add—and I am not going to press you at this time,
because I do not think it is proper until the President makes his
report—but I just want to add to the thought that has been thrown
out here that truly the export of large supplies of grain has added to
the Increase in prices in this country. \ewrtlwle-m that 1s not the
fundamental reason for price rises. It is true, is it not, that we have
t\p(ntod an infinitesimal amount of meat and dair y [mulml%'

Secretary Harriman. That 1s correct.

Mrs. Dovcras. And if there had not been the tremendous demand
for meat and dairy products in this country, which has vuec(lod any
demand in the past, you then would unt have had the grain fed to the

cattle that caused the wheat to go up?

Secretary HARRIMAN. l]mt 1S correct ; and the short corn crops
had a pressure on the wheat situation.

Mr. Doveras. That added to it.

Secretary Harrisran. That added to it.

Mrs. Doucras. But that pressure was there before the short corn
Crop.

Secretary HARRIMAN, W'e must recognize, as I am sure you do, it is
estimated that it takes 7 to 10 times as much grain to pmduce the
calories that are processed through animals as w Ten the human being
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eats the wheat directly. Therefore it is a very expensive use of grain
to feed it to animals, even though there are very desirable proteins
m animal products not contained in orain.  When you tremendously
increase the use of animal products that throws a great burden on the
grain supply.

Mrs. Doveras. And as one of the reports says, Government financed
aid has been and is likely to be not in excess of 2 or 3 percent of the
total demand.

Secretary Harriran. From what table are you reading ¢

Mrs. Doveras. I am not reading from yours. I am l'ea(lllltf from
the report made to the President lwr the Council of Economic Advis-
ers. The argument is made by some—and I think that is what one
of the members of the commiftee was getting at—that Government-
financed aid to foreign countries in relief program has forced prices
up. Well, Government-fing mced aid has at no time been more than 2
or 3 percent of the total demand.

Secretary Harriman. Something in that neighborhood. 1 just
wanted to be absolutely frank and clear with this committee, that
basically our rising prices is a domestic problem, but of course any-
thing you add in the way of a demand, when you have an inflationary
pressure, adds to the difficulty.

I think the people of this country should understand and recognize
that in assisting the recovery of Europe there will be considerable
inconvenience and that they will have to give up something in order
to accomplish this tremendously important result.

Mrs, Doveras. Exactly. I quote from the report to the President
by the Council of Economic Advisers:

This study has indicated that inflationary pressures to date have been caused
by domestic demand factors.

We do not want to leave the impression that if we cut out all aid
to Europe all of our problems will be solved because they will not be
solved. -

Secretary Harriman. They would not be solved, and I would hate
to think what would happen to us in a few years from now. We would
have problems much greater than today, problems that would not even
be comparable.

Mr. Furron. The point was brought out that it is intended that we
will increase the grain shipments. For example, this particular in-
terim-aid program will shoot at a target of doubling Italy’s grain
shipments, so 1f their shipments are about 150,000 bushels a month
now it is expected that that will be inereased to 228,000 a month. That
will be done in view of what the Agriculture Department says about
our winter wheat crop; that it is going to be 50 percent of what we
expected. Then this morning illt‘\ said the corn c rop 1s down. What
measures would you use to increase the grain allotment to It: aly and to
these other countries?

Secretary Harriman. I tried to explain. It is a very complicated
thing, and I am not sure that I am doing it very well.

The whole program of exports from this country and other grain-
producing areas is considered as a whole. The need of each muntry
18 mnsulm ed individually.

In a country like Ttaly, during the early months of the crop year,
they have available indigenous pm(lu( tion which they can use. There-
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fore, the shipments to Italy have been kept down and overshipments
have been made to other areas.

This increase that is referred to in the blue book is within the
present calculations of onur export program, but as I explained, there
would have to be adjustments from month to month depending on the
developments, in order to be sure we could protect our own situation.

The amount of disappearance in the use of animals and in domestie
use will affect, of course, the availability of grain. In addition, as
we know more and more about the winfer wheat crop on which we
are so dependent, we will be in a better position to judge how much
of a carry-over we must have.

I just want to say that these shipments to these three countries
involved here are already taken into the calculations of what we expect
to be able to do, even considering the factors that you have mentioned.

Mr. Furron. And that is, the volunt ary saving program and in
spite of the fact these shipments are going to have to go regulaily
every month, even before the wheat crop comes in ?

Secretary Harriman. You see, we alre: wdy have substantial pur-
chases. That is mentioned in this report. There is something already
on that program acquired from the Commodity Credit Corporation
or the foreign buyers who were given licenses to export, something in
the nature of 360,000 or 370,000 bushels of grain. The grain is already
in hand for several months ahead.

Mr. Funron. Another question with regard to governmental depart-
ments: It was brought out here that there have been shipments to
Russia since January of various items. Now, it was made to appear
in the New York Thnes of yesterday or today that there was some
disagteement on policy between the State D(‘])d]illlt nt and the Com-
merce Department on the shipments to Russia. The inference was the
State Department had thought the shipments to Russia were being
stopped. but as a matter of fact, evidently on lend-lease, they were
being filled by the Commerce Department.

\('tud]]v was not the policy set at a higher level in your Department
on that, so that you were not making the policy, but merely following
a policy out ?

Secretary Harrimax. May I elarify one aspect of it? The Depart-
ment of Commerce has nothine to do with the liquidation of lend-lease
and the carrying out of commitments that were made, so whatever
decisions were made in connection with the continuation of lend-lease,
were made by the State I)O]mltment not by the Department of
Commerce. The Department of Commerce’s lt‘*w}]()]]'-;lllllll\' IS In con-
nection with the export controls, and I think I answered that previ-
ously, that we were only controlling a limited number of commodities
and in other areas the Russians, like any other foreign buyers, are free
to come here and make their arrangements with the American pro-
ducers. T am going to supply your committee with the figures of
what has gone forward.

Mr. Furron. So.the thing that T am clearing up there for the public
is that actually the policy was not set in your Dv;mrtment regarding
the shipments to Russia : that you were snnplv carrying out directives
dnd policy, and on lend-lease it was actually the St: ate Dvpa] tment that
set the policy.
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Secretary Harrivmax. Lend-lease is entirely State Department
Congress has given the Department of Commerce all responsibility for
export control. We do not exercise that responsibility, however, with-
out full consultation with all departments of Government that are
involved in each category, and the decisions are reached after full con-
sultation. It is entirely incorrect to indicate there are differences of
opinion between the members of the Cabinet.

I do not know what this article in the New York Times spoke of, but
on all of these questions there is interdepartmental consideration and
each department man at the staff level might have a different point of
view.

Mr. Forron. If a correction of policy is to be made, that would not
be done at the department level or the Cabinet level. Congress would
pass a bill.

Secretary Harriman. Yes.

Mr. Fuuron. Then there is another question on this limitation of
94 percent of the purchases having to be made in this country under
Pyblic Law 84, the old relief bill. At the time that was put in T was
violently opposed to it but got little consideration when it came up.
I felt that it was inflationary. Do you oppose any such restrictions so
that the purchases would have to be made in this country in the new
interim-aid bill?

Secretary Harriman. T would urge that you give the maximum
flexibility, or complete flexibility, to the administration, because our
best interests are served wherever purchases can be made abroad of
items that are in tight supply, and as the situation changes from time
to time I believe the interests of the country are best protected if you
give the administration the maximum flexibility and then hold them
accountable for it. Wherever we can buy abroad we protect our own
situation.

Mr. Furron. Then you would recommend against specific similar
provisions of limitations in this legislation?

Secretary Harrimran. I would strongly recommend there be no limi-
tation at all and that you have confidence that the best interests of
the country will be served by the administration.

Mr. Forron. You spoke of the cooperation of other governments
than the particular 16 governments concerned in the European-aid
program. Did your committee go at all into an investigation of what
countries might aid in addition to Canada and Sweden? Did you
check the Argentine or Spain to find out if they would cooperate?

Secretary HARriMaAN. The committee was not in a position to do so.
They had to work very fast and in a very few weeks and were not in a
position to finally determine what each country should do. They laid
down the principle that we should make every effort to get the fullest
cooperation possible from all of the countries that could be of assistance
to the extent that they are able to do something, but that we should
not hesitate to buy from abroad in order to supply these programs.

Canada has been very generous. The Argentine has been exploiting
the world situation by selling wheat at these enormous prices. We do
not feel Argentina has stimulated her domestic production of grain
sufficiently because she is only paying her farmers a fraction of
the price she is selling it for in export. It is believed that the
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Argentine should make a greater contribution. She is being urged to
join in the Emergency Council, and has been continually.

There are other countries that can make some contribution but are
not in a position to go beyond that. You spoke of Sweden. Sweden
overreached herself. It does not do any good to do beyond what they
are capable of doing. Many of the countries that are producing cannot
make advances or grants because they need the foreign exchange to
buy the necessities of life to keep their economies going.

That committee indicated there was a balance between the two and
we should face the fact that we will have to finance a substantial part
of the shipments that would be required from other countries.

Mr. Furron. So your committee does recommend a multilateral ap-
proach instead of a unilateral approach to this problem ?

Secretary Harriman. Very much so.

Mr. Fuuron. And that we cooperate with the other countries of
the world, those willing to go along on the program ?

Secretary Harriman. Yes; and we go further than that. We ask
for the cooperation of all the other countries.

Mr. Foruron. Thank you very much.

Mr. Javits. Mr. Secretary, will the buying power which is created
by this bill, the interim-aid bill, be utilized in purchasing in the mar-
kets of the world so as to knock down prices like the Argentine $4 to $5
wheat price ?

Secretary Harrimran., Well, I hope the program will stimulate the
production of short items so we can possibly bring that about. The
Argentine is a special situation. She has been uncooperative and
requires special attention and consideration. The Argentine, as you
know, is being more cooperative now than ever before on a general
basis, and it is to be hoped she will adopt our cooperative attitude in
the future. I cannot see how it will be used to knock the prices down.
I think the answer is to get the cooperation of the Argentine and make
her realize this is a period when in her best interest she had better
cooperate, and in the long run she will get the benefits of that coopera-
tion and that she should not profiteer in the present circumstances.

Mr. Javirs. It is a faet, is it not, that countries like the Argentine
have profited from the competition among the European nations them-
selves for a limited supply of wheat ?

Secretary Harriman. That is true.

Mr. Javirs. Therefore, if we purchase with our money anywhere
in the markets of the world so that there is only one buyer, we can
have much more control over the price than if there are a number of
nations competing among themselves? )

Secretary Hagriman. I think that we can use our purchasing power
to go to work in the direction that you have indicated, but I think that
it requires more than purchasing power—it requires diplomatic discus-
sions to get the cooperation of the nations involved.

Mr. Javirs. On that issue of cooperation, it is true, is it not that
under Public Law 84, the $350,000,000 bill, we failed to develop any
set technique by which we could tie in the nations of the world capable
of aiding. It depended pretty much on their bounty or previous
political connections as in the case of various countries in the British
Commonwealth.

George C. Marshall Foundation, Lexington, Virginia




120 EMERGENCY FOREIGN AID

Is your committee prepared to suggest any technique; whether by
calling an international conference, or by setting up some new organi-
zation, by which the other nations of the world will be practically
tied into the effort?

Secretary Harriman. Mr, Congressman, there has been in existence
during the war, and operating since the war, this international emer-
gency food organization. All of the producing countries of the world,
I believe, except the Argentine, are involved in that organization,
and they have been cooperating along the lines you indicate in terms
of studying the world food supply, the world food requirements, and
allocating the available supplies to the different countries,

The Argentine, T believe, is the only important producing country
which has not been working with that organization for the past num-
ber of years: therefore, the problem is to get the Argentine to come
into that organization on the same basis that other nations are
working. _

Mr. Javits. That relates only to food. TIs it not a fact that one of
the major elements in the European countries would be the import of
such things as cotton, a raw material, and there should be some form
of coordination?

Secretary Harriman. It has dealt with all forms of food, fats, sugar,
and so forth. I do not believe that cotton has been involved in that.
I believe that a general European recovery program would lead to
more cooperation in areas that are not now covered.

Mr. Javrrs. Tt is fair to say, therefore, that the European re-
covery program is incomplete insofar as it deals with the coordination
of the activities of potential supplying nations like the United States,
the Argentine, Canada, Australia, New Zealand, and so on?

Secretary Harrimran., Well, T am not sure one can deal with these
commodities within the limited area of consumption of these 16 coun-
tries of Europe. T think that you have to deal with them on a world
basis, and the success of this international emergency food organiza-
tion would clearly indicate that wherever there is a short supply simi-
lar international organizations should be set up.

As a matter of fact, T believe T am correct in saying that when the
ITL set-up operates, that does provide for machinery to deal with
cooperative questions along the lines that you indicate. That organi-
zation, of course, is not functioning vet, but when it does it would be
the proper agency to consider the world production problems.

Mr. Javrrs. Then I take it you will agree with me that no part of
the European recovery program deals with the problem of coordi-
nating the activities of the potential supplying nations so far?

Secretary Harrmman. Only insofar as it is accomplished by the
cooperation of the 16 nations and the United States. It does not pro-
vide, as it now stands, for the problem that you speak of. T heartily
agree with you there should be greater cooperation in terms of analysis
of production and analysis of needs, and that the more we can expand
that on an international basis the more we protect our own prosperity
and assist in the world recovery.

Mr. Javits. Now, it is a fact, is it not, that to these very nations
which are potential supplying nations like Argentina and Sweden,
you control export licenses from the United States? ]

Secretary Harriman. That is true.
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Mr. Javrrs. Sweden, for example, is furnished machinery in con-
nection with exports from the United States which she may in turn
use, either for supplying materials to the 16 nations, or supplying
materials to the Soviet Union and other countries: is that not true?

Secretary Harriman. T am not familiar with what Sweden gets
from us, but, generally speaking, whatever we ship to other countries
makes it p()%]ble for them to increase their exports presumably to
other countries,

Myr. Javirs. Would you say, therefore, that at least a potential exists
in those export licenses by which we can endeavor to bri ing about some
oreater coordination between the potentials from buying nations than
now exists?

Secretary Harriman., Export licenses could be used to invoke
economic sanctions. It is far better to attempt to get cooperation by
friendly discussion than to hold a pistol at the heads of people, but
one could use export control to invoke m onomic sanctions,

Myr. Javirs. May I say, Mr. Secretary, I thoroughly agree with you,
we certainly should not hold pistols at people’s heads ; that it does not
]nmhl( e results.

Secretary Harrivan, I did not infer from your question that you
did. I was sure that you agreed w1t11 that.

Myr. Javrrs. But it is mlpmunl 111 a hearing like this to explore our
arsenal to see what we have and what we can do, and we can certainly
agree, can we not, that an effort and a considerable amount of thought
are needed for tying in the effort of the other potential supplying
nations so that the maximum supply effort is expended, not alone by
us but by everybody else?

Secretary Harriran. T could not agree with you more.

Mr. Javirs. Th: mk you very much.

Mr. Lobce. Mr. Secertary, along the line of the questions that Mr.
Javits asked, do \nn think the time has come to use the economie pistol,
so to speak, in connection with Russia and her satellites with regard to
export control licenses?

Secertary Harriman. T hope that the Congress \\I” extend the
authority for export controls beyond February 28. I do not believe
that you ean work out any kind of a program for world recovery and
protect our own domestic economy unless that is done.

I would be delighted if you would put it in some other agency,
because it 1s filled \\lth headaches, but so long as 1t 1s in the Depart-
ment of Commerce we will do the best we can with it. We do need
more money to cover a wider area, and when we are able to cover a
wider area we can do more of the things that have been in your mind.

I do feel that there are other commodities, equipment and otherwise
that are going out of the country that should be put under export
control so that we can correctly direct them to the countries that we
believe require them for world recovery. T hope that that answers
your question.

Mr. Lopce. It does to some extent. What T was really anxious to
know was, Do you believe the time has now arrived for us to make use
of economic sanctions mmmst Soviet Russia and her satellites?

Secretary Harrivran. I do not want to use that word. I do believe
that we should, in order to conserve our abilities to carry out the re-
covery program, send equipment to those countries that we believe need
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this equipment, because otherwise we will not be able to carry out
the recovery program.

Mr. Lopce. In other words, you do not believe that we should use
economic sanctions. Russia through her representatives and satellites
has made violent attacks upon us; has made attacks upon everything
that we stand for, but you do not believe that the time has come for
us to retaliate ?

Secretary Harriman. One only deals with economic sanctions in
extreme situations. I believe that we should conserve our resources
and our available equipment to go into those countries which we be-
lieve need the equipment, and when our cooperation will result in re-
covery. I donot believe that we should develop it on the basis of sanc-
tions because I am still hopeful that we can develop healthy trade
between these countries that you speak of which will be useful to the
world recovery and useful to the peoples of these countries. It is quite
difficult. Tt is quite different to trade than it is to make loans or grants.
I am speaking only about trade. If they have a surplus of food and
want to use that to buy something from western Europe, or if they
have some raw materials that we need, I do not think it is proper to
attempt to shut off trade.

Mr. Lopge. In other words, Mr. Secretary, you are satisfied that the
use which Russia and her satellites will make of machinery, equipment,
and other items purchased from the United States will be in the best
interests of the United States?

Secretary Harriman. T believe that we should not ship our materials
which are a direct contribution to military strength.

Mr. Lobee. But surely, in the totalitarian state almost anything
contributes to the power of that state. It does not necessarily have to
be guns and bullets, does it ?

Secretary Harriman. Well, when you get into a war everything
contributes, it is true. The stronger economically a country is the
stronger they are to wage war. I do not believe there is any intention
to make war at the present time. I am still hopeful that if we can get
recovery on the free countries of the world; if we can get the grass
to grow a little greener in those countries, where they have free gov-
ernments and where the dignity of the individual is the basic concept,
that success will roll back behind the iron curtain and will be invisible
to us. Therefore, I am hopeful that if we embark on this program
of recovery we will succeed and there will be pressures which will force
a change in policy. Therefore, trade is an important thing in con-
nection with that. T would not shut it off entirely, I would simply
say that we need to help in the recovery of the free countries of the
world and I would shut off, of course, those things that are directly
connected with military establishments.

Mr. Lobce. In other words, Mr. Secretary, that would not seem to
you to be in any way inconsistent or constituting help to the countries
which have declared war on the Marshall plan?

Secretary Harriman. There is mutual help in trade, Congressman
Lodge, of which we have been talking about, and it would be very
desitable to get the maximum shipments of food from these areas of
eastern Europe which have always been the breadbasket of Europe.

Mr. Lobce. Are we getting some food from them now ¢ ,

Secretary Harriman. There are some shipments of food being made.
I understand that the Soviet Union has something in the neighbor-
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hood of 2,000,000 tons of surplus grain, the sale of which they have
been, at one time or another, attempting to negotiate with the French
and the British. So far there have been very limited shipments.
But it would be of value in the recovery program to have those ship-
ments from Russian being made, and the effect would be to get 1n
return the goods that they need in their economy. And I believe
that is helptul for the recovery of the world and will add to the pres-
sures I have indicated, even though they will be getting some of these
food shipments.

Mr. Lopge. In other words, you would believe, Mr. Secretary, that
we might get a satisfactory quid pro quo from Russia and her satel-
lites in connection with the materials which we are sending

Secretary Harriman. No, I am not sure of that; and I thlnk as I

said, in connection with the recovery program of Europe, we should
dlrect any further expansion and control to see that it goes dlrect to
the countries which we want to help in the emergency that is now
being faced.

But I would not go so far as to shut off trade; we would not want to
build an iron curtain and have the effects of an iron curtain, as the
result of the natural pressures from these countries, in order to
penalize as between the success of the program and the life that comes
out of a free country.

Mr. Lobge. You say that the pressure would be just only to the
extent that we receive something in return.

Secretary Harriman. That 1s correct, in that, of course, we are
recelving smnethlng in return.

The Soviet mission that buys in this country was paying for the
supplies and machinery they are buying in this country; they are
being paid for, and there are no loans l)emtr made to the Soviet Union
to l)u) credits

Mr. Lobge. There are no loans being made now ¢

Secretary Harriman. No; except in connection with the tail end of
the lend-lease pipe line, I think that they are all complete—they are
just about cmnplete(l

Mr. Lonce. May I ask, Mr. Secretary, a question in (mmcctlon with
the list which you said you were going to furnish, covering articles
which we are shipping to Russia, if you can also provide us with a list
of those articles which are going via other satellite countries?

Secretary HARRIMAN. We have no information as to what is going
through other countries. We do have information as to the ship-
ments {o what you term “satellite countries,” countries of eastern
Europe, and we will give you that mimmdtmn as well as the other.

Mr. Lonee. It just occurred to me that Russia might be getting a
great deal more indirectly than directly.

Secretary Harriman. I would be surprised, although I cannot be
sure, but I would be surprised if much went (lnevtlv through these
other countries, because of the limitation on what they can buy here
and pay for; it would be much simpler for them to direct it to the
Soviet Union rather than via some other country.

Mr. Looge. I happen to know of one particular proposed shipment
of some 400 jeeps to Bulgaria, and I thought that you might have that
information.
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United States cxports to eastern Europe

[ Thousands of dollars]

|
1 j g i r ace | Private Cash
Country Total UNRRA | Lend-lease | relief purchase
1046 =

Czechoslovakia .._._.___ | 106, 697 85898 Jm et - 4, 641 16, 133
Hungary _____ ____.___ -l SN i 6, 382 N2 Il | 2, 7568 1,343
Paniand e et o e eI LB LI 31, 216 e [ TR TN T ! 3, 616 27, 169
Eshonia = ot s b o T e Sl PR 5
LRGN sSisanaes el BRS8N . | I | g | i 2= R ) 1
Pathusinihese A0 o R oo Lo ) Y YR ey el bl | 2 1
Poland and Danzig . _________________ 183, 126 166, 254 100 } 15, 657 1,115
Yugoslavial JLiii 4 iyl Iy syy 126, 614 12156010 |cacsastaaze | 4,028 895
0 Lot N h | e St i 4,324 | 4, 246 | a7 21
Rumania-S it t i 2 MOTIAC TLAL . 2,028 | - RS LA EE. T 1, 697 323
Bulearimes et bes oo et o 5o 22 YO8l lumcaca—s Sl 2 ‘ 226 1, 765
g h S 5 il il s it ol 0 iy 357, 921 141, 744 152, 124 . 10, 674 53,379

Total exports to all countries__ ______ | 9,739,484 | 1,013,908 652, 901 | 108; 307 7, 964, 366

January-August 1947:

zechosiovakia - == o ot o 41,374 RO e et 1, 744 25, 223
N rSomi i Tl - s WO e 1 9, 405 20 s s e . 5, 156 3,993
el hle ST T T e 39, 505 - | R - 1, 0565 38, 293
BRtomias el e e e Lt Fall (e B ot L O e 2 AT 7
77 R S S G gy B | S TR ¥ PO R e I | M e | P e BE
GRS L ek b el i (1) N T " epeeaa M
Polandand IDanzig - - i i . ok 77.874 SR IRl RSB RS TR R 5,704 29, 317
Yueoslavig. _ w8 e a8 __ 20, 047 AL 5 Wil SR = 1,234 3,972
ANPaipt i T TR E AW ICTREN i Aal _dibRcd 4,322 o 30 et BeOATE TN 8 204
BRI e e e 12308 [ 2, 985 10), 380
|51 o W e et S = e (== T e o s 234 612
e s T e T Y N TR 111, 014 31, 960 16, 036 | 1, 843 61, 175

Total exports to all countries_ . ____._ 9, 850, 065 383, 397 20, 941 70, 796 9, 374, 931

1 Less than $500.

Source: Special Programs Division, Areas Branch, Office of International Trade, Department of Com-
merce, November 1947,
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United States exports to eastern

European countries, by commodity group: July 1945—March 1947

[Value in thousands of dollars]

Eastern Europe, excluding U. S. S. R.

Commodity group Estonia, Py v-8-8-R~
Czecho- | g oo o ’ Latvia, . B . 2 : P
Lk Tar ungary Finland , . and Yugoslavia| Albania Rumania Bulgaria I'otal
slovakia and Lith- o
-~ Danzig ’
uania
Total United States merchandise:
July-tmecember 1946 . __- 39, 497 116 891 18 67,013 78, 684 6, 911 2 375 193, 507 432,771
Janvary-December 1946______________ 104, 418 6, 364 31,174 6 170, 336 124, 287 4,0%4 2,024 1, 932 444, 625 351, 941
January-March 1947 _____-. _________. 17, 296 2, 442 12, 277 5 24, 382 13, 157 1, 449 1,517 310 70, 835 47, 391
Ol IRt 161, 211 8, 922 ‘ 44 342 29 261, 731 214,128 12, 444 3, 543 2,617 708, 967 832,103
Agricultural-exports: !
July-December 1945_________________ 28,116 = oo 218 1 36, 373 58, 265 671 I ysi [2ape g s 126, 645 73, 317
January-December 1946 ___ __________ 78, 619 2,014 14, 391 2 114, 355 82,124 1,724 ) {053 St © ¢ AR 203, 239 113, 374
January—Mareh 1947 0 - . T T 8,779 725 oy 14, 481 2,062 536 381 4 34, 799 3, 303
LG atanr e 115, 514 2,739 22, 450 3 165, 209 142, 441 5, 931 392 4 454, 683 189, 994
Nonagricultural exports, total:
Juty-Decamber 1945 __ . , 381 116 673 17 30, 640 20, 419 3. 240 1 375 66, 862 359, 454
January-December 1946____________ e 25, 799 4, 350 16, 783 4 55, 981 42,163 2, 360 2,014 1, 932 151, 386 238, 567
January-—-Mareh 194720 ... , O17 1550k 4, 436 5 9, 901 9,105 913 1,136 306 36, 036 44, 088
T R e R bl s ey 45, 697 6, 183 21, 892 26 96, 522 71, 687 6, 513 3, 161 2,613 254, 284 642,109
Total items shown:
July-December 1945__ __________. 10, 786 115 670 6 29, 292 19, 901 3,213 1 375 64, 359 286, 834
January-December 1946________ s 16, 732 3,004 13,158 4 40, 625 37,713 2, 186 1, 886 1, 829 117, 137 222, 070
January-March 1947 ____ 6, 522 1, 646 4,093 0 9, 550 8, 566 890 1,113 304 32, 689 43, 204
T N R 34, 040 4, 765 ! 17, 921 15 79, 467 66, 180 6, 289 3, 000 2, 508 214, 185 552, 108
Other nonagricultural:
July-December 1945 _ ___________ 595 1 3 11 1, 348 518 Vv i | AT | P e I 2, 503 72, 620
January-December 1946 __________ 9, 067 1, 346 3,020 | U I3 15, 356 4,450 174 128 103 34, 249 16, 497
January-March 1947__ __________ 1,995 71 343 |- FUHLEL - 351 539 23 23 2 3.347 884
Rt 11,657 | = 1,418 | 17,055 | 105, 40,099 90, 001

I Detail not shown,

5, 507

224
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United States exports to eastern European countries, by commodity group: July 1945—-March 1947—Continued

Eastern Europe, excluding U. S. S. R.

Commodity group . Estonia, U.S.8.R.
Czecho- : Latvia Poland : < p
lovaki Hungary Finland s and Yugoslavia| Albania Rumania | Bulgaria Total
slovakia and Lith- Dahal
uania anzig '
Fish and fish produects:
July-December 1945 .. ... . ___ e e et 2 721 1,576 1 | e e | 5 s i 4,082 *
January-December 1946 .. ... .. . 1, 455 ) L | 1 | R & 806 910 ()80 L2 PRl e 00 814 862
January-March 1947____ . ....__.__.__ L R T S R W v o | SRR R | RS R (G L0t 5 & 'O RN i RN 8 & 30 30
Wolakais spaait. . ooo oo ioa 3,260 ¢ iate it | S CONTNRE TS | I 1, 527 2. 486 MEH e s Aeanier s ¢ 7,283 892
Leather: o
July-December 1945____ . . _.._. 1 T iy me Tt (b ettty e 139 257 110 gt g i | M s sy 593 2,703
January-December 1946______________ _ % ORI St LW MBS i < 2 R atan | 1,001 1,124 BRLE i Bl e o on o N 2, 233 1, 181
January-March 1947 . ______. ) TR IR & - (3 T RN SRR Sy X | R 7, (N (SRS (1 & TR 88 ] 1 ) PN R
TR TN TR S 02k S R, ) o WIRSRI RN 1, 140 1, 632 gl Bar s e 3,106 3,8%4
Leather manufactures: i
July—December 1945__ ... . ______. 1T e Y, e e e I s 1,370 367 O iy gl gl S myapupreyers 2, 356 3, 547
January-December 1946_____________. 345 2 B e 1,383 3,388 A S 669 5,913 5,154
January-March 1947 .. ___ .. ____.. 98 44 ¢y g SIS 428 58 4 (?) ) 632 80
T e S . N S 608 46 I ML e N 3. 181 3, 813 494 ® 669 8, 901 8, 781
Rubber and manufactures: G s
July-December 1945 _ . _________-_._. 7 7 A R S 31084y 1, 539 1, 467 L ] e g pacopn (3 D o g i 4, 395 6, 886
January-December 1946 _-__________. 1, 909 52 1,185 1 2, 803 2,216 .176 9 4 8, 355 4, 671
January-March 1947 __________ _.__.._. 1,093 5 7 I, 607 395 82 3 BASR A¢ 2,450 198
TOIREG Soatt LRl et o o e 3,729 57 1,616 1 4, 949 4,07 756 10 4 15, 200 11, 758
Cotton manufactures, including semi.: e SO AN 4 B s s VRS A, R =
July-December 1945__________._______ T S Bt & | fmum 2, 462 1, 330 7 { i RS S e e 5,061 7,333
January-December 1946______________ 1,168 15 233 | #iEl il 2,999 2, 387 196 5 15 7,007 1, 860
Sl AT 110 4 B0 1 - PUiLY o 249 243 I LR R R S 2 702 137
e AR PR I AR SR AR S 1,972 19 17 g S g T 5,710 3, 960 780 5 17 12, 770 9, 330
Wool manufactures, including semi.: -
July-December 1945_ __ __ ... _____. 8 R T ¢ W RO, s 11, 701 2, 904 31 g | R (S St 16, 915 10, 968
January-December 1946______________ 775 9 633 ® 4, 927 4, 362 181 O] (2 10, 887 2, 321
January-March 1947 _______________ 13 36 ) 7 % PP RRELE Y 107 7 17 1 ® 1956 349
L PR SRS < 1 T L AT 2,279 . 45 647 | O] 16, 735 7,273 1,017 1 ® 27, 997 13, 638

dIv NOIFHOA XDONUHDIYIWYH
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M iscellaneous textiles:
July-December 1945_ _ _______________
January-December 1946______________
January-March 1947_________________

Paper and manufactures:
July-December 1945__ _______________
January-December 1946______________
January-March 1947_________________

Coal and related products:
July-December 1945_ ________________
January-December 1946______________
January-March 1947_________________

Petroleum and products:
Julv—Deceniper 14y = - oo o
January-December 1946__ ___________
January-March iy . __ . ..

Other nonmetallic minerals:
July-December 1945__ _______________
January-December 1946__ ________.___
Jennary-Visxch194y . . - . ..

Iron and steel mill produects:
July—December 1945_ _ _______________
January-December 1946 _ ___________
January—March 1947_________________

Advanced manufactures of iron and steel:
S epember 1945 . .. - _
January-December 1946
January-March 1947

2 Less than $500.

1(_)2 ERERRIN A S L l ____________ 156 115 [ 1 RS T [ e et 384 38

71 1, 061 1 R 148 349 6 i R et 1,723 14
________________________ b S e 66 199 2 i S o - S
173 1,061 e s 370 663 19 Rt 2,377 52

. g IS 4 R Bl b S 52 21 18 ;i e, it 8| 3w el 61 461
____________ ) | § et 78 259 11 ) 355 9
18 4 ) SRR S L 10 40 ) Y | ST 1| SRR AN 94 1

37 4  f S 109 317 35 L BB | S e 510 471
R . 5, AR N R s S ULk R & B S e § a8 | el
________________________ -7 SRRy el | BEGC  C EER e eI ), | B T
________________________ - 30, & RO ©) 4 S el A i (Rt i i g 490 |-
. & ARSIt 8 Sae L e L 3 1 (2) 8 8,320

2,137 20 B e 3, 868 18 OELE Lf B 7,941 5,973

39 27 41 5 45 118 ' B, § R e es 275 232

2,180 47 1,933 5 3,916 137 ) i i ga X 8,224 14, 525

. e B SR . . 3 SRR 13 38 1 (3 93 739

423 9 B e llen 7S 638 423 s S " B R i 1,877 2, 404

101 15 "R SRRy ¢ 181 157 10 o b Ees e 521 359

565 24 SBiLs s 882 618 18 19 1 2, 491 3, 502

73 ey = VRS 3 128 112 0 M g SERGSDAS 1 321 21, 981

. BoeRaEer, L e R 194 2,018 1) §f intin s T et . 3, 451 14, 581

M o 1§ Rk o 4 54 94 Y s e e 413 6, 148

348 @) 1,099 3 376 2, 224 TSR ot L B o 4,185 42,710

00 | saiebec i) i | R THE 297 267 121 iisaae T aanmetits 676 3, 986

278 D) We | FUAE. 747 1,224 137 RE it s 0% 2, 663 1, 605

29 19 116 | _letoue - 152 268 24 1 6 615 264

407 19 TN RO S 1, 196 1,759 173 24 6 3, 954 5,855
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[United States cxports to eastern European countries, by commodity group: July 1945—March 1947—Continued

Commodity group

Copper and brass:
July-December 1945

January-December 1946

January-March 1947

Electrical apparatus:
July-December 1945

January-December 1946

January-March 1947

LT R e e

Industrial machinery:
July-December 1945

January-December 1946

January-March 1947

A EER R S S SO

Engines, turbines, etc.:
July-December 1945. . __________ | (?)
January-December 1946
January-March 1947 __

4577771 R W e

Construction and conveying machin- |

ery:

July-December 1945
January-December 1946
January-March 1947

Mining, well and pumping

ery:

[k July-December 1945

Eastern Europe, excluding U. S. S. R.
. Estonia,
zecho- ol Latyvia, Sad Gk e ik = 2
e s Hungary AR Eirh- Yugoslavia | Albania Rumania Bulgaria
uania
___________________________________________ 20 | RS SO AS P
_____________________________________ 100 DI i e sl SR T 207
____________ 11RO T o | R e 70
_____________________________________ 210 1 o I ey e s 200
____________ | 324 | § Bmae | Shteag s
_____________ | ) 856 | 248 1| 1
_____________ 1 2 420 | 87 (?) 41
____________ | 2 1.600 | 339 1 42
! Y
____________ | (B CONeRERe Y - b ke o 181 | ol onle b R
______________ 1 9 | 1 6, 486 | 185 )| T
______________ 1,088 | 7| 2, 559 | 315 N D
_____________ | 1,619 | 16 | 1 9, 226 504 7 e Ry
O s Dmke o8 GEEC S L B & 138 7Y, e B e g
_______ | 1, 349 10 % | PENREPTREAETT 8 | Rl s
_________________________________ 407 | 84 |
____________________________________ 1,804 | 5 3] N
_____________________________________________________ 1
_______________________________ 338 1 % | BRI AR TN | ot e Biae g |
______________________________________ 230 119 ’
_______________________ | 568 R el aaee
machin- | ’

2

61, 563

2, 002
5. 665
395

8. 052

31, 642
44, 056

5, 857

74, 660

115, 943
23. 616

214, 219

23, 746
35, 977

1. 840

9, 935

8al
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January-December 1946_________
January-March 1947___________.

Metal-working machinery:
July-December 1945_ _ __________.
January-December 1946 _________
January-March 1947 ___________..

Textile, sewing and shoe machinery:
July-December 1945_ . ___________
January-December 1946_________
January-March 1947 _________._.

Other industrial machinery:
July—-December 1945__ . __________
January-December 1946__________
January-March 1947___.________.

Agricultural machinery:
July—-December 1945__._____________
January-December 1946______________
January-Mareh 1947 - o oo )

Tractors:
July-December 1945_____._._____.
Januarv-December 1946_ _______
Janaacy-March 1947____________

Automobilés, parts, accessories, and serv-
ice equipment:
SR lesember 1945, . - . _______.

January-December 1946_.______._____ |

January-March 1947

Mctortrucks:
July-December 1945 ____________|
Janu: ry-December 1946_____ . ____
Janu: ry-March 1947_ _____

? Less then $500.

! R 5 383 293 | o B e ol A R o 773 13, 856
267 6 8 | 809 76 | 13 | g 1 1,178 5, 496
357 | 6 13 | 1,203 | 368 | 7§ S | 1,083 29, 287

— Ai — e | e | e —
R SR , @ 223 ] 8801 I B (W) [+ () 23, 950
R 995 1 4, 689 3, 549 i A 9,271 11,307
391 © o e 1,238 1,391 8.1 i se g 3, 451 7,253
SR 1,421 1 5,927 | 4,940 T e aernad AR W 12,722 72, 510
LT ——— 15 i 28 25 O e B 80 25
59 8 ;2 IR 39 7 T 7 W 211 693
56 1 e 29 45 1 2 1 180 578
140 9 b EARetRE 96 112 2 10 1 471 1,296
1 B L 15 17 ] e 72 11, 780
233 1 T | 443 914 44 3! e S bRl 1,797 18, 737
269 ©) L R 229 412 T e Ao e e 1,108 6, 416
541 1 T G 687 1,343 138 g 2,977 36, 933
e x 2,253 | 2, 532 BT o e e 5, 308 5,738
1, 337 : ) S 2 203 2,181 N 74 6. 336 1,622
1 5 73T i e 858 | 433 1) B 16 2, 347 1,007
HT R R dngd 1 5,434 | 5,149 ST S 90 | 13,991 8, 457
2311, 3 S St g SR e & o ot e 1,599 | 2, 251 £}z sommprs 4,192 4,813
493 % 1T e 1,466 | 1,003 Tl B i o e s 3,148 817
| e SRS | 1 1 et 737 | T e B e 1, 253 739
5 i P 2l 3, 503 L | I 8 A 8593 | 6369
| | e fiNaa SR Fma
66 |- U | 155 ) 7 SRR« /(5 MENSITOB | ¢t 2ot , 462 71, 662
333 1| T SR 082 486 | 69 42 15 3, 519 3, 856
123 11 | 189 | 181 345 6 54 2 921 744
[ g 12 | 1, 7784 Raoney | 1,318 | 1,072 75 96 17 4,002 76, 262
i ——— —77—41— — —— ‘i;Akf;;i:i e ,i;',;éj:_ilivi:_::; s e+ | e | i | e————— | o —————————
‘ 1 R a B . | 107 236 DAt B oo R e e 391 52,715
| 21 SIS TR Sel 115 5 e 7 718 358 5| [ SRS e 2,723 842
BRI N i R 64 | ol —— 1 i g 163 502
LAt NS QgL ¢ | iey - 2 .y & | gl
2 e | LA 889 | 616 | 57 | B sl 3,277 54, 059
[ee ‘l‘ e 1> | S e 1 [ P ot
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United States exports to eastern European countries, by commodity group: July 19j5-March 19/7—Continued

Commodity group

Eastern Europe, excluding U. S. S. R.

Hungary

Estonia,
Latvia,
and Lith-
uania

Other vehicles:
July-Decempberidbca.. . . . - ..
January-December 1946_____________._
Janulenaliarch o4z - - = - .

Merchant vessels:
July-December 1945__ _ __________
January-December 1946_________.

January-March 1947____________._ L

o PR e M b SR

Freight cars, over 10-ton capacity:
July-December 1945 ____________
January-December 1946
January-March 1947 . ___-_____.

Chemicals and related products:
July-1laaimberiOds. . .. .
January-December 1946_____________
JADUSEE-NSeh 1047 _ ..

Medicinal and phamaceutical prepa-
rations:
July-December 1945_ ____________
January-December 1946__________
January-March 1947_______._____

Yugoslavia

Rumania

Bulgaria

18 3 SO ] sy s = (2) 8, 788
)L R 0 N T R 2, 836 186 715 12, 328
O R | | ) | SR 738 139 97 3,389
215 3 6, 644 325 812 24, 505
17 3 S ohE 3 (2) 2,109
7 B W R R 847 168 91 3, 360
- W 183 129 28 1, 1256 ‘
170 3 1, 889 297 119 6, 594

S. R.

Total
1,732 1,123
1, 933 8,22
945 73
1, 610 5, 085

8, 380
1,939

652

10,971

bk ————

726

486

1,212

0, 681
1,947
1,374

AONHODUHIAINH
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Chemical specialities:

July-December 1945____________.
January-December 1946__________
January-March 1947____________.

Industrial chemicals:

July—-December 1945_____________
January-December 1946__________
January-March 1947_______ fog 5

Pigments, paints, and varnishes:
July-December 1945_____________
January-December 1946__ _______
January-March 1947____________.

Fertilizer and materials:

July-December 1945__ ___ __

January-December 1946__________
January-March 1947 __.________.

Sy 0 ) PO

Soap and toilet preparation:

July-December 1945

January-December 1946__________
January-March 1947____________.

otal s - 554

Scientific and professional instruments:

July-December 1945 _

January-December 1946______________

January-March 1947

Commodities exported for charity:

July-December 1945_ _

January-December 1946______________

January-March 1947__

" " Ty, e 141 181 o & R L o 360 531
238 3 o e 283 5 126 ©) 561 2,015 63
120 4  § e it 82 241 75 5 58 627 22
379 7 L o . 506 1,077 | 218 5 619 3,002 616
304 1.8 o B L o a 370 122 Y ol Nl 831 3,832
452 ) T R e 4 300 194 54 13 35 1,315 245
335 21 Wt 135 142 3 5 4 744 65
1,091 22 Sl = 805 458 91 18 39 2, 890 4,142
' agis el hemgg M RIGY s e TR 36 ) (o IR AR e T 36 152
1% R . E Wl s 26 43 ] i 19 518 98
' R o =P R .= 43 23 [ Ca=¥ PSR Y 164 1
e e W T e 105 66 B su . St 19 718 251
7T Sl W S BN SR P, 306 BOSH TP T R A e S e F T . BHC W
TR R BE, L 995 WAL on e S B B 7 U1 M
__________ « 005 T BTSN 05 T el O R R Ve
N 3L = 1,301 289 R e PE L AR i
% e o Y NN 1,681 1, 806 TV R ] Pl L NP 4,576 145
981 ) o A 1, 364 872 BE o= R e 3, 281 206

7 3 oF ‘% P o0 & 71 74 o ol S § 1 156 1,210
2,026 3 Y s Sl 3,116 2, 752 G S S 1 8,013 1, 651
L o B ¢ ey S i <Y 525 552 54 L[5 s 1, 652 1, 459
438 8 o B e L 383 588 40 (2) (2) 1, 524 2,871
196 36 78] il G 150 131 30 ) ©) 580 483
1,154 44 L ¢ R e 1,058 1,271 124 1 ®) 3,765 4,813
1,436 97 &1 Fos 3,788 3,906 539 ) 375 10, 626 21, 905
712 1,701 839 2 5,710 4, 344 16 1, 595 128 15, 056 2, 308
1,050 1,347 W E e 2, 518 1,084 ®) 902 70 7, 356 1,105
3,198 3, 154 1,709 | 2 12,016 9, 334 555 2, 497 573 33,038 25, 318

4

? Less than $500.
8 Shipments by Red Cross and other private relief agencies.

Source: Special Programs Division, Areas Branch, Office of International Trade, Department of Commerce, June 1947,
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132 EMERGENCY FOREIGN AID

Secretary Harrisrax. There may be some items.

My, LopGe. May I ask you this, Mr. Secretary: I understand that
the Italian wheat deficit 1s around 25 percent and that we are able
to provide only 40 percent of that 25- percent deficait. 1Is there any
plan for providing the balance of that deficit to Italy by providing
wheat from other parts of the world?

Secretary Harrimax. I cannot give vou much information on that
The Italian Government did arrange for a loan from the Argentine to
Italy. I am not familiar with just “when that grain is going forward.

Mr. Lobce. Do you feel, Mr. Secretary, that it is nec essary to have a
compulsory final date cov ering the financing provided in this legisla-
tion or would vou rather leave it open ?

Secretary Harriman. You refer to when the money is to be spent?

Mr. Lopae. Yes.

Secretary Harriman. I know of no reason for not carrying out
the suggestion of the State Department, which I understand is that
the moneys are to be used before the end of March. I think the
amount is so small—of course I realize it is an enormous amount of
money—but it is so small in comparison with their needs that T am
sure it will all be spent here, actually spent or committed for before
the end of March—I beg your ]}udnn I believe it i1s June 30, they
tell me—and it will be H])Pllt prior to that time. And as I see it as
much flexibility as the Congress is prepared to give an administrative
agency I believe is more effective.

And unless the over-all European program 1111})1(;\ es, these coun-
tries will be in the same position in the second quarter of this year as
they are now, and there will be some other countries who will be in
difficulty as well.

My, Crareerrienp. Will the gentleman let me ask a question there?

Mr. Lopge. Certainly.

Mr. Cuareerrienp. As I understand. if we do not have an over-all
program then there are other countries that are going to be in the
same condition, and they will have the same needs 6 months from
now ?

Secretary Harriman. There will be needs in the second qunim

Mr. Careerrierp. How about the next year, and the next year, and
the next year?

Secretary Harrimax. The European recovery program is designed
as a program for helping these people get on their feet and it will be of
assistance.

Mr. Lopce. Mr. Secretary, may I ask you this question: T think we

came to the conclusion that the final date in the Greek-Tur key bill has
been a mistake, and T was wondering what you thought ‘llmllf carrying
a time limit.

Secretary Harriman, I think the more flexibility the administra-
tive agency, in whom you have confidence, can have the better results
you get from the dollars spent.

Mr. Lovgr. In other wor ds, you do not believe too strongly about
putting in a limitation date?

Secretary Harriman. I think that the greater flexibility that you
feel within your responsibility you are able to give to the administra
tive agency the better. Of course, with the big “annual appropriations
the money has to be spent or it lapses, I presume.

George C. Marshall Foundation, Lexington, Virginia
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Mr. Lopce. May T ask you this, Mr. Secretary, with respect to the
shipping situation : Is there going to be any difficulty in transporting
these items to the various countries?

Secretary Harriman. The Public Committee report on that was
clear. There will be increasing difficulties in the tanker situation and
they recommend the encouragement of construction of tankers, and I
personally think that we ought to go about building some tankers
ourselves.

But on cargo vessels we have a large number laid up of the war-built
fleet which can be broken out, even a small fraction of those laid up

can be broken out to take care of the requirements, and in fact I think
those that are in operation today are adequate to take care of the con-
templated shipments.

Mr. Lobce: Do you think it would be appropriate to tal\e some of
these laid-up Liberty ships and transfer them to Italy in order for
them to man these H]ll])‘w and thereby dlmnl; some of their employees
and reduce the cost of freight charges in connection with this aid
program ?

Secretary Harriaran, The committee made certain observations
about transportation, which I think deserve a lot of consideration,
namely, that these countries of Europe have shipbuilding programs
today, which they need, and the committee felt, and in fact I think
suggested, a reduction of that shipbuilding program and the transfer
abroad of some of the Liberty-type ships which we have in such lar e
numbers tied up, and that thn‘ then can divert their industries to
muw urgent needs.

[ do believe that under those conditions our interest will be served
by the transfer of more of the Liberty-type ships than have been trans-
ferred, and that it will not affect the position of our American merchant
marine, which T very ﬁtrnntrlv favor protecting.

If we do not do this the I Suropean countries will have to build their
own ships, which will be new, of special design for special trades,
which will be far more competitive with their own shippimg lines, and
I do believe that we should have an aggressive program of maintaining
our own merchant marine both for trade promotion and for defense,
and that would involve the continued construction of new ships, a
relatively small number of ships to be constructed, which will keep
onr shipyards going. T think we should have a Government policy to
encourage the or clm ly eurrent production of ships to the end that tlwv
et into the hands of ship operators, ships that are new, well adapted
to the trade, because the ship operators are going to have newer and
better designed ships and those are the ships we will have to compete
with and thm will have a competitive advantage.

Myr. Lopge. I am very I appy to have that t‘\l)ll“-mum of your Views.

Secretary Harrimax. And I do believe that the recomme ndations of
this committee should be given consideration by the Congress as well
as consideration to the thought of making some of these Lthmt\' ships
available.

My, Lover. I want to agree with you that I too believe that we should
protect our merchant marine. I think you are entirely right, that
msofar as we have surplus ships it would be far better to et them
make use of them, because over here they are not worth more than

George C. Marshall Foundation, Lexington, Virginia




134 EMERGENCY FOREIGN AID

$10,000 to $50,000 as serap, and such a transfer would enable them to
make use of them in this particular program.

Secretary Harriman. There is no ﬂ‘lPlf advantage in promoting
the shipping business of carrying, for a few years, coal to Eur ope, a
trade that we are not going to umtmm\. and it does have in it the idea
of increasing the cost, but at the same time m: vy I again, because I want
to be ale,’m] say that I am strongly in favor of the maintenance of our
liner service, of having a fair share of the world’s trade.

Mr. Lobce. 1 agree with you.

Secretary Harrrmax., And I have made that recommendation be-
fore, and I made the statement among the group there, and I was only
quoted as being in favor of selling slnps abroad without being quoted
as favoring having American lmms, and T want to be careful that T
am not misunderstood.

Mr. Lobge. At the present time we are very short in liners, are
we not ?

Secretary Harrimax. I think in the liner trade we are in good
shape; the tramp service is where we are getting the reduction. I
think we have got our liner trade in pretty g 2004 shape. I do not have
the figures before me, but in order to maintain the liner trade we have
got to build new ships, currently, and year by year.

Mr. Lobee. T was under the impression that we were very short in
liners.

Secretary Harrrman. I am not talking about passenger ships; in
the passenger ships we are very weak.

Mr. Lobge. That is what I was thinking of.

Secretary Harriman. We are very weak, but having been in the
shipping business, I use the word “liner” as cargo liners as against
tramp vessels. But we are very weak on passenger ships and pas-
enger ships are essential to carry troops in time of war, and I do be-
lieve that we should, at the earliest practical moment, develop and
build passenger ships; the sooner the better.

Mr. Looce. If we do not, our merchant marine is going to be a weak
link in our defense in the event of a national emergency.

Secretary Harriman. We have ample laid ships, but we do not
have ample high quality vessels; but we have got some good ships
of the C type, which are being effectively used in the cargo-line trade.
They are becoming outmoded as time Qoes on.

Mr. Lober. I wish to ask you one more question: Is it your infor-
mation that Italy has been receiving, under Public Law 84, the type
of flour which she can best use both for bread and for pasta purposes’

Secretary Harrivman. T do not know that that is true.

Mr. Looce. I have heard it stated, and I want to verify it, that
the type of wheat which we have been sending has not been the type of
wheat they can use; apparently the type of wheat best adapted for
that purpose is the South Dakota durum wheat, and they have been
receiving Kansas wheat which is not suited for that purpose. I won-
der if you have any comment to make on that.

Secretary Harriaan. I do not have the information available to
give, whether most of {]w wheat that we are exporting is not of the
t..\f[)p. that is particularly good for macaroni, which the Italians use.

Mr. Lobce. They want a eertain type——
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Secretary Harriman. That does not come under my particular
jurisdiction, but if you want me to I will be glad to get that infor-
mation.

Mr. Lobge. I would appreciate it.

Secretary Harrivan. It is not in my Department, but I think we
can get 1t for you.

Mr. Lobce. If we do not have it of course we cannot send it, but
if we do, it would seem to me that we ought to send what they need.

Secretary Harrimax. Mr. Bissell says we have our own needs for
the type of wheat wanted, but that is not the complete answer. I will
try to get the information for you.

Mr. Lobce. Thank you.

Mr. LopGe (chairman pro tempore) Mrs. Douglas.

Mrs. Dovcras. Mr. Secretary, in reference to the question just
asked about the kind of wheat being sent to Italy, we also sent corn
to France and we sent wheat to Germany and a number of complaints
came back to us about it.

Secretary Harriman. What happened last spring was that the re-
quirements were in excess of the support program and we had already
shipped a great deal of corn to Germany and more than they had been
able to consume 1n bread, and last spring there was a surplus of corn
and under an agreement with the French Government we sent them
corn to mix with the wheat which they had, and in order to balance
the corn they had in Germany we sent them a little extra wheat.

In no sense is France diseriminated against; there was a technical
question of using to the best advantage the supplies that each area had.
I know the French did not like the corn, and I do not think you did
either when there, but at the same time it was nutritive and it was all
we had to send, and we had an enormous crop available, and it was only
late in the summer we realized we had a short corn crop.

Mr. Cureerriern. Mr. Secretary, we wish to thank you for your
testimony. It may be possible that after we hear Mr. Herter the com-
mittee would like to have you return; one or two members may have
some questions.

Secretary Harriman. Of course, I am always available. .

May I, before you close, give you some figures in answer to.a question
about petroleum, of the production last year: According to the Public
Committee’s report which analyzed the program of recovery and 1t
has carried that out in the following report :

In connection with the world requirements, and comparing 1946
with 1951, the United States today is supplying 63 percent of the world
requirements, that is, we are receiving our own requirements in that
we are exporting about the same amount we are importing.

Nineteen percent from other Western Hemisphere countries, largely
from the Caribbean area.

Nine percent from the Middle East.

Six percent is estimated for Russia and 3 percent from other
countries.

Now, when it comes to 1951, according to this analysis, the United
States will drop from 63 to 54 percent ; the Caribbean from 19 percent
to 17 percent, which is desirable, and the Middle East from 9 to 20
percent, and Russia is left the same, because we have no information
about any increased production.
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So this would contemplate more than doubling the quantity in terms
of percentage of world supply in the Middle East. That refers to your
question, Dr. Judd.

Dr. Jupn. Even so. that does not refer to the East Indies part?

Secretary Harrrman. This is in other countries area.

Dr. Jupp. 1 see.

Secretary Harriman. No estimate was made of that. Because of
political uncertainties we could not malke any estimate, but it would
be hoped that there would be an increase.

Dr. Juoe. Thank you.

My, CarweperrieLd. Thank you, Mr. Secretary.

The committee will take a recess until 2 p. m.

(At 12:52 a recess was taken until 2 p. m. of the same day.)

AFTER RECESS

(The committee reconvened pursuant to the taking of the recess,
Hon. Charles A. Eaton (chairman) presiding.)

Chairman Earox. On behalf of the committee, T wish to ask all
Members of Congress who are present to come up and sit with us on
the platform, giving us the benefit of their presence up here.

The committee is delighted to welcome our distinguished colleague,
Mr. Herter, who, with the select committee of which he has been so
able, competent, and remarkable a leader, has already done a great
job. They have laid the foundations upon which to build an intelli-
gent policy as the days go by.

We welcome with great pleasure our colleague to testify before us
Lere today.

STATEMENT OF HON. CHRISTIAN A. HERTER, A MEMBER OF
CONGRESS FROM THE STATE OF MASSACHUSETTS

Mr. Herrer. Mr. Chairman and members of the committee, I have
not any prepared statement for this hearing, but I would like to
begin, if T might, by referring to the fact we have just had available
for distribution for the members of the committee seven documents.

Chairman Earox. Is that all?

Mr. HerTER. Yes.

Chairman Earox. I think the committee falls down at that point.
You should have more.

Mr. Herrer. Well, sir, those seven documents were prepared for
whatever utility they might be to this committee in considering the
matter that is now before you. They had to be revised at the last
moment, because the figures contained in some of them were not ad-
justed to the figures that were presented to you by Mr. Marshall on
Monday and, therefore, our staff and the members of the committee
have been working overtime to try to reconcile those figures with the
fisures that had previously been given to us as representing the re-
quirements of the countries in particular that you are now studying.

The first of those reports deals with the French erisis and interim
aid ; the second with the Italian crisis and interim aid; and the other
five deal with the principal commodities which are now in short supply
in this country, analyzing from a statistical point of view the avail-
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abilities of those commodities for any programs that might be under-
taken.

Perhaps, 1if I might, I would like to point out some of the difficulties
in dealing with figures in this over-all picture. I should like to read
to you the introduction to the French report which I think will give
you a very definite idea of how hard it is to get exact figures de: 111110'
with the requirements of a country and likewise mdl\mu those 110111@
correlate with the availabilities that might be found either here or
elsewhere in order to meet the requirements. So, if I may, I would
like to read this introduction to you. I might say parenthetically that
this report was prepared by Congressman Wolverton, of New Jersey,
the chairman of the sube nmmltnw' Congressman Macy, of New Y ork ;
Congressman Keogh, of New York, and C ongressman Monroney, of
Oklahoma, and was approved by the full committee. This is the
introduction :

This report is an attempt to summarize the major factors in the present crisis
in France's balance of payments and to set forth the dollar requirements for the
so-ealled interim aid period. The interim aid period was defined by the execu-
tive branch as that period of time during which the aid was required but during
which a new agency or new method of handling it could not become fully
operative. Originally the interim aid period was of 6 months' duration, from
October 1, 1947, to March 31, 1948, but the report of the Secretary of State sub-
mitted to Congress on November 10 covers only the 4 months’ period from Decem-
ber 1, 1947, to March 31, 1948,

There have been a long series of estimates of the amounts of interim aid
required emanating from the executive branch, but only the estimate of Novem-
ber 10 is an official request to Congress for an appropriation of funds., The
difference between the figures in the November 10 estimate and those prepared
by the Departments of State and Treasury on October 31 will be discussed in the
hody of the report. The only important difference is that the November 10
estimate includes the sum for payments to be made prior to March 31, 1948, for
the shipments of commodities for 1 month after that date in order to maintain
the flow of goods in transit, This inclusion is not made clear for t'ulmmulitit‘r-i
other than wheat in the text of the November 10 report of the St'vr(-t:n'}: of
State, but is the only way in which the November 10 figures can be reconciled
with the estimates of October 31.

Then we go on and say that the difference in the figures that are now
before you for the Italian aid and for the French aid is due to the
fact the figures are not prepared on the same basis. In other words,
they are prepared for different periods of time and on a separate basis.
[ think that is very clearly laid out in these reports, and I would like

very much to come back to those reports in a moment in order to clarify
what T am now saying.

[ can, perhaps, again illustrate the difficulties with regard to the
problem that is now before you by turning to the interim European
aldd report that was submitted to us by thv Secretary of State on ih(‘
10th, in which there appeared a draft of legislation together with :
number of explanatory tables. On pages 20 and 21 of that w[mli
and likewise on pages 42 and 43 of that report, you will find in tabular
form the (nmmmht 1es and the dollar figures of the t»u]:]:lnu to be given
under a form of grant-in-aid to llulw various countries and li kewise
the commodities which these countries are expected to pay for out of
their own resources or out of borrowings from the Export-Import
Bank or from the International Bank. These are very confusing

tables to us. They are confusing in this sense: You find in table 1, for
instance, under the French requirements, that there is an item of ‘\111 -
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000,000 for wheat and an item of $20.000,000 for fats and oils: an item
of $116,000,000 for coal and $22,000,000 for petroleum products.
Those are all apparently to come out of interim aid grants furnished
by the United States as grants-in-aid.

Then in the table just below that you will find others that we expect
them to pay for—food to the extent of $30,000.000; fats and oils to the
extent of £12,000,000; and petroleum prndnols to the extent of $23,-
000,000.  And I have tried awfully hard to find, either in the testimony
you have already had or in this report itself, at just what point there
15 a line of demarcation as to when a country pays for something in its
own gold or dollars or out of a loan it has made and at what point it is
given as a grant-in-aid.

I cite that again only to emphasize the point I want to make, that
I think the cnlmmttee of which T was a member and vice chairman
under you, sir, felt very strongly about, namely this, that in under-
taking any program as extensive as this one, even as an interim pro-
gram, or any program that the Congress might approve under what
18 devel()ped from the Marshall proposals, we have felt very strongly
1t was imperative that a proper organization be set up to screen the
figures and money estimates and to set those properly against what is
available in the world. If I might, T would like to deve elop that last
point ; that is. the question of availabilities.

If you will turn to the Italian report that we have distributed, you
will see on the last page of that report a table indicating the different
figures we have had before us on which to work and our own estimates
as to what is available and what that which is availahle would cost.
That is page 14. In that, you will find a very large discrepancy in the
very first item; namely, the item of cereals from the United States.
The discr epancy there 1s a discrepancy that arose out of the fact that
after being given the preliminary estimates as to what was going to be
asked of the Congress we did our very best to ascertain from the
responsible agencies and others as to what there might be available in
the way of cereals in the United States. And there we ran into a
problem that T think it is of the greatest importance to develop and to
develop fully, because I think it 1s very vital to the whole program.

I feel it is vital to the whole program from two points of view:
First, I think it is vital from the point of view of a ship-shape and
capable job being done by the Congress itself. In the second place,
T think it is vital because I think the worst thing—and I repeat this—
the worst thing we could do would be to make dollars available for
commodities that are not available, and in that way lead pvople to
believe they can get something which, in fact, they cannot get. I
think it would be infinitely better to make understatements of what
we can promise to do rather than overstatements.

If T may, I would like to cite a concrete example of that in the case
of Germany. General Clay begged—Iliterally begged—that he be ad-
vised on what calorie ration he uml(l put the pmnlv under the Ameri-

can flag and under his command in the military occupation zone. He
I“‘d beent promised earlier in the year he would receive 3,600,000 tons
of grain. That was sufficient in his estimates, with the local harvest,
to put the German people on a 1,550-calorie basis. He thought he
would have that grain available to him. It developed later that grain
is not available to him. I think he has been very fortunate, probably,
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in being able to replace the calorie value of that grain from a
large pulchase of sugar in Cuba. The one thing he asked us to do
is that when promises are made to him, he said, ““Please tell me the
worst now. If we know the worst and things get a little better, it is
going to be infinitely healthier for the morale of ever vbody concerned
than if you promise me I can fulfill a certain ration basis and then I
cannot reach it.” He said, “Twice before that has happened, and I
have not been able to meet what was promised from the availability
of the United States, but which never came through.”

So we have identlvlllv that same problem arising here, and I an:
coing to spend a little time on it, because I think it is one you ought
to have very much in mind.

You will notice, again going to page 14, the first item there, that
our committee’s estimate of the quantity of wheat that would be
available for allocation to Italy is very much smaller than the amount
for which you are asked to supply dollars, and it was with great hesi-

tation that any member of our committee felt that smaller item was

the correct item ; because. naturally, no one likes to go down lower in a
food item when people are in pretty difficult shape. On the other
hand, I think if you would be good enough to look at one other docu-
ment here—that 1s, the grain 1eqmlementb and availabilities, which
is a separate document, No. 3—and turn to page 5, to the table with
regard to the United States exports, if I may, I should like to read to
you that table. It has been very carefully prepared and very carve-
fully gone over. It says

Total quantities slnppml or programed July through December 1947 (includ-
ing amounts carried over from June allocation) are 305,500,000 bushels,

The quantity of grain exported during any prior period is not to be taken
as a criterion of the amount which may be shipped in the January to July 1948
period. For instance, in 194647 we exported at a low rate in the early part
of the year, expecting in November that we would be called on for only
267,000,000 bushels of wheat. Then, beginning .in late January to meet in-
creased demands, exports were greatly increased. For 1947-48, we have put
the pressure on the early part of the crop year, and the present danger is we
may over-export, in view of the deteriorated prospect for the 1948 winter wheat
crop and the partial corn-crop failure. In other words, exports up to last year’s
563,000,000 bushels of all grains might be feasible, even from the much smaller
total grain crop of 1947, but if 1948 prospects are promising—not a true prospect
at present. Crop availabilities and prospects, rather than past (first half,
1947) export rates would appear to set the future supply ceiling.

There are other tables in here that I think it would be well to refer
to in that connection, and I won’t continue reading the rest of that
report. But if you will examine those with the schedule here, you will
see that nearly three-fifths of what we consider the maximum of grain
exports have already gone to Europe or will have by the 1st of
December, and that leaves only perhaps two-fifths of the maximum
for the total year that can be exported in the next 7 months.

Obviously, that is a pretty small quantity, and the requirements that
have been set down in these documents against which dollar figures
are shown in the State Department document, I do not think realis-
tically take account of that fact, and it is that which we have tried to
bring out particularly in the Italian report in setting our own figures.

I uuo‘ht add one other thing in connection with this whole questmn
of tl‘ymn' to collect figures. When we returned from Europe on the
ship, we had a tentative balance sheet of the Italian requirements.
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When we reached the United States, we had hoped that by the 10th
of this month to have a very exact break-down for you of the Italian
requirements, based on the first balance sheet we had received. But 1
think it is fair to the members of the staff who are sitting here to say
we must have received six different sets of figures from that time up
to the final figures that were given to us on the 10th of November. In
fact, the figures given to us by the President, Mr. Chairman, as you
may rec all, do not correspond in any way with the figures now before
you, and that was only some 2 \\eelw ago. That means that the
requirements and hfrm(m are changing umstantlv

I am pointing that out and making a special 1)0111{ of it and a special
plea to the committee, because to my mind it is the most clear-cut
demonstration that the sooner we can get a new set-up in this whole
situation, which can deal with the screening of figures and which can
deal with the figcuring of our own allocations, the sooner can an intel-
ligent aid program of any kind be developed.

There is another thing in connection with those figures that are
before you. To me, as I said before, it 1s confusing as to what cate-
gories of goods we are being asked to give away and what we should
still continue lending money on or require dollar payments.

If you analyze these fioures before you, there was no rhyme nor
reason why certain commodities were picked out and then the state-
ment was made that this shall be a grant-in-aid. What has actually
happened is that the full requirement for full dollar balances of these
countries have been put together and then an estimate has been made
as to what each county can pay for themselves from their remaining
resources; the balance is then added up and put under these heads as a
balzlm'v-ui-pa}mvnth item, which would take care of the entire dollar
requirements.

In other words, what is happening here, in the so-called interim-aid
program, is not what I think was given in the testimony vesterday—
a temporary relief program. W hat is actually being done is that a
longer-range program, a complete longer-range program is being
advanced forward for two countries and Austria—two countries in
particular and Austria. We are being asked really to make a balance-
of-payments contribution to take care of the entire economy and not
merely a certain section of the economy.

There is another confusing thing. In the assets that are listed as
available to these countries, there 1s quite a careful break-down, but
there are some items that are left out. I do not think they are very
serious, but I think it only right to point them out to the committee,
because it might be embarrassing when the committee comes to the
floor of the House with a bill of any kind, if they are asked about
(hese and no mention has been made of them of any kind whatsoever.

There is a footnote that indicates, for instance, that in France there
is $440,000,000 in gold still left. That is correct. That gold is being
held as a reserve w;_)nmst any currency backing and it is probably a
wise thing that it should be so held.

On the other hand, when one is told that there is not a dollar left
of any kind as .of December 1 or as of December 15 with which to
make foreign purchases, that item is still there.

There are still some items of reserve in the Export-Import Bank
loans and the International Bank loans that can be used for a part
of this program.
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In addition to that there are, of course, the French holdings in the
United States. I gather that yesterday in the testimony of Under
Secretary Lovett here there was some discussion of those holdings. I
think that that situation ought to be made entirely clear to the
committee.

In 1941 the United States Treasury took a census of foreign holdings
of currency and investments in the United States. Ilwv did that I
think in order that they might be able temporarily to block those funds
until a proper determination could be made as to what were enemy,
funds and what were neutral funds. That particular census showed
that the French had roughly $800,000,000 in holdings here in this
muntn‘ The French Government has tried very hard, first with the

Blum Mission that came here in 1946 and again recently, to ascertain
from our Government as to who the individuals are that hold those
funds because, under French law, those funds should all have been
reported to the French Government and have been made available to
the French Government in helping it out in its financial crisis.

The total sum that there is now in the United States is probably
not as large as $800,000,000. I think a good estimate of it would be
about half a billion dollars. It is in the form of bank deposits and
in the form of investments, 1n the form of shares m mvestment trusts,
and things of that kind.

Because of a promise made by our Treasury to the various banks
and brokers and other holders of these securities at the time the inven-
tory census was made, the Treasury feels that it is not free to reveal
to the French Government the names of the individuals who, in fact,
have been violating French law by not reporting these particular
fgures to the French Government. That is probably a perfectly
proper promise for the Treasury to uphold, but it raises an immediate
question that I think the Congress Ull}_‘]ll to take cognizance of:
Whether or not we should become a sanctuary for 191'ugv money
which 1 in a sense was illegally left w ith us, according to the laws of the
owners’ home country, without requiring that that at least be revealed
to the home government.

[ am not saying that it would necessarily be a good thing to iquidate
those investments or holdings, but I think that they are a perfectly
proper collateral to put up against Export- Import Bank or Inter-
national Bank borrowings.

The DBritish, during the war, put up collateral to the extent of
5450,000,000 as against an RIFC loan. Today the RFC loan is down
to $184,000,000. The collateral is worth $900,000,000, or nearly a
billion dollars, and it is earning about $30.000,000 a year. That was
n transaction that was a ])t]h‘(l]\ proper transaction at the time.
Today that collateral, of course, is very excessive for the amcunt
of loan that is outstanding.

I am raising those points only, sir, because I think those are the
kinds of llnnm. that are likely to come up in any discussion of this
program and I think we ought to be perfectly clear abont it frem
dhe point of view of the facts.

I also think that it would be highly desirable, if it were possible
to do so, for this committee to try to ¢ larif y the tvpes of commodities
on whi~h loans are to be made and any such commodities which are
to be given gratis or for payment in local currencies. T am afraid
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that if that is not done you may find that you have set a pattern for
a longer-range program that may be very difficult for you to handle,
because it may have set something up which you would find was not
applicable to other countries when you came to the larger program,
and 1t might be of very real embarrassment to you.

Mr. Chanman may I say just a word in regard to the actual text
of the bill that you have in front of you? I have examined that bill
only quite hurriedly, but there are a few things in it that I think
have already been brought out in the t esttmon_\ here so that T will
not dwell on them very I(mn

The first part of the 1)111 the section dealing with procurement and
the provision of funds, is tremendously broad. It is very much
broader than any relief bill that has yet come before this committee.
In fact, T am a little bothered at the very outset as to why it is neces-
sary to devise still another method of relief, when we have had so
many different methods of relief in the past.

I should think, sir, it might be well worth while for your com-
mittee to examine pretty c nefnllv some of the past bills to see if
an extension of those might not be an easier way of handling it than
through raising all the questlons all over again which are raised
in this particular bill.

There is another phase of the bill that bothers me some. If any
long-range program is undertaken, I feel very strongly that one
of the most important provisions that might be agr eed upon would
be in the handling of local currencies that are taken in return for
grants-in-aid. There is a possibility that they could be used extraor-
dinarily constructively in the rebuilding of these countries.

What bothers me is that this bill, as it “stands now , allows the State
Department to make any agreement it sees fit with foreign countries
without any confnesslmm] (111'ect10n of any kind whatsoever in the
use of those foreign currencies and in the handling of that particular
item,

I personally feel it would be better to go back to Public Law 84 of
last year in which the final disposition ‘of those currencies and the
way in which they-were handled was left to the Congress rather than
to have that matter settled now in connection with the interim aid
program and thereby set a pattern that might be very difficult when
it came to handling the problem with other nations.

I am hoping very much, Mr. Chairman, that the members of the
committee will have a chance to examine these two reports with regard
to Italy and to France. They were prepared with as much care as
we could prepare them in the time that was available to us. As you
will notice from them, the committee felt very definitely that interim
aid was required. Tt felt that the figcures should be extremely care-
fully scrutinized. It gives its reasons in some detail as to why
interim aid is required “and makes a pretty careful analysis in each
case of the economic situation in those two countries.

Those are, I think, the main points that T was anxious to bring out,
but T would like, before perhaps going into further details, 1f the
committee wishes me to do that, to leemphtmm the fact that T feel
that the Congress should, just as soon as possible, begin examining
the question of an organization for any relief program or the h.nullmg
of any relief progr: am.
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I notice that, in his testimony to you, General Marshall said that
as soon as any such organization was set up, this interim aid program
could be turned right over to it. My own feeling is that with the
difficulties that are inherent in trying to make a careful calc¢ulation,
trying to adjust that caleulation to our own domestic economy, the
sooner that organization can be set up the better. In fact, I would
almost wish that we did not have this haste with respect to any ques-
tion of mterim aid, in order that that could be the first matter to which
attention would be given.

Apparently the Harriman committee and General Marshall him-
self are in agreement that there must be a new agency created. The
form of that I am assuming the President will speak of on Monday.
I gathered from the teatlmunv given to you by General Marshall
”hlt he mtimated that the Pl‘?‘»l(lt‘]]t would lay out that on \I(m(] ay.
But I think our whole committee feels very strongly that that is an
extremely important item. It is an extremely important item both to
give confidence to the American people that if any dollars are appro-
plmtml for the purpose of the program, they will be properly spent
and that, before the dollars are asked for of the Congress, there can
be a very real and exhaustive scrutiny, one that will stand up, made
of the requirements that are submitted to us.

Thank you, Mr. Chairman.

Chairman EaroN. We are greatly impressed by the fundamental
character of your studies and your presentation of them. On behalf
of myself and other economic illiterates, I would greatly appreciate
it if you would elucidate what you mean by *“balance of payments,”
a phrase that I notice you are rather fond of using. Of course, we all
understand perfectly the difficulties of ba]am-mcr payments for our-
selves, but it i1s in the international sense to which T am referring.

Mr. Herrer. The balance of payments as I under staml it is a table
showing how much a country pays for what it imports set against
what it receives for its exports. When it must pay more than it
receives there is a deficit in the balance.

The balance-of-payments problem becomes a very complicated one
these days, because the countries of Europe are exporting a consider-
able amount in the form of goods to each other, but they receive the
currency from the other countries, a currency that is no oood as far as
purchasing things in our markets are concerned or so far as purchasing
them in the dollar areas are concerned.

What upsets the balance of payments is that all currencies are
nor universally ‘good. And today unhappily there are only very

few that can pm(lmw the types of scarce commodities which so many
areas of the world now require.

Chairman EartoN. Does your analysis then forecast the possibility
that the American dollar will ev entlnlh become the medium of ex-
change among mankind ?

Mr. Herrer, I do not know whether it will be the American dollar—

Chairman Earon. Of the measure of exchange?

Mr. Herter. It might very emlv The Bllfl“\h tried to make the
pound convertible not long ago in ‘the 11()[)(’% that the pound sterling
would become the world currency again. That experiment did not

last for very long.
o =
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Chairman Earox. Is it the opinion of yourself and your committee
that a currency of that description is necessary if we are to have a
permanent world economy ? :

Mr. Herter. The setting up of a currency of that kind depends en-
tirely upon what the internal situation is In a great many countries.
There is no use in just having a currency unless you have conditions
within the country that can maintain a balance so that the currency
remains good. Otherwise it will get completely out of balance all
over again.

Chairman Earon. I do not want to detain you too long, except I am
interested in your emphasis upon the organization to be effected.
I think the members of this committee, including the chairman, are
very deeply sympathetic with you on your position. DBut the question
arises, if this is really an emergency, this mterim-aid problem, of the
sort that has been described, we must consider the time that 1t would
take to create an organization to handle 1it? In other words, 1t would
be a case of the doctor spending so much time packing his case of
medicine that the patient died in the meanwhile. Have you any re-
marks to make on that point/

Mr. Herter. Yes, sir. The recommendation of the committee—
I am speaking now of the committee as a whole—was that if in this
special session it were not possible to set up an organization of the
type recommended or some similar type, if it could not be done within
the special session, then some interim aid through another form. would
be required.

I am not quite persuaded of General Marshall’s statement that this
has got to be done by the 1st of December, because I think if you will
look again at these tables in the blue book before you, you will see
that there are some availabilities for both of these countries after
December 1.

So I do not think the question is quite as immediate as the Ist of
December. I think the 1st of January would probably be a dead line
from the point of view of Italy. . .

Chairman Earox. Mr. Bloom

Mr. Breoar. Mr. Herter, have you gone over this tentative or pro-
posed bill before the committee now, sir?

Mr. Herrer. Yes, sir; I have, just very rapidly.

Mr. Brooy. I was very much interested, Mr. Herter, to find that
you only found two objections that you could make to the bill. One
was a suggestion to amend the present relief legislation which was
passed by the Congress and the other was to have the Congress try to
regulate the balance of currency of the respective countries. Those
were the only two objections you found in this legislation; 1s that
right?

Mr. Herrer. No, sir; I would not say that. I did not want to
dwell at length on the bill itself for the reason, sir, that I gathered that
a good many points had been raised in the testimony that is already
before you questioning certain wordings of the bill that are very broad.

Mr. Broom. I am not speaking about the wording of the bill but the
bill itself. Let us take the wording of the two parts of the bill to
which you found objection, as regards the balance of the currencies
and also as regards amending present legislation.

Mr. Herrer. T might refer back to the bill, on which I have some
notations, if you like.

George C. Marshall Foundation, Lexington, Virginia




EMERGENCY FOREIGN AID 145

Mr. Broos. Yes. I know that I personally would like to know if

vou have any other objections.
" Mr. Herrer. Beginning under the heading of (a) on page 2 you
have a provision for the procuring or providing of funds for the
procurement from any source, by manufacture or otherwise, food, seed,
and fertilizer; and then at the end of that section for such other com-
modities as are necessary for the accomplishment of the purposes of
this act.

That is, of course, a very broad provision.

Mr. Broom. It is broad in the way of commodities; is that the idea?

Mr. Herter. It is broad in that sense and it is broad in several
senses. In the first place, they can either procure or provide the funds
for the procurement, which would mean giving all of this money,
the entire amount as it stands now, to imewn cgovernments, in order
to procure for themselves. It is just as broad as th t, the way it is
worded.

Myr. Broom. You do not think it means that. do you?

Mr. Herrer. I am merely pointing out to you the language of the
law or of the bill as it stands. The reason I have not commented on
this is that I think members of the committee have d]l&‘d(l\« questioned
that language and it has been discussed some in your previous hearings.

Mr. I:]t:u\r The word “commodities” has been t|110-th>119(| but if
vou should be given a list of commodities, that should satisfy the use
of that word ?

Mr. Herrer. If there is a list of other commodities; ves.

Mr. Broom. A list will be given, I am sure of that. But that wonld
satisfy that point, would it not ?

My. Herrer. In addition to that, the language “from any source” I
presume means anywhere in the world. My own feeling is this, that
sometimes it might be advantageous to make some procurements
outside of the United States, but 1 think that the telegraphing of the
punch—I would put it that way—saying that these dollars are avail-
able for purchase anywhere in the world, will mean that you will
immmediately have every nation in the world insisting that dll\'t]ll]l“‘
that they may have to provide should be purchased in dollars.

Mr. Broos. Do you really mean that?

Mr. Herrer. T mean it very definitely. And T will give you a case
in point,

The Italian Government recently concluded an agreement with
the \1uentmv on a peso-loan basis for the purchase of Argentine
wheat. T am absolutely convinced that if the Argentine had known
that dnlldls might be made available for the pul(hdw of that wheat,
that loan would not have been made.

M. Broom. Of course, there is a reason for that:; I do not know
whether you know it or not—that is, with reference to the purchase
of wheat from the Argentine. You know, the Government of Argen-
tine controls all the \\hv at. They buy it all, do they not ?

Mr. Herrer. The Government of the A 1<-'vnt|m=”

Mr. Broosr. The Argentine Gov ernment.

Mr. Herrer. Absolutely.

My, Broom. Controls all the wheat. They buy at about $1.35 and
sell it for $5 a bushel, is not that right ?

Mr. HerTEr., Yes.
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Mr. Broom. That is one point. What other point is there? I would
like to get the objections that you have to this bill.

Mr. HerTer. As I say, sir, I have not studied this bill with great
care, but if you like, I will 2o on with it.

Mr. Broom. Noj; I just wanted to know if those were tha only two
points, because if they were, I think it is a very good bill. I think it iy
a very good bill anyway.

M?. HERTER. May I reemphasize this point that I made in the
beginning

Mr. Broom. Please do.

Mr. Herrer. I do not think it is a very good policy, having had three
different types of bills last year dealing with interim relief of one
kind or another, again to (hanf_re the form into a fourth type of bill
for another interim-aid activity. I think it would be very much better,
if it were possible for us to take the pattern of one of those you have
already set up and work on that lathel than to bring in all of the
controversial matters that are likely to arise thlmlfrh having an
entirely new one.

Mr. Broom. I am sorry I am in disagreement with you on that point
because I do not think you can amend any act now in existence to fit
this situation. I think this has got to stand by itself.

Furthermore, Mr. Herter, as I stated to the committee the other day,
I think there is a psychological effect on these countries by having a
new bill that deals only with this aid and interim aid to the three
countries, and later on the other countries. I think it would have a
great psychological effect on the different countries instead of our
tlkmo' an old bill and amending it. You cannot do the same here
with this as we did with 1eg(11d to UNRRA, because there the only
thing we did was to increase the amount of the appropriation from
$1, ")5{1 000,000 to $2,700,000,000. You must cut out certain countries
here and add other countries. I do not think it would be advisable to
do that.

Now, Mr. Herter, with reference to the funds that you say were
blocked or frozen in 1941. Was not most of that money that was
brought over here or sent over here by nationals of France and other
(Oll]ltl‘l(‘% brought over before 1941 and blocked afterwards? That is,
the law was passed after the funds were blocked in this country?

Mr. Herter. That is correct.

Mr. Broom. So that these people had a perfect right to believe that
if they sent their money to this country and this (‘()lllltl y blocked their
money, and there was no law in existence in France or any of the other
countries with reference to what use should be made of this money—
do you not think they had every reason to believe that they were Just
as safe or that their money was just as safe in this country as their
body would be in this country if they came over here? I think the
Government has acted wisely and fairly in refusing to give a list that
the French Government asked for, because the money was placed over
here under certain conditions; the law of France, or of the other
countries, was not retroactive and they had every reason to believe that
the money was safe over here. Is not that right?

Mr. Herter. You are probably correct, sir.  On the other hand. the
law of the country to which these people belonged was changed. They
called on their own citizens to assist them in the difficult financial
plight in which they found themselves.
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If you will notice, on page 21 6f the report from the State Depart-
ment, one of the assets that 1s listed for France, in the amount of $35.-
000,000, is in the liquidation of French dollar securities. Those are
items that have recently been reported to the French Government by
French citizens. Some French citizens are not reporting their money
and it is merely a question whether we should protect them or not. I

said it was a qtmstmn that should definitely be considered by the Con-
gress in connection with the over-all problem.

Mr. Broom. Mr. Herter, with reference to the funds of the respec-
tive countries the disposition of which you say the Congress should
decide, if you had a million francs deposited in the Bank of Italy,
how could the Congress determine how that money should be disposed
of?

Mr. Herrer. T do not think it could determine the details of it
possibly. 1 think it could well determine the broad lines on which,
with agreement of the foreign countries, it could be used. I think
it is an 1important point that it should do so.

Mr. Broom. This money that was brought over and deposited, do
you not think that part of that money could be used over there for
services rendered, thereby saving United States money; and do you
not think that the administrative committee handling the long-range
plan or the tentative plan would have a better idea of how that money
should be disposed of than 435 Members of the House and 96 Senators?

Mr. Herter. I think so, within certain broad principles laid down
by the Congress, T think they most certainly would. What I am
objecting to in this bill that it is now done without those broad prin-
ciples necessarily being laid down and it is being done just for two

countries, and would set a pattern at once in the interim aid program
that I think ought to be saved until the over-all problem is considered.

Mr. Brooy. 1 agree with you, Mr. Herter, that if the plan laid down
in the tentative l{‘l"h]‘lhnll that we have before us were to be adopted,
[ think the administration of the long-range plan or the tentative
plan should say how this money is to be spent or what is to be done
with it. I do not think the Congress knows anything at all about it.
[ think that if you brought it to the Congress you would worry them,
unl they have enough to worry about.

I do not think that either one of your points, Mr. Herter, as far
as I am concerned, have anything to do in the strengthening or the
weakening of this bill.

Mr. Cureerriern. Mr. Herter, getting back to the balance of pay-
ments, I want to see 1f 1 understand you correctly.

A country makes a statement of requirements like food, or maybe
leather goods, or so on. Then they list their assets, is that right,
that thm will get from exports or other sources?

Mr. Herrer. Or what they may have saved up.

My, Cuarerrrrerp. Or what they have on hand, all their assets, and
they subtract that from their requirements. That will leave a deficit,
and that deficit is the balance of payments, is that it ?

My, Herter. They do not necessarily list their assets. They list,
in a pure balance, what they expect to export as against what they
v\pmt to import, and the di fference between them 1s the offset in their

balance of payments.
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Mr. Curperrierp. I eall it a deficit. I do not know whether that
1s the proper term or not.

And then the amounts that are requested in this mterim aid by the
State Department to meet the needs of the countries involved are based
on those deficits; is that right ?

Mr. Herrer. That 1~\1wht

Mr. Crrperrierp. That is the w ay that the amount is determined?

Mr. HErTER. Yes.

Mr. Currerrienp. So it does not make much difference if you pay
for a certain amount of food because that \ull allow other assets to be
used for steel, cotton, or something else ; or, turn the situation around,
if you pay for the steel, cotton, or stnlletlling else, that makes other
assets available for food

Mr. Herrer. That ig right, and that is just the way that it is set un
in here.

Mr. Careerrierp. Exactly; so when you are talking about feeding
peoples, you are doing a lot more than that—you are setting up
a formula of requirements, not only of food, but of other things neces-
sary for these countries to keep them from retrogressing.

Mr. Herrer. That is right.

Mr. CareerFierp. And that will keep their economy up; but if we
put this out as giving food, fertilizer, and pesticides that does not give
the picture at all?

Mr. Herrer. No, sir. This is exactly a balance of payments, but
those items have been picked out and set to one side and not all have
been picked out. There have been left behind coal, petroleum, and
other things to be paid for in dollars, or to be paid for through bank
Joans that are not put in the grant-in-aid column.

Mr. Cureerrirep. Exactly. There is a list of a great many com-
modities that are needed in these countries. I wonder if you, or Dr.
Elliott, or someone, could tell me what figure you found for the wheat
crop in 1947 in Italy.

Mr. Herrer. You will find that in this Italian report. You will
find it on page 8 of this report under the heading “B.” estimated 1947
crop, divided into wheat, rye, barley, rice and corn, making a total,
roughly, of 714 million tons.

Mr. Cureerrienp. And if you mutliply that by 37 you will get the
number of bushels?

Mr. Herrer. That is right.

Mr. Cxiperrrenp. And if that amount was greater, for example, so
far as wheat is concerned, by 44.000,000 bushels than the amount the
State Department uses for an estimate, they probably would not need
as much wheat, would they?

Mr. Herrer. As a matter of fact, the independent estimates that
have been made by some of the leading authorities put it anywhere
from 500.000 to 1,000,000 tons higher than the figures given here. That
is shown within the report itself.

Mr. Careerrienp. Also, the State Department figures are lower than
yours by some 44,000,000 bushels, as I recall it.

Mr. Herrer. That is our best estimate. I think the State Depart-
ment has taken the same ficure as that provided by the Italian Gov-
ernment. The State Department, on the other hand, has put theirs
on a 6 months’ basis rather than a yvearly basis of availability.
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Mr. CureerFierp. You pomt out that in their report some of the
estimates were much larger than others.

Mr. Herter. Yes. In “addition to that there is a very real question
involved in the Italian picture, and that is as to how much grain can
be collected from the farmers themselves, and I think the best esti-
mates are one-half million tons more can be collected than the figures
given in the official Ttalian figures.

Mr. Careerriern. Thank vou ver y much, Mr. Herter.

Mr. Kee. We have about two que-t10n-. it seems to me, that are
extremely important in this. The first is whether or not interim aid is
required by certain countries in Eumpc and the second is the amount
of money Congress should appropriate in order to furnish that aid.

As T understood your statement, your committee while in Europe
investigated the requirements of certain of these countries; is that
correct

Mr. Herter. As well as we could, with the ficures then available.

Mr. Kee. On the ground you investigated these requirements. You
mvestigated the requirements of France and of Italy; is that correct?

My III rRTER. That 1s correct.

Mr. Kee. Those two. Your investigation did not apply to Austria?
Mr. Herrer. It did apply to Austria. The chairman of the sub-
committee who was in Austria is not here. I think that Mr. John
Vorys of this committee was in Austria. It is my recollection that the
information he then received there was that there was no need for
interim aid ; it was never raised, and that it was not anything requiring

action in a spv(l 1| aeasmu

Mr. Vorys. That 1s correct.

Mr. Brooa. Is that in Austria?

Mr. HerteEr. Yes, Austria; not in the other two countries.

Mr. Broom. May I ask, what section of Austria?

Mr. Herter. I think., sir, that question had better be addressed to a
member of that committee who was in Austria and went over that
problem. I did not go to Austria, so I cannot answer it first-hand.

Mr. Kee. T will be content to address that question to the member
of the committee when he comes on the stand.

In checking these requirements as to Italy and France, did you also
check your {1”’1]19\ and compare them \\ltll the estimates of the State
])v})tlll]]{‘]!l tll at were presented by the Szeretary of State Marshall
of those requirements?

Mr. Herter. No. siv. We did not at that time, for this reason: In
the case of France, for instance, it was not until the last day we left
France that we were even able to get an approximation from French
officials themselves as to what they required. and those ficures do not
check in any respect with the last figures that have been submitted
luw or the various changes that have been given us since we came
back to the United States.

Tn fact, I could show vou—I think Mr. Richards of your committee
was on the Ttalian (Hllll‘lli“(‘!' that we tried to make a balance sheet
on Italy coming back from Europe. We tried to make a balance sheet
of the resources that were actually available to Italy, those that might
be made available. those that pmlnhl\ would be made available in an
interim period : and we reached cer tain conclusions based on that.
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I happen to have a copy of that table here. The figures that have
been given to us since that time have very little relationship to those.
As a matter of fact, a great many things have changed and changed
very rapidly. For instance, you will notice in the statement of the
State Department that of the $100,000.000 ) Export-Import Bank loan
to Italy, only $55,000,000 will be available in this interim period up to
- March 31. Our own information a week ago was that the E xport-
Import Bank would make all of that av ailable if the proper contracts
were signed with Italy, and there was to be included in that an item
of $46.000,000 worth of coal. That coal has, in large measure, been
shifted from the Export-Import loan to the grant- in-aid ficure that
appears in this table. ‘We were not familiar with the shifts in dollars
that had taken place until these figures were actually submitted. We
were doing the best we could to get some figures to use for whatever

value they mwht have, and we were using the latest figures the Treas-
ury and the State Department gave to us. Those were revised and
revised, and, as I say, on Monday the figures that were presented here
were quite different from the figures that we had been working on a
few days before.

Mr. Kee. I have no disposition to inquire as to the particular items.
I am going to ask you whether or not you had access to the sources of
information from which the State Department based its estimate of
requirements?

Mr. Herter. I think so,sit.  On the other hand, we were in Europe
in the month of September, and if you take crop estimates, they keep
varying from time to time. Congressman Andresen, who was sitting
in the back of the room, was chairman of our agricultural committee.
He was trying to get the very best figures that llc possibly could as to
the requirements and the actual crop prospects in each of these coun-
tries, as to the deficit there might be as between the two. We have
checked those just was well as we could when we came back here. With
the figures that have been collected by the FAQO, the ficures collected by
the Emergency Food Council and others, our own Department of
Agriculture, we have done the very best we could to check all of the
figures so that we felt whatever figure we were able to offer you would
be as ne: wrly accurate as possible.

Mr. Kee. The point that T am trying to get at is that the State De-
partment, represented by Secretary Marshall came to this Congress
and asked for an appropriation of $597,000,000 for this interim aid.
They base that request on certain estimates of the requirements of
these three countries. T think it is a very wise thing for vour com-
mittee to make the investigations which you have made, and T take it
that the State Department has also made a very exhaustive investiga-
tion. What I would like to know is whether vour committee has deter-
mined whether or not the State Department is correct, substantially,
in its estimate of the requirements for these countries, or whether this
requested appropriation should be either increased or diminished.

Mr. Herrer., T think that T can answer that simply by saying that
we are convinced that the requirement fieures are ]ll(ihd‘)]\ reasonable
fisures, but there is a vast difference between requirements and what
is available, and it is the availability that T am trying to stress. If
one makes appropriations for requests for requirements and the actual
eoods are not there, the individual who expects to receive the goods is
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likely to be bitterly disappointed and will somehow feel that we are
holding back. I feel that it is only fair to foreign nations to be com-
sletely realistic as to what is available.

Mr. Kee. You mean it will go to those nations that require these
ooods?

"~ Mr. Herter. That is right.

Mr. Kee. Would you say that we are justified in making the appro-
priation requested by the State Department under the circumstances?

Mr. Herrer. I think, sir, and 1 hope you will, yourselves, examine
very carefully the differences in estimates that we have made from
those that have been submitted as to what is available. Then the
question that will be before you will be whether to appropriate money
-for that which is not available, or not to do so. It is a question of very
fine judgment as to what should be done in that case; but what I am
afraid of 1s that i1f you make dollars available under the heading of
commodities as they are broken down here, as, for instance, wheat,
and wheat i1s not available, the mere fact that has been done will l('ld
nations to believe they can get that much wheat, and I think it is
mnl\' air to them and everyone concerned to make it clear there is not
going to be much wheat.

Mr. Ker. I take it that the premise on which you are basing your
argument is correct, sir, but the State Department comes to us with
the statement that these commodities are available and they ask for
an appropriation. I take it our committee will go fully into the
question that your committee went into before we get through with
this, but what I was after was to get the results of your committee’s
imvestigation and your opinion as tu whether or not this appropriation
was the proper one to male.

Mr. Herrer. Well, may I point out in the Italian report, in the table
at the end, the figures that we have arrived at there, the difference
between the figures of the State Department, as submitted in this
document, aml our figures is roughly $100.,000.000—some $40.000,000
on the cash resources side and $60,000,000 on the goods just not being
there.

Mr. Kee. And your conclusions in that respect are shown in the
document that you have filed with us?

Mr. Herrer. That is correct. That appears in the document that
we filed with you.

Mr. Kun. I take it the same question will arise as to the long-term
over-all program.

Mr. Herrer. 1f T may just say a word on that, the very question
you raise is the question that is uppermost in my mind on any type of
program. All the members of this committee that went abroad, or
other Members of the Congress who have been abroad, I think can
testify to the fact that a sereening of requirements is one of the most
difficult operations in the world, and it is ver y technieal.

For instance, I would have no more idea, as an individual, as to
wnether Italy required 50,000 tons of coal a day or 100,000 tons of coal
a day, and I doubt if anybody else could tell you that unless they knew
all about Italian industry, what they were consuming, what their rate
of development was, how much was required for industrial coal, how
mmh for heating coal, and really were expert in that particular field.

I do not think we have today anywhere in the world set up an expert
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staff that could do a close enongh sereening job of other people’s re-
quirements to make much more than somewhat of an informed guess.

Mr. Kee. I think we all understand, Mr. Herter, that on this matter
we are all working on estimates and that estimates are more or less of
a guess, no matter what sort of information you base them on.

I thank you.

Mr. Vorys. Mr. Herter, I want to say first how much I appreciate
the organizing job that you have done in the past few months, both
in organizing our inspection trips and in organizing and directing
us, and the staff in these studies which T feel will be so helpful in the
problem that the Congress faces. You have done a fine job.

You mentioned a few minutes ago that the supplies for France for
wheat were for 5 months, and 4 months for Italy. I found the 5-
months’ figure and that the program was to run mml April 30 instead
of March 31, the interim aid program. I asked Mr. Lovett about that.
Here is what he said. I pointed out the fact that the French wheat
ran until April 30, as shown in the blue book. Then I a*slm(l him,
“Now, is there a 5 months’ program for wheat in Italy?” He said,
“Yes; it is on the same situation throughout. We are dealing with
this on the basis of time. At the present time the dollars have to be
spent in order to have the pipe lines maintained in a constant flow.”

Then 1 went on and said, “Well, as you just look over the thing, if
this 1s in fact a 5 months’ ploﬂ‘l am rather than a 4 months’ prorrmm,
that would G\])ldll] why it is so big, and that 18 why I am anxious to
find out whether in general there is a program that represents that for
having the pipe lines full in M: arch 31.

Mr. Lovett said, “That is right.”

I read his testimony because I do not want to trust to my recollec-
tion. Apparently what I thought was going to be a 4+ months’ emer-
gency interim aid proposition, to keep ’r]nw countries going until
March 31 is a program to keep them all going to April 30.

Now, on further analysis of the statement, it Innlw.ls if only 4 months
are included for Ttaly.

Myr. Herter. I think that is explained by the fut that the relief
program of last year, voted by the Congress, was covering the Decem-
ber requirements. In other words, there will be deliveries all through
the month of December based on purchases currently made, so that in
effect you could move the entire Italian wheat program and coal pro-
gram from January 1 when the pipe line would run out to April 30.
I think that is the difference, that there are funds available for earlier
purchase which carries through the whole month of December.

M. Vorys. May I point out this, that what T thought the President
mentioned as a March 31 program is an April 30 program, and as far
as I can see. the only emergency involved here 1s the possible emergency
that Congress will not have made up its collective mind about “what
to do in 5 months instead of 4 months.

Mr. Herrer., No, I do not think that is quite correct. T think that
there is a 6 weeks’ lag, roughly, between the time money is made
available to huy wheat to the time wheat is delivered. In the case of
coal, T understand the payments are made at seaboard when the coal
reaches seaboard. They have to be made at that time. The lag is a
shorter lag. The wheat lag is the longer one, running from 30 days
to 60 days. roughly, and if no further money were available by March
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51 under the program deliveries would be made during the month
of April, but then if money only were made available to the month
of April, nothing could be delivered in the month of May and you
would have to go a whole month without (m\tlunn_ at all.

Mr. Vorys. A[)]mlem]\' this whole program is based upon a full
pipe line on March 31: is that correct ?

Mr. HerTeEr. That 1s correct.

Mr. Vorys. Now, feeling as I do, that we have to have a long-range
program to cover not only western Europe but other places in the
world, I do not want to get into a situation where Congress takes
an interim bite and thinks that everything is settled. I think if
we are going to have a long-range program it does not make much
difference, quantitatively, whether the short-range would end in March
or April, and T am hoping that our machinery gets into effect some
time before that.

Mr. Herter. I fully agree with you on that; otherwise I think we
are going to have another emergency i March and be asked for
another emergency appropriation.

Mr. Vorys. I am hoping that we can get away from these recurring
emergencies of the past year or so.

Now, you mentioned ‘about the French resources over here. T be-
lieve that you obtained some information. Is that available to the
committee ? '

Mr. HerTer. Yes. I think that i1s entirely available to the com-
mittee because there was nothing secret about that, and, as a matter
of fact, that is given in our French report here—the committee’s
report.

Mr. Vorys. Just state what that was.

Mr. Herrer, The ficure given by Mr. Monnet was a minimum of
$2.000.000.000. The Bank of International Settlements made a sep-
arate statement in July, and their estimate is $3,400,000,000 concealed
i France in gold. dollars, and Swiss franes.

Mr. VUI:YH. o that one of the things that any interim or other pro-
gram is doing is to create conditions that will coax the French to
b ring the “‘()'[l out of hiding; 1s that true!?

Mr. Herrer. I do not think anything will do that except restoring
confidence in the currency of the country.

Mr. Broosr, Did not the Germans do 1t 7

Mr. Herrer. They brought it out very quickly. When there 1s a
sufficient inducement to have it come out., they do it very quickly.
In 1926 and 1927 it eame out when the franc was revalued. It came
out at such a rapid rate that it caused a monetary problem at the
maoment.

Mr. Broom. In 1870 they brought it out in 48 hours.

Mr. Vorys. One more question as to the nature of the mterim legis-
lation for interim aid. You will remember that Public Law 84, the
relief assistance bill. was debated up and down the corridors of
Conoress and that a lot of limitations were placed in there and
relief assistance is funetioning under that bill at the present time.
No (l””ht yoiul saw 1-,”]11(1[]1]]}0 of tll(' W :I\ that 1t 18 I)('l]]‘_‘: rl(hn”]l‘*f(‘](‘{l

Mr. Bloom asked you to eriticise In detail the new proposal. 1
would like to ask you the question in reverse. Is there any part of
Publie, 84, the limitations and restrictions in there, which in your
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judgment would not eventually be put into any relief bill that will
2o before Congress now ?

Mr. Herrer. 1 would think that it would be very likely that the
debate over each one of those limitations would be apt to arise all
over again.

Mr. Vorys. There is one limitation in Publie, 84, that Mr. Lovett
brought up yesterday about the restriction on offshore purchases to 6
percent. e thought that was crippling. It seems to me if that fig-
ure is a mistake it could be adjusted by simply changing the limita-
tion, and I have heard the figure of 20 percent would be sufficient to
take in all foreseeable oﬁshm e punlmsee Could you give us any
thought you may have as to a change in that figure, w hether it would
be bad, good, and about how much of a change would be needed?

Mr. Herrer. I would think that a fioure of 20 percent—and I have
not given any thought to it—would be flmple

Mr. Vorys. Now, the select committee made a tentative recom-
mendation that interim aid might be handled through the Export-
Import Bank and the ( ‘ommodity Credit Cor poration. We were told
in the testimony yesterday that the Commodity Credit Corporation
i5 already being used in the procurement of commodities under
Public, 84.

Do you know of any changes in the law which would be necessary
for the Export-Import Bank to proceed to take up such part of this
program as would not be distinetly relief and come under the relief
bill #

Mr. Herrer. No, I feel all the items outside of what you might

all the fuel, food, and fertilizer items are already cont tained in part
in the Export-Import Bank loans, and that some future and further
ones are (nntemp]ltetl in the balance of the Italian loan which i¢

railable today. There would be another way, if you wanted to do it.
H the Commodity Credit Corporation were authorized to purchase
the fnml fuel, and fertilizer essential to meet this balance of pay-
ment item, to meet the immediate necessities of these countries, the
remaining items could well be taken care of, I imagine, through that
type of loan.

There is a requirement in the law that any loans made by the

Sxport-Import Bank must show a reasonable chance of repayment :
they do not necessarily have to have security, and they have not
always had security, but they have to have a reasonable chance of
repayment in the exercise of the judgment of the directors. And I
think that most of the loans have been made on that basis, and cer-
tainly under the present management.

Mr. Vorys. Under Public Law 84 there is a provision that author-
izes the Reconstruction Fi inance Corporation, despite the provisions
of any other law, to advance $75,000,000, before appropriations are
made, to be reimbursed out of appropriations. By two or three word
amendments the RFC could be authorized to make advancements to
finance the relief part of this program without taxing the appropria-
tion committee’s services in order to achieve speed.

Mr. Herrer. T do not know about that. I know the law was
changed last year so that the Reconstruction I*mm('v Corporation
could not continue loans for foreign purposes. see Mr. Wolcott
sitting directly behind you and 1 think he could answer that question
better than 1.

George C. Marshall Foundation, Lexington, Virginia




EMERGENCY FOREIGN AID 155

Mpr. Vorys. In any case, by merely changing the words Recon-
struction Finance (m‘pmatlun to X-M Bank the p}ekent law, Publie,
84, could provide for interim financing of tlw interim aid program.

Mr. Herrer, I think that is pmbah!\ correr

Mr. Vorys. Now one other thought: In the statement of require-
ments on page 20, of the blue book from the State Department, they
have set up foods, fats and oils, and petroleum products, in table
2 of items that France must procure from her own resources, and
they have got in table 1 some $120,000,000 of coal to be supplied to
France in the interim aid program.

It just happens that I feel that space-heating coal to keep peo-
ple warm is proper relief and that industrial coal is something that
ought to be paid for like any other commodity and that it Ollﬂ'h'( to be
financed through the Commodity Credit Corporation or the Export-
[mport Bank.

Have you been able to find out whether any break-down has been
made between the amount of coal needed for relief fuel, to keep people
from freezing to death, and the amount of coal needed for industrial
purposes ?

Mr. Herter. I cannot say that there is in this document any such
break-down.

Mr. Vorys. Would it not be possible for France, through loans to
them, to procure some industrial coal from the United \tdtes and
coal from Germany?

Mr. Herrer. You have petroleum in about equal amounts, in the
two categories. In one case it is $23,000,000 and in the other case it
15 $22,000,000, and I do not see any break- down, and I do not know
why that distinetion has been made.

Mr. Vorys. If we must have an interim aid program largely be-
cause Congress just will not have the time to attempt a 10110' range
program, do you think it makes much difference whether we “finance
this interim aid program out of Export-Import loans or finance it
through 11111)01111(]111;1 local currency subject to ‘our controls as is
provided in the relief bill?

Mr. Herrer. If it were going to be done by financing it through
some new means, I think it ¢ nuld be done by (nmlnmnﬂr the C ommmlltv
Credit Corporation and the Export-Import Bank; in other words,
you might have one category that you are going to finance by the
((mnnmllt\, Credit C mpmatmn. as grants in “aid, and the other cate-
gory throngh money to be borrow od through the X-M Bank, and in
case that is done as the X-M Bank is an m(lependent establishment, it
might take some change in the law which requires them to make loans
for certain purposes.

Mzr. Vorys. If we impound the local currency, under the provisions
of Public, 84, then the United States and the C(mcness would simply
be holding the question for consideration as to w hat was to be done
when it got around to considering a permanent program.

Mr. Herrer, With respect to loans.

Mr. Vorys. Yes.

Mr. Herrer. That is what is done under Public, 84.

Mr. Vorys. Yes; thank you.

Chairman Eaton. I have just received a communication from a
distingnished member of the committee suggesting that unless we
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shorten up the interviews between the members of the committee we
will be here until midnight., I raise the question that was suggested
to the gentleman who follows.

Mr. Ricuarps. First, Mr. Herter, I would like to say that, having
served under you on the committee on European relief, I have found
you at all times indefatigable in your labors, a sleuth hound after the
truth, and absolutely nonpartisan in your handling of your committee
and in your approach to this pmhlem

Mr. Herrer. Thank you very much.

Mr. Ricuaros. I believe your committee recommended that if an
interim aid program is adopted that the Government use the E Xport-
Import Bank and the Commodity Credit Corporation as the agencies
to handle it. Now is it your idea that these agencies should “be the
purchasing agencies and then vest in existing relief agencies the dis-
tribution and the handling of the program, or w ould you say that
these agencies should do the purchasing and the distribution too?

Mr. Herrer. Do the financing.

Mr. Ricuarps. And you would utilize the existing relief agency
under Public, 84 7 :

Mr. Herrer. I would not create any new agencies for the interim aid
unless you are really considering the matter very thoroughly.

Mr. Ricuarps. I understand your position to be that there is a
need for a long-range-aid program for Europe?

My HI‘RTI'R Well it depends a great deal on what you mean by

ltmu range.’

I do not think that any long-range program, of any kind, can suc-
ceed unless the nations of Lmupe do a ver vy great deal for themselves.
And I think that the Congress ought to w atch that phase of the situa-
tion continuously. If we do not et a proper currency situation in
these countries T think that any kind of a program that we might
adopt is not going to ameliorate the situation, that the money that we
would pour into there would be just a wasted effort, and I think that is
a matter that we ought to keep watch on from time to time on any
long-range program, over a number of years, if it should be adopted.
aml we nuohf to ieel our way, and if tho\, make progress, like sound
banking, try to help the situation alone.

Mr. Riciiarns. Do you feel that the nations in Europe are taking
effective steps along that line now?

Mr. Herrer. Well T am somewhat embarrassed in speaking pub-
licly on that subject. If you ask that in general words I would say
"V(; 7 1 think tlw European countries themselves made that very clear
in the 16 nations’ declaration they adopted in Paris, at which time they
made 1t absolutely clear that unlesa they did a great many things fm
themselves that lhev were really not chmble for clld.. and that thvy had
to do a great many things if their economic recovery was to be expected.

Mr. Riciarns. Do you feel that their inability to help themselves is
in a large measure the result of chaotic political conditions with
certain economic factors that tie in?

Myr. Herrer. 1 think that is true, that they have vmv grave political
decisions that will have to be made on the part of the le: :aders in those
countries to make this thing successful.

Mr. Ricnarpe. You do feel that there is a need for an aid program
in Europe right now ?
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Mr. Herter. 1 do.

Mr. Ricaagrps. But you feel that it would be unwise and cruel to
use those needs as a basis of creating expectancy which this country
may be unable to meet ?

Mr. Herter. That I think would be a very cruel thing. to lead them
to believe that we had surplus commodities, only to learn that they
were not actually available. T feel that approach would be a very
unfair one, to arouse expectations in any government or any people
unless we can actually perform.

Mr. Riciarps. I fully agree with you about that.

There is one mtrle of your viewpoint that I would like to have you
elaborate on. I do not think you meant to give the impression that
there 1s no need for perhaps a 3 or 4 years relief program in Europe,
did you ?

Mr. Herrer. No. I think if the proper progress is being made so
that the continued aid might be given to the point where no further
ald was required, that it nncrht well be continued, but T think we have
got to watch, and watch very carefully or we might get to the point
of a hopeless operation.

Mr. Riciarps. Do you think it would be unwise for the Congress
to (_‘t’lllSi(l(‘]_‘ a long-range program and a short-range program at the
same time ?

Mr. Herrer. It depends upon what you mean by a long range. 1
cannot conceive of any program ending abruptly at that time.

Mr. Ricuarps. T was thinking of a long-range program with funds
provided on a year to year basis. Funds for ‘the second year might
not be forthcoming if the program was llll‘--ll((("-w\flll the first year.

Mr. Herrer. Even today, in estimating for 15 months, of course,
we have no idea what the next year’s crop is going to be: it is impos-
sible, it is very difficult if not impossible to consider what may happen.

My, Riciarps. I am going to follow the admonition of my dis-
tingnished chairman and close. _

Chairman Earox. It is a great loss to the country and to the Con-
oress when the gentleman quits.  Mr. Mundt.

Mr. Muxor. Mr. Herter, first, T would like to say that I think
you have made a very fine report. I have scanned through it rather
hurriedly and expect to go into it in much more detail.

I think you are 1()()1\”1“ at 1t \91\ realistically when you bring to
the attention of the committee the facts that you have made avail: able
and these factors are something the committee will have to face before
it makes a final decision.

It I understand the prev ious testimony—I have read a part of it
and have heard a part of it—and your statement, there is about $100,-

000,000 difference between the State Department’s recommendation
and yourself. There is a conflict in figures both as to availability

Mr. Herrer. That is correct, but may I make an mtelple ation of
the ficures: There is an item of ‘p-[(}()”““[){} lt‘])lt“at‘llfln“ in effect
working capital which is left uut in the computation of Italian
assets, and you may very well feel is one that ought not to be con-
sidered as available. There is a very, very small reserve left in Italy,
which is the only working capital they have left, and they may feel
that ought to be left out ‘and not be included in the assets to ‘be im-
llli‘(llclil‘.]} spent.
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Mr. Muxpr. That would reduce the diserepancy to $60,000,000.

Mr. HerTer. To about $60,000,000.

Mr. Muxnpr. The difliculty in Europe grows out of the fact, one,
the shortage of food, in part by industrial lag, and in part by the
drought ; and second, the shortage of dollar e‘uhanﬂ'e I was in-
terested in the statement you ms ade in conmection with the possibility
of countries over there reimbursing the United States, or any other
contributing country, not in dollars, which they do not have, but to a
certain extent in currency, local currency.

I wonder if in your studies overseas you have gone into the ques-
tion sufficiently so as to be in position to advise whether the countries
in Europe do have an ability to pay with local currency, that is,
whether they could make payment in local currency ?

Mr, Herter. I think that would vary a great deal from country to
country.

Mr. Mu~npr. Of course that would be true.

Mr. Herrer. But I think that local currency can be made and
should be made available, and that if their governments are going to
get on a sound financial basis they are going to have to look the facts
b(lllalt‘]\f in the face; and unless they are going to be willing to make
some contribution to these very large qnautmes of food an(l fuel and
fertilizer they might as well not expect assistance over any long period
of time.

Mr. Muxpr. Would you recommend to our committee that as to
the loans made available to them, and as to the materials made avail-
able to them, that where and when the country overseas does have the
ability to pay out of their local currency that we would expect them
to do so, and leave to us the determination of what we will do with
the currency?

Mr. Herter. I would. That is all done in Public Law 84.

Mr. Mu~pr. Yes. I expect to touch on that in my testimony to-
morrow, because I feel that in this kind of program that where they
can make contributions they should make them. I think it would be
of material help to them from the moral standpoint and of real
financial value to us.

Mr. Herrer. I think it will ereate more self-respect in their dealings
between their government and ours.

Mr. Mu~or. It will result in more self- -respect and more efficiency.

Chairman Earox. Mr. Jarman.

Mr. Jarman. Mr. Chairman, along with other members of the com-
mittee, I, too, deeply appreciate the excellent w ay your work has been
done, Mr. Herter. 1 happened to have had some experience with such
trips, and I know that they involve a lot of work, and that one experi-
ences some strenuous times as well as hard work: and 1 am sure from
what I hear from other members of the committee that the duty of
every member was excellently performed under your leadership, and
I want to thank you for it.

Mr. Herrer. Thank you.

Mr. Jaraan. I know we all agree with you in the effort to get the
right answer to the (Ilw.lnl('onlmt with the State Dvpdltnu-nt as to
the amount of ﬂﬂ()__n()n.non. now $60,000,000 after the reduction re-
ferred to, and there will be other questions that will have to be
considered by our committee . We will consider all of the evidence
we receive without regarding any of it as sacred.
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You stated in your answer to the question by our colleague and
member of the committee from South Carolina that you consider this
an emergency situation ?

Mr. Herrer. Unless we felt that it was, there would not have been
the reason for setting up the special study of the interim aid bill for
granting relief.

Mr. Jaryax. Do you think that any new mechanism should be set
up, or could be set up, in time to handle this interim aid program ?

Mr. Herrer. That is something I would have to leave to the com-
mittee, because it is a matter of procedure.

Mr. Jarmax. You said that you were in disagreement with the
State Department as to the dead line being December 1 rather than
December 31.

Mr. Herter. Yes. I do not agree with the suggestion that it has
to be done by Dec mnhm (1 because I think there is enough to carry
them through that month.

Mr. Jarasan. Do you think that a new agency could reasonably be
set up and put in operation to handle the program by December 317

Mr. Herrer. That would depend entirely on the kind of arrange-
ment and the agreement as to what kind of an agency should be set
up. I do not think that it could be fully staffed and fully put into
complete operation in that period of time.

Mr. Jarman. T am in agreement with you in that doubt.

Now, you said as to the long-range program, that we find ourselves
engaging in a hopeless program, and that I judged you were referring
to the future, but you do not consider it hopeless now.

Mr. Herrer. I could not quite hear your question.

Mr. Jarmanx. You do not consider the long-range program as
hopeless now hn:n what you know of conditions now?

Mr. Herrer. I do not think it is hopeless, and we certainly would
not be studying it if we thought it was hopeless.

Mr. Jaryman. Now, \\hethel it 1s a long-range or a short-range pro-
gram, that is whether it is an interim aid or a l:mrr range program, the
situation in Europe cannot be relieved w ithout some supervision
and help.

Mr. Herrer. The purpose of our studies has been to implement our
knowledge of the needs and the kind of program that would be most
helpful.

Mr. Jarmax. Now, as to the coal that is being furnished from here,
and which was referred to in the question asked concerning coal and
food items: That coal and some of the food items are just as necessary
for the end we are working to as food, is it not ?

Mr. Herrer. I think it is very har d to give priority, but I think food
would come first, and coal probably as second, and third, raw
materials.

Mr. Jarman. In the long-range program I would imagine that coal
could be used to develop power plants to get industrial produetion,
and used in the operation of plants, and might be just as valuable to
our purposes as the heating of houses to keep people from freezing.

Now I would like to get information from an expert on the “balance
of payments.” Let us take this ex xample as an illustration and assume
that as between the United States and France that we ship to France in
a given period a billion dollars worth of goods, export a billion dollars

67810—47——11
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worth of goods, and during that same period France exports to us a
quarter of a billion dollars worth of goods, we would have a balance as
against France of three-quarters of a v billion dollars.

Mr. HerTER. Yes.

Myr. Jarmaxn. In other words that would be considered as a balance
of payments in our favor of three-quarters of a billion dollars.

Mr. HerTer. It is considered a favorable balance for us when they
owe the money to us. Sometimes it might be considered an unfavor-
able balance.

Mr. Jarman. Where there is a question of collecting what is owad.

Now, you also spoke about the use of currency of other countries, in
Italy and France, and I would like to ask you if that is not lhe
purpose of one of the international banks which has been established ?

Mr. Herrer. That is, through the Monetary Fund.

Mr. Jarman. At Bretton Woods.

Myr. HertEr. The Monetary Fund was set up under an international
organization, and it has résources today, of hard money in the amount
of $4,000,000,000, but even it cannot operate in the present chaotic
situation in those countries.

My, Jarman. I can understand that.

When you first spoke of the several billion dollars—someone has

said 2 and somebody else 3.4 of American dollars in hiding in France

my first thought was that such a condition might have lmlllte(l largely
from the opemtlon of the tremendous black llldllxet which I am sure
you have heard about. But when our former chair man referred to the
existence of a similar condition in 1870 I concluded that such is prob-
ably not the case. I recall having been offered 225 francs per dollar
by a man who accosted me on the streets, which I naturally did not
accept.

Now, is that where a lot of the American money is going now that
1s being so obtained ?

Mr. Herrer. Some of it is being hidden away, because the people do
not have confidence in the frane, and they feel the best way to conserve
their assets 1s to attempt 1 some way to get them into hard money.

Mr. Jarmaw. Is that the main cause of the black-market operations?

Mr. HerTer. No; the black market is really a reflection of what the
franc will buy in the w ay of commodities.

The exchange rate today is a completely unrealistic exchs mﬂ'v ate.

Mr. Jarmaxn. I have just one or two other questions. Are there
Italian investments in the United States which have not been reported
to the Italian Government?

Mr. Herter. I do not know of any. There are a great many Swiss
holdings in this country, and no doubt in some cases, perhaps, the
Swiss names that are used are not the real names of the owners.

Mr. Jarman. What about the same situation with regard to Italian
investments in other countries?

Mr. Herrer. I think there is very, very little.

Mr. Jarman. That is all, Mr. Chairman.

Chairman Earon. Mr. J(ml\man.

Mr. Jonxaran, Mr. Herter, I was interested in what you said about
not making commitments which we could not fulfill in view of the
reduction in the size of our corn crop, and perhaps in our winter
wheat erop, and that we might find ourselves 1n a position where we
could not continue further to furnish aid.
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I wonder if you would care to comment on the question as to what
extent the stepped-up program will affect that situation.

I find Public Act 84 plowdes $350,000,000 aid program which be-
came effective May 31, 1947, and by November 1 it has been in opera-
tion for 5 months, and that we had, up to that time only shipped some
$128,000,000 worth of goods, w hich leaves about $204,000,000.

In other words, if we are going to continue under the program pro-
viding the $350,000,000 at the same rate we have been going, by the
time this interim-aid bill comes along, by the first of ‘the year, we
will have to step up our exports under “the existing program, 400 per-
cent; and 1f the interim-aid bill goes into effect the 1st of January,
and we propose to export $597,000,000, in round figures $600,000,000
in say 3 months, that will mean we will have to step up our expmts by
800 percent as compared with what we have done so far this year.

Do you think we will be able to fulfill those commitments?

Mr. Herter. I do not think it would be possible to fulfill the com-
mitments at anything like that rate.

We have already e\pmted this year—will have. by December—have
shipped out of this country, three-fifths of the maximum figure that
we contemplated we could pr)&a]b]v export in grains.

I understand that the testimony of Mr. Harriman this morning
indicates an even lesser figure than we have used in this grain 1epmt

Mr. JoxsmaN. And that is what you mean when you say that
Congress will have to be careful in giving over-all consideration before
cmmmttmﬂ' ourselves on any such grand scale.

Mur. HI'RIIR I feel very deﬁmtolv that way, because I feel that this
is entirely outside of our desire to help, that it would not be helpful
for us to give people the feeling that we are going to help them and
then not be able to fulfill our promise.

Mr. JonkmaN. And when we do not have the commodities to do
it with.

I was also interested in what was brought out by the gentleman who
continues to apply Act 84; one of the reasons seemed o be that this
country was involved. Now is it not true that when Act 84 was passed,
that we were not committed to any definite country ?

Mr. Herrer. Noj in Public Law 84, certain countries were specified
and, as I recall, they were Austria, Greece, Hungary, Italy, Poland,
Trieste, and China.,

Mr. Jongman., As a matter of fact, Poland did not receive any of
it and Hungary did not receive any of it, did they ?

Mr. Herrer. Poland was deleted by the Appropriations Committee
when the appropriation was made.

Mr. Jongman. But was it not the intent of the State Department
or of the administration that if they did not wish to use the total allot-
ment, because we did not want to commit this thing to any one country,
that thev could use it in another'country, and have not they done that ?

Mr. Herter. That is true, but they have stuck pretty ulnsely to the
fioures. There is today, I understand, some question as to the reserve
thev held back for the international children’s fund and whether
or not they are free now to allocate all of the children’s fund. It is
my own feeling that should be definitely held together, because the
international children’s fund i is, at the moment, raising money from
other countries to meet the quota on which our promise was made,
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and I feel it would be a very unfortunate thing if that money wa
used for any other purposes.

Mr. JongmaN. In other words, do you feel we could meet the situa
tion, inasmuch as it has been definitely testified that the purpose, the
ultimate objective, of this bill is aid and not defense—that we could
reach the same o h|e(t1\ e by merely amending Public Act 847

Mr. Herter. That is my impression.

Mrs. Doucras. Mr. Herter, may I compliment you, too, on the very
fine job you and the members of your committee seem to have done?

Did I understand you ((JIIE(tl\ to say that from your figures you
found the pipe line would run out in Italy by December 317

Mr. Herter., Yes; definitely.

Mrs. Doucras. Then that would not conflict with what Secretary
Marshall said, would it ?

Mr. Herter. It is merely a matter of a few days.

Mrs. Doveras. What he said was that the appropriation would have
to be passed before December 1 so that the pipe line could be kept
filled.

Mr. Herter. Then there is a little misunderstanding. T think the
pipe line can be kept filled from Italy’s own resources through the
month of December. It is a very close thing, but if you look at the
fioures submitted by the State l)olmllmenl. you will see there are
funds available to Italy beginning December:

Mrs. Doveras. But if we do not pass 1]1]‘3 h]ll by December 1 we
cannot place the orders that will get food to Italy by January 1.

Mr. Herrer. No: T think on December 1, as you can see from their
statement there, thv\ still have funds available to them as of Decem-
ber 1, which will carry through that month.

Mrs. Doveras. I am t(l“\l]l(" about January 1.

Mr. HerTER. January 1 they will be all out.

Mrs. Doveras. But ‘we have to put in our order by December
in order to have food Januar y 1.

Mr. Herrer. That is right, but they can put the materials in the
pipe line in December w ith their own money. They would still have
money with which to fill their orders in the month of December.

Mrs. Dovaras. For January delivery ?

Mr. Herrer. For January delivery; yes. That is one place T dis-
agree with Gen. Marshall but T think his own ficures show, if you look
on page 43, the various resources that Italy can expect to count on
beginning December 1—9\pmt of goods and services, $77,000,000;
L\I)mt Impnrt Bank loan, $55.000,000: liquidation of blocked assets in
the United States, $10,000,000; treasury surplus, $22,000,000; POW
trust fund account, $15,000,000. And those are anulab]e as of Decem-
ber 1. They go over a period of time, but those items, together with
this $40,000,000 item we are speaking of, could carry them thr ough that
month, I think, if necessary.

Mrs. DOUGLAS. My understanding of the testimony given and from
a study of these le‘pmt% was that over and above what Italv 1s shown
to have as resources in this report, they will need further help. The
Secretary of qmtv testified that our aid to Italy should be forthcoming
by December

Mr. HERTER. It is a matter, really, of the interpretation of the fig-
ures for a comparatively short period of time.
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Mrs. Doucras. On the matter of availability, the old export figure
of grain for this crop year made by the Presu]ent’ Cabinet Food
Committee and 0. K.'d by the Department of Agriculture was 470,000,-
000 bushels, was it not?

Mr. HerteEr. Yes.

Mrs. Doveras. Mr. Luckman through his food-conservation pro-
gram seeks to save and therefore make available for export another
100,000,000 bushels. This would bring 1119 export figure of grain for
this crop year up to 570,000,000 bushels. The State Depaltment has
set their figure at 520, 000,000 bushels, thus allowing for a 50-percent
failure of Mr. Luckman’s food-conservation programi.

Mr. Hrrrer. I think they based it on wheat alone. As a matter of

fact, Mr. Luckman’s figure on wheat would only be 500,000,000. It
was 400,000,000 before, and with all the savings that might be made
by Mr. Luckman, it might be raised to 500,000, 000.

Mrs. Doveras. That is right, for wheat, and 70,000,000 other grains.

Mr. Herter. And 70,000,000 other grains. But the State De part-
ment wheat allocation is based on 520.

Mrs. Doveras. That was not my understanding. I think the 70,
000.000 was other grains.

Mr. Herter. I think you can get those figures pretty well straight-
ened out in this grain ahllldhlllt\ report we prepared for you. Dr.
Elhott says that Luckman f]“'lll{“-\ he 1s trying to get -HJH{IUOHOH to
500,000,000, His wheat h"lll(‘ was —1“0(1““()(10 and he is tnllw to
get 500,000,000. There is confusion between wheat and other grains.

Mus. Doucras. Let us not just talk about wheat. When we Cdidn’t
have wheat France was given corn, our theory being that whether the
French liked corn or not it would keep them alive.

Mr. Herrer. Corn is tougher than wheat.

Mrs. Douveras. But 1if the over-all export ficure was 470 and if Mr.
Luckman is 50 percent successful, then you have the figure that the
State Department is working on now.

I do not see the basis for your statement of availability.

Mr. Herrer. 1 am afraid I am in a rather embarrassing position on
those figures, because, while T feel the figures are right, at this moment
I cannot quote the source. But I think you will find the source is a
most important source when you come to the availabilities.

Mrs, Dovaras. I hope we shall be given the opportunity to acquaint
ourselves with this source.

Mr. Herrer. I hope yon will go into it very carefully yourselves.

Dr. Jupp. Mr. Herter, from personal observation I want to pay you
and your committee a unnph]uell( for the industry and effectiveness
with which the members of your various subcommittees operated in
Europe. T saw only one committee which was working even harder
and of course that was the Mundt subcommittee on the information
program, of which I was a member.

I understand your main difference is not so much with the State
Department as to the requirements and needs as it is with some other
committee, whether the Harriman committee, the Agriculture De-
partment, or the Krug committee, as to the supply.

Mr. Herrer. Quite right.

Dr. Juop. How can we resolve those differences between your com-
mittee and the Harriman committee, the Krug committee, or the De-
partment of Agriculture?
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Mr. Herrer. If T were you, I think T would talk to the Department
of Agriculture. We are not necessarily including their figures, but
we have checked with every agency, including the international
figures.

Dr. Jupp. But there is a discrepancy, and we have the utmost
respect for the integrity and ability of the people on both sides. What
1s your suggestion as to where we should go to try to get the facts and
resolve the discrepancy?

Mr. Herrer. 1T would be very glad to do that in executive session.

Dr. Jupp. All right; but we should call in the Department of Agri-
culture, should we not.?

Mr. Herter. I would think so.

Dr. Jupp. May I ask what is the estimate of your committee with
respect to the effectiveness of the effort being made, for example, by
the French people and the French Government to do for themselves
the utmost possible?

Myr. Herrer. There you get into a very long debate, and it is a
debate that hinges around a great many factors. Take the monetary
factor, which I discussed a little earlier: there is a lack of confidence
in the currency, which has led the French farmer to plant 25 percent
less wheat this year than prewar because of the fact he could make
better use of his land by letting it go to pasture and raising animals
on it, particularly cows, to make his wealth in cows and keep it there,
rather than by raising wheat and getting an inadeqaute amount of
unsatisfactory currency in return for the wheat. You can easily see,
therefore, that the farmer is not doing his share, and I doubt if he will
ever do his share until you can offer him something in return for his
product and labor. You have the same theme which goes through
everything. Where you have strictly rationed commodities, workers
can earn during 3 days of the week enough to pay for the rationed
goods, and the rest of the week they have found there are no goods to
buy. Asa result, there is a great temptation not to work and there is a
greater temptation, you find, in the Ruhr this year, and in the British
coal mines and in many areas, to take that extra time off and go out in
the country and see if they cannot make a deal with the farmer for an
extra egg or a little cream or butter or something of that kind, and they
will not stay on the job and there is a high degree of absenteeism
as a result.

Dr. Juop. When you say the long-term program of aid will have
difficulty in succeeding unless there are vigorous and courageous
political decisions made by those governments and greater efforts
to attack the problem, is it also true to say it is almost impossible for
those political leaders to make those courageous decisions unless they
are assured of what they are going to get from the United States?

Mr. Herrer., Certainly, at the present time they are put under great
difficulty in making those decisions if they have not enough food to
eat or coal to keep industry going.

Dr. Jupp. That is right. We need such facts in order to be able to
acquaint the House with the reasons they have to have some help, and,
in order for us to justify giving help. We have to find ways whereby
we can help them improve their internal situation ?

Mr. Herter. Right.
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Dr. Jupp. Is it your estimate that in France and Italy, for exam-
ple, they are getting as high a yield as is possible under the present
conditions?

Mr. Herter. I think you would be interested in the production
figures for France in the report we submitted today. In a great many
lines, actual production in France is above prewar, above 1938. The
same is true in some British industries. Industry in northern Italy has
recovered amazingly well in the last year. 3

Dr. Jupp. I note here that Italy 1s operating at 70 percent of her
prewar efliciency.

Mr. Herter. That is taking everything into consideration. Some
industries are a good deal higher; others are lower.

Dr. Juop. Of course, the coal industry in France is higher than
prewar, partly because there are tens of thousands of German prisoners
of war working in the coal industry.

Mr. HerTER. Yes.

Mr. Maxsrierp. Mr. Herter, I would like to express my admiration
and respect for the fine job you have done this summer in handling
your committee overseas and also for the very able presentation and
fine suggestions you have made here today.

Now, am I correct in assuming it is your position that any interim
aid should be under the administration of the Export-Import Bank
and/or the RFC?

Mr. Herrer. Well, the RFC itself is entirely out of the business of
making loans on foreign aid. The question was raised, I think, by
Mr. Vorys, as to whether it could loan money for this program to
make 1t 1mmediately available, and I think that is a legal point I
would rather not pass on, because I just.do not know.

Mr. Mansrierp. Is it your belief that aid for Austria and Italy
should be administered in the form of a loan?

Mr. Herrer. Noj; it is not. On the other hand, T personally feel
and the press release we put out with respect to any long-term program
indicated we felt there was a very real line of demarcation between
the types of commodities we can probably lend money on and the types
of commodities in this period that we should make as grants-in-aid,
taking the local currency in payment. |

Mr. Maxsrierp. I think you have a point there. What I had in mind
is this: Just what in the way of resources or assets do the Austrians
and Italians have at the present time which they could put up for
collateral if they expected to operate under a loan from the Export-
Import Bank, which I understand does operate on a businesslike
basis.

Mr. Herrer. That is true; but they received a loan of $100,000,000
last June, that is, Italy; and if we make available to those countries
the life-line commodities of fertilizer, fuel, and food, and do not require
dollar repayment on that, then the XM loan becomes that much better
a loan. It isnot repayable immediately ; it is repayable in a number of
years, and it makes the entire position, dollarwise, of the country so
much sounder if in the interim period they are able to get these other
things without having to borrow money for them or without having to
make dollar payments for them.

Mr. MansFierp. What I had in mind is this: I think in view of your
statement concerning the coal resources which the French have and
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the assets which Frenchmen have in this country in the name of certain
Swiss enterprises, it would be entirely possible for a loan to be nego-
tiated with that country. But if you consider the lack of resources
which Austria and Italy have, it would seem to me to be a pretty
difficult proposition to advance loans, because we certainly could not
be sure that those loans would be repaid.

Mr. Herrer. That is quite correct. On the other hand, if you look
at the export figures of Italy to the dollar area today, you will find
they are twice as great, for instance, as the French exports to the dollar
area. The Italians are exporting pretty well, and I hope in a period
of years they will be exporting a great deal more. In the case of some
cotton loans the Export-Import Bank makes a loan, as is the case
concerning Italy, through the intermediary of a semigovernmental
corporation whereby the cotton is furnished and payment made
through the sale of goods—when it comes to making repayment for
the raw material, that becomes a normal commercial transaction.

Mr. Maxsrierp. That is news to me. And that, of course. fits into
what you said as to the inerease in the rate of productivity, especially
in northern Italy where cotton is used to the greatest degree.

What T had in mind with respect to Italy was the fact they had no
colonies to fall back on, as contrasted with France. I notice in your
report you state the normal bread ration for Italian food is 250 grams,

Mr. HerTer. That is correct.

Mr. Mansrrern. From the information I was able to get over there—
and I know it was nowhere near as accurate as the information you
and your committee were able to accumulate—I was informed that a
great many Italians were living on a bread ration of 75 to 125 grams
a dav.

Mr. Herter. In some localities the ration is lower. The average
ration is 270. When you talk about bread, I assume that includes
pasta.

Mr. MANSFIELD. Yes.

Mr. HerTer. That is right.

Mr. MansFierp. Is it true that in all of the 16 countries that are
being considered now under the interim program there has been an
extreme drought this past summer?

Mr. HerTer. I could not speak for Switzerland. T do not think
Switzerland was included—or Portugal or Ireland. But certainly
as to England and all of northern Europe that is true.

Mr. MaxsrFienp. Would you say the line of demarcation between
the drought and the nondrought areas was the line between the
satellite countries on the east and the countries on the west ?

Mr. Herrer. It would come very close to it. I think part of
Czechoslovakia suffered drought.

Mr. Maxsrierp. But in other parts of the country they had good
crops, and Czechoslovkia will be able to take care of its own wheat
this year?

Mr. HerTER. Yes.

Mr. MansrreLp. Would you favor setting up some sort of corpora-
tion or clearinghouse in this country for the distribution of the mate-
rials and food to the countries in need overseas?

Mr. HerTEr. You mean from the point of view of individuals—
individuals to individuals?
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Mr. Maxsrierp. Either from the point of view of individuals or
from the point of view of what could be done by other means. In
other words, a system whereby the right amount nt food would go to
the right countries, and the right kind of material’ would be there to
aid in the rehabilitation of those countries?

Mr. Herter. I believe in that very strongly. T believe it is an im-
portant thing, if we are going to make any kind of program succeed,
that we should get that kind of agency set up and set up as soon as
possible.

Mr. Mansrierp. Would you be in favor, under the long-range pro-
gram, of setting up a condition somewhat similar to that which existed
under lend-lease in its later years, to the effect an accounting should be
made by the recipient countries every 3 months, so that reports could
be made to Congress to indicate just how successful or unsuccessful
this program would be?

Mr. Herrer. T think it Would be very desirable. T am-not sure
whether it ought to be every 3 or 4 months’ period, but it should be
very frequent periods.

Mr. Furron. Mr. Herter, I, too, want to compliment you on the
good work you and your (‘Ollllnltl(‘t‘ have done, and 1 mm‘ht say that
ceveral of us on our committee appreciated the chance to sit in with
you in the briefing sessions on the way over, and the inspection of the
full committee l]nnnnh Germany.

There has been some question on the Ttalian figures, and that
naturally raises the question of what records of books did your sub-
committee inspect, or what accounting information did you get?
What were your sources? Were they h\ a direct check of the books
of the country and their records, or second-hand information from
officials?

Mr. Herrer, In Italy, for example?

Mr. Furron. Yes.

Mr, Herrer. There we have a report made by the members of the
Ttalian subcommittee, one of whom is sitting on your committee here,
that did the exhaustive work. In addition to that, on agricultural
ficures, there was a special agricultural committee that went to Italy.
I cannot answer that quvhtmn directly, but I think they tried to get
immformation from as many sources as 1}19\ conld.

Mz. Furron. T think that should be put into the record in order
that we may have the basis upon which the figures were compiled.
We do not need to go into it now. The question is what specific
sources of information on which the Italian report, for example, was
hased.

Then you make the statement, in answer to one of Dr. Judd’s
questions as to the necessity for bringing up representatives of
the Department of Agriculture, possibly, to go into the agri-
cultural totals, and Mr. Vorys and T both remember we had Dr.
Fitzgerald, of the International Emergency Food ( ‘'ommittee, before
us when we were going over the formula for relief this spring in Public
Law 84. Do you think it would be wise to have him up here again?

Mr. Herrer. I think he is one of the wisest men in the world on the
subject of food. T do not think you could get a better witness,
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Mr. Furron. Therefore, you would recommend him as a witness?

Mr. HerTer. Yes.

Mr. Forron. In answer to a question, I believe by Mr. Jonkman,
about the childrern’s fund that has concerned some of us very much
the State Department evidently thought they could transfer from
what they thcught were unprogramed flllld‘h which was really a bal-
ance in reserve of the children’s fund, $16,000.000 for the assistance
of Austria. Evidently you and quite a group of us here on the com-
mittee agree that cannot take place, and that they must still hold
the money in reserve until June 30, 1948. If that is the case, the State
Department has short-chs anged themselves in the amount in this bill
by $16,000.000, because tllev need actually $16,000,000 for relief in
Austria. Is not that correct?

Mr. Herrer. That is my understanding.

Mr. Furron. So, really, you and I agree that the bill, instead of be-
ing $597,000,000, should actually be $613,000,000, on their own figures?

Mr. Herrer. 1 do not believe ambodv in the world can ﬁgme any
sum as accurately as that, in any case. 1T do not think anybody knows
what he would have to be paying for wheat a month from now.

Mr. Furron. Tagree with you. I was calculating the State Depart-
ment’s own figures at their face value. They, never rtheless, have short
changed thon]sel\'os $16,000,000 in their own estimate of the amount
wquned for relief, so that they should come in here with a bill for
$613,000,000 instead of $597,000,000

Mr. Herrer. Right.

Mr. Furron. Would you have any objection, as a witness on the
matter of the legislative procedure, to having a bill set up that is a
separate bill from the old Public Law 84, the former velief bill, but
take over the protections which Congress put in that bill for the six
countries and Trieste, and to move them over into a new bill here?
Do you think there is anything wrong with that legislative procedure?

Mr. Herrer. I do not think there is anything wrong with that leg-
islative procedure, but I just think you take a l(mfrer step. There 1s
one part of this bill that T would hate to see pr eju(ltred in the setting
up of any organization to handle an aid program it definitely sets a
pattern in the use of local currencies. I think it would be very much
better to leave that decision for later determination by Congress.

Mr, Fourox. I take it, if we proceed on that basis, that the reason it
might be wise to have a new bill is that the funds "have been almost
comp]etelv expended under the old, and we may have the question of
certain countries not wanting to be included with certain others on a
general charity ward relief basis. If we are going to make a relief
award, they may not want to go along on the l)‘ll‘t](‘ll]dl‘ basis of the
set-up in that bill, as this is prlmarﬂy an interim relief aid program
as a preface to a permanent program.

Now, you have $100,000,000 difference between your figures, over all,
and the ficures of the State Department, as Mr. Mundt very
aptly mmted out. Does that $100,000,000 difference change your
fwhng on the over-all amount for which this bill should be set up

Mr. Herrer., That depends entirely on whether the committee de-
cides that the equivalent money could be used for the purchase of some
substitute foodstuffs or in some other way. I think the great danger
in this question is that anyone examining your bill will go back to this
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document and see that so much money is intended for wheat, and I
think whatever you do as to the amounts ought to be awfully clear,
so that no hope of a false promise should be held out.

Mr. Furron. Do not you think it is better to have an authorization
of funds available, subject to later appropriation, rather than pos-
sibly to have a deficiency in the authorization and then to find you need
more?

Mr. Harrer. I think that is probably a perfectly correct position.
On the other hand, if you fail in reporting the bill to make it awiully
clear that there is an excess amount of money over what you think
will be needed for the availables, I think the one thing you want
to avoid is giving the impression that somebody is going to get some-
thing that 1s not there.

Mr. Furron. In Public Law 84, when it was set up, $350,000,000
was provided when it came before the House for action, and I believe
there was a cut by amendment made for those six countries and
Trieste from $350,000,000 to $200,000,000. I do not know whether
I am right or not, and there is no inference I am, but I believe you
voted to reduce the bill from the amount of $350,000,000 to $200,000.-
000. Isthat correct ?

Mr. Herter, 1 did.

Mr. Furron. What is the reason for the difference between your
position on that bill, for reducing it, and coming in here for approxi-
mately the full amount on this interim aid program ?

Mr. Herrer. It is for this reason: I think the program had not
been screened at all at that time, and I felt it was up to the people
who were asking for that money to give a better justification of what
it was going to be used for. I feel tha,t 1s something that is absolutely
nnpel'ltlve m anything we do, that we ought to insist on the closest
scrutiny of the ]ustlﬁa ations given for the amount. I think that is
only fair to the Government, to the public, and to the American tax-
payers. That is why I am so terribly anxious to see, in whatever
machinery is set up, that we can do that and do it thoroughly and do
it in such a way that the Congress will really have confidence in the
figures they submit to us.

“Mr. Furron. So you believe that the approach being made by Con-
gress and by these various committees should make sure there is an
‘ulvqu(lte scrutiny, to make sure that the requirements are quite defi-
nite, and to make sure that the cost of alloc ating those commodities
18 going to be followed as carefully as poa;:::blv. Is that a correct
assumption ?

Mr. Herrer. Even more important than that, I believe the making
of these commitments is the wherewithal of making the commitments
available.

Mr. Furron. One final question on the agreements that have been
spoken of here. The State Department evidently expects to mauke
agreements as they ¢o along with each country. Would you in pre-
paring a statute outline the | type of agr eements that generally should
be followed so that the outline w ould give the woner‘tl over-all pro-
visions and certain general policies that would have to be taken into
consideration ?

Mr. Herrer. In very general terms, I think those who actually
execute the agreements and make the .erleoments ought to have gre: it
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leeway, because I think it would be very unfortunate to tie them down
too tight.

Mr. Furrox. The general principles of the agreement should be set
cut by us, which they would then follow?

Mr. HerTer. Quite right.

Mr. FurroN. And then you would permit the agreements to vary
among themselves, as among the different countries; would you not?

Mr. Herrer. Yes; because you have different situations in each
country.

Mr. Forron. T am pleased to have your idea on the legislative fram-
mg. I think your idea will be of great help to the committee. Thank
you very much.

Chairman Earox. Mr. Javits

Mr. Javirs. May I join with my colleague, Mr. Fulton, in expressing
my appreciation of the fine way in which you handled us as a subcom-
mittee on different subjects, knowing our interest in the subjects with
which your committee dealt.

Dol cv,lthol this from you, in the consideration of availabilities; do
you ho]lu\' r have you come to any conclusion, as to whether the
European 1mt1(ms would, before their people embraced a totalitarian
government, wait until thev had completely exhausted every dollar
that they had available, regardless of where 1t was, before they got aid
fromus? Do you have any opinion on the degree to which they would
00!

We are proposing to help the western Europeans because we want
these governments to continue to be democratic. Now, do you have
any opinion as-to the point at which, considering the availability
of their resources, they would feel that they had to make shift?

Mr. Herrer. Do you mean a shift of the government ?

Mr. Javirs. Yes; a shift of the type of government ; exactly.

Mr. Herrer. That is a diffieult thing to say. T think we would prob-
ably agree completely that in disorder, in chaos, with starvation and
unemplmment the type of totalitarian government that we dislike
has got a much better chance of gaining a strong foothold than under
more settled conditions.

Mr. Javirs. Do you agree that western Europe, and its electorates,
will not wait for mmplvte chaos and anarchy, but will act and per-
Laps accept a totalitarian form of government, whether it is.of the
right or of the left, before there is complete anarchy and chaos, but
when they see that it is surely coming?

Mr. Herrer. I think you always have that danger.

Mz, Javrrs. Therefore, the purely banker approach to availability
ie not an approach that is open to us; that is, there is a point at which
these peoples may still have avail: Wble resotrces but nevertheless we
will have lost the whole battle.

Mr. Herrer. When I speak of resources, T am speaking of com-
modities; I am not speaking of dollars. T have not been quarreling
about the dollars, except as they mltrht indicate resources that do
not exist.

Mr. Javirs. But even in respect of commodities or assets of any
kind, could we agree that there is a point where although assets might
continue to be available, people would nevertheless “feel that they
were ready to give up the democratic form?
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Mr. Herrer. Yes; I should hate to speculate as to just what is
likely to happen.

Mr. Javirs. So there is an area of decision for this committee be-
yond the pure question of a banker’s decision as to availability of
resources to western Bnmpuan nations; you agree with that?

Mr. Herrer. Noj that is, if I understand your question clearly.
The only thing I am hoping you will not do is to indicate by a dollar
appropriation “that you are trying to make something available which
in reality will not be available, because I think 1111-~lcadmw people
is the most dangerous thing that you can do.

Mr. Javits. I was ﬂlllllx]ﬂﬂ_’ in terms of the availability of resources
to these countries themselves. My point is this. We cannot come to
a judgment as to whether we shall or shall not make available certain
sums of money solely and exclusively upon a balance-of-payments
standard. There is a political decision involved, as far as we are con-
cerned. Would you agree on that?

Myr. Herrer. I think there is certainly a political decision involved
all the way through in this, as well as a humane decision.

Mr. Javirs. That is right; exactly. And there is a point at which
although these countries still have resources available, they would
nevertheless feel that they have to go totalitarian to conserve what-
ever modest resources they may still have available.

Mr. Herrer. That is why I said that in the case of the $440,000,000
in gold in France, 1 thought it would probably be the better part of
wisdom to leave it there as a reserve for monetary reform; and that
there was a real question involved in this $40,000,000 of working
capital that perhaps ought to be left in Italy.

My, Javits. At one point in your testimony you said something to
t]w effect that we want to pursue step by step ‘the points involved, like

“a prudent banker.” The point of my question now is—I think we do
not disagree, but I just want to make clear the area in which we do
agree—iwe do agree that this is not a purely banker’s proposition, first?

Mr. Herter. That is right.

Mr. Javirs. The next point is this. Do you consider this particular
bill to be the first installment of a plan for long-range European aid,
with Congress reserving to itself the step-by-step approach as to
amount, and everything else concerned; but 1111! esse mltt]].\ we are
starting on the road of helping E urope recover in this bill? Or do you
consider this bill to be the repair of a deficiency or a mistake in ‘the
estimate of the amount required made when Public Law No. 84, the
original relief bill, was passed?

Mr. Herter. No. The original relief bill—we are dealing with a
different situation. That was dealing with certain countries but, be-
eause of the war and because of their former economies they had no
resources of their own at all. It is now developing that other countries
are getting rapidly into that same situation and that I think is the
reason that this matter is now before you.

But, to answer the first part of your question: It is inconceivable
to me that we should even be disc ussing an amount of money like
$600,000,000 to take care of a situation that will be chopped off before
the next harvest season comes, several months before the next harvest
season.
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That is why I said earlier that I was somewhat at a loss to know
why the date March 31 was used. A much more logical one would
have been the harvest date, or the end of the fiscal year which would
correspond closely to the harvest date. |

Mr. Javits. But you agree that this is a necessary first step ?

Mr. Herrer. Yes. But I am hoping very much that the.Congress
will busy itself immediately with setting up the machinery for some-
thing to administer aid and not put it off until we have got the emer-
gency situation around March 31.

Mr. Javrrs. Is it not a fact that the $600,000,000, no matter how you
scrutinize the figures, is not a large part of what ultimately must be
put up to do this job?

Mr. Herter. I think nobody can give us the figures on this. We
have discussed the resources that are today latent in Europe. Tt is
possible, with reforms of currencies and a new psychology in the pic-
ture, that you will find that recovery goes infinitely faster than an
of us have any idea of. On the other hand, you may find that it drags
because of political or other conditions to a point where it is going to
be a very different problem from the one that we now visualize.

Mr. Javrrs. But we can certainly agree that no matter what condi-
tions we find upon close investigation, which we are making now, it
will certainly take more than $600,000,000,

Mr. Herter. I should think that was a fair assumption.

Mr. Javirs. Therefore, it is possible to take expeditious action on
this program soon, without too much concern about those intimate
details, because we know at least this anyhow needs to be done?

Mr. Herter. I think that is entirely true. On the other hand, let
me repeat, because I cannot emphasize it too strongly, that I just hope
the Congress or the legislative committees that are acting on this will
see that we have plenty of time to give consideration to other matters
because T think the first thing we ought to be going after is how we are
going to set this thing up, because I think that is what we owe to
the American people; the right of way doing this thing is some-
thing that I think we ought to keep on top of immediately.

Mr. Javirs. There is one last question I should like to ask you.
You mentioned an agency, and many have been recommended. Do
you feel that once such an agency is authorized, whatever it may be—
do you feel that that will be the only agency that we will need, or will
we still need, do you feel, an agency which will sereen for Congress
as distinguished from the rest of the Government requirements of this
character which are bound to come to us year after year, for a period
of years;let us say 4 years, which is in contemplation of this program/?

Mr. Herrer. I do not know that you need to set up another agency,
if you have faith in one. It requires a lot of technical skills to do a
screening job and I should hope that we can set up one that we will all
have confidence in.

Myr. Javits. And that one would be a Government agency, not just
an agency for Congress?

Mr. Herter. That is right, but I think the Congress, of course,
should review its findings at regular intervals,

Mr. Javirs. But not through a special agency for itself?

Mr. HerrER. No.
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Mr. Javirs. In other words; the nubbin of the thing is confidence,
rather than an agency. We need an agency because we need conﬁdence,
rather than an agency per se, as the Lm\eu say.

Mr. Herter. The Renr(rmuatlon Act that we adopted last year
provided for legislative committees to have the responsibility of seeing
that it functioned all right.

Mr. Javirs. Thank you very much, Mr. Herter.

Chairman Eaton. Mr. Lodge——

Mr. Lobce. Mr. Herter Iwmtldllke to associate myself with the con-
gratulations extended to you and your committee by my colleagues,
Your presentation this afternoon has been extr emely illuminating and
we are very much obliged to you for coming.

In connection with Mr. Javits’ last question, I would be interested
to know what sort of individuals would you contemplate as being ap-
propriate for a board of directors of a corpm‘dtmn of the kmd that
you describe? Would you choose leaders ot industry, or what sort of
personnel did you have in mind in that connection ?

Mr. Herrer. The recommendation of our committee, put out a few
days ago, contemplated a board of directors of eight who would not
be full time; only the chairman would be the ac dministrative head of
the agency. The others would be in the nature of men of wisdom,
elder statesmen of experience, and so forth.

I think you would want the very best judgment, because they would
be sitting on matters of policy and direction, not the details of admin-
1stre tmn which would be left to one individual. You have got to
have a unit command in administration, just as General Marshall said.

I think that what you want to do is to give the American people
and the Congress confidence that the best brains that we have in this
country are dll])]Vl]lﬂ themselves to this subject, both so that the
dollars and cents will be wisely spent, and spent in order to secure
the most rapid recovery of these nations that are in trouble.

Mr. Lovee. What would you think of making a part of this bill
restrictions on exports to Russia and her satellites, restrictions to be
specified after further study ?

Mr. Herrer. T would be opposed to it. T think one of the most im-
portant things that ean happen for western Europe is to resume barter
trade with eastern Europe. Personally T am hopeful that the ordi-
nary pressures of economics will bring that about in a considerable
measure. 1 think that the countries behind the curtain are essentially
agricultural eountries; from the Danubian Basin right up to the Baltic
,nu] Poland 1s very rwh agricultural territory. I think next year,
oranted reasonable weather, they will have a very large agricultural
surplus, and T think it is of the utmost import: ince that that agricul-
tnral surplus should be available for utilization in western Enmpe.
The only way it can be m: l(](' available is either through purchase with
dollars which, in turn, would be translated into machinery, or some-
thing of that sort, bought in this country, or through the direct barter
of ;_"ml{]h. Today, for instance, PnleI is b ntormﬁ coal for a number
of different commodities. She is exporting coal to some 14 nations
”llnlll"h barter.

Mr. Longe. That is a very interesting illustration, because T did not
happen to associate in my own mind the question of barter between
eastern and western Europe, with the question of export hconsp con-
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trols in America. It seemed to me, as a result of my travels that when
there is a slll‘])]u% of capital goods, or when and if there will be a sur-
plus of capital goods, the agricultural surpluses in eastern Europe will
come and get them, so to HI)E’JL It is interesting, however, in the mat-
ter of the e\pmts of certain materials, certain forms of machine tools
and equipment to countries which have declared war on the Marshall
plan, that we have been making some of those exports for which ap-
parently, according to the Sec retary of Commerce, we are not getting
an adequate quid pro quo at the present time?

Mr. Herrer. If you are now speaking of the administration of
existing export controls, I fully agree with you.

Mr. Lobce. That is what T was ta]lun;z about. It seemed to me that
we ought to make up our mind where we were going, and not go off
i all directions at once

Do you believe that the distribution of the relief under Public Law
84, through the governments of the several countries, has been a satis-
factory method, or would you consider some other method of distribu-
tion under this legislation ?

Mr. Herrer. 1 think you have got very little time in which to
provide for another method of distr ribution. For instance, when you
are dealing with wheat, the normal process is, as T understand it, that
while wheat goes to a country in the name of the government, the
government then sells the wheat to the millers. The millers mix the
wheat with their own indigenous produce, and make up the kind of
bread that is required by law. It may be a very gray or a very dark
bread. It may have to have so much potato flour in it—this or that.
It is almost impossible, once bulk wheat goes to a miller, to segregate
and distribute the handling of it from that of the m(llgenous
foodstuffs.

Mr. Lopoge. There is only one way that that could be done, it seems
to me, and that is for us to send over enough personnel of our own
actually to go into a plant in Turin or Milan, where there are several
thousand workers, and distribute these articles personally to these
workers.

Mr. Herrer. Then you would have to separate your wheat entirely
trom the indigenous wheat or other products and mill it entirely
differently over here.

Mzr. Lonee. I think it should be milled in Italy, if we are talking
about the Italian question; do you not?

Mr. Herrer. Then you would have to set up a trained organization
and have it operate all the way through, with some supervision to
make certain that the commodities we may furnish go into the right
channels. That is very important.

Mr. Looce. I do not pretend to have a solution to this problem, but
I do want to call your attention to the fact, which I gathered as a result
of my 3-weeks’ investigation in Italy, that there were very few Italians
who were aware of “h at we were doing. It i1s done on such a vast,
high, government level, that they are not aware that we are providing
them with these foodstuffs at all.

Mr. Herrer. With that T fully agree. The individual package with
the marked containers, things of that Kind, have mllml{'lv more
propaganda value than a large governmental operation.
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Mr. Lopge. That is right. Mr. Herter, do you believe that an inte-
grated and coordinated s \atem of fiscal controls among the 16 nations
will be necessary in order to establish the sort of economic federation
which as I understand is contemplated under the Marshall plan?

My. Herter. I think that when you come to an integration of 16
monetary systems, you are tackling something that is plet{\ difficult.
I think it would be a highly desirable thing, but it is one that it would
take a considerable lennth of time to dev elnp Our committee spent a
good deal of time stml\ ing the Belgium-Holland-Luxemburg Cus-
toms Union. That is going to take at least 4 years’ time to be blought
into effect, and I think I can cite a particular type of thing that makes
it very difficult.

Mzr. Lobce. Do you believe that any sort of economie federation and
reciprocal help, can be effective without some sort of fiscal stabilization
and integration among these various countries ?

Mr. Herrer. The fiscal stabilization will have to come country by
country. You cannot have one with a completely unbalanced budget
and a high degree of printing-press money and inflation, and then
have the next country to it willing to accept that currency.

Myr. Lopge. That is exactly my pmnt

Mr. HertErR. You have got to take it country by country and get
them adjusted on a common monetary standard, if that is pmslhle
That is certainly the type of thing to do.

Mr. Lobce. That is right. W hat T am referring to is this. I had
quite a lengthy conference with Jean Monnet when I was in Paris and
he gave this example. He said that if France makes an agreement
with Italy, that France will produce only Renault cars and
Italy will produce only Fiats, and France then decides that she is
going to print some more money with resulting inflation the whole
bargain will have to be called off, because nlnmnnh’ it would upset
the apple cart. And therefore. he seemed to think that it would be
extremely difficult to have any sort of—let us say economic federation,
unless you are able to establish an equalized fiscal level in these
countries.

I realize that it is a very difficult thing to do, but if we do not do
that, what chances of success are there for the reciprocal arrangements
between the 16 nations? That is my question.

Mr. Herrer. I am afraid that is a very difficult problem and one
that is going to take time, without any question. You have got a
number of agencies that are working very hard on it. You take the
Monetary Fund. for instance. lhv\ were wailting there, waiting to
make themselves useful, but there has to be a preliminary degree of
stability before it can even come into play and there again, how any-
one can estimate ahead of time how quickly all those forces can be
put together, T do not know.

Mr. Lopce. In other words, it is going to be a long process?

Mr. Herrer. It is going to be a long process. You have still got
strong nationalism among 16 countries. Let me give you merely one
]”H‘wfhltlﬂll As between Holland and Belgium, vou have the friend-
liest governments working together, trying to work out this customs
union. Then you have a single Hnn(‘r of this kind that can be very
difficult to adjust. In Holland you have an excise tax on the produc-
tion of beer. In Belgium you do not have the excise tax.
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The minute you make your currency interchangeable and open your
barriers from the customs point of view, then the beer manufacturer
with the excise tax on him is at a tremendous disadvantage as against
the other fellow who will be shipping beer into Hnlland You have
to adjust all of those little details in your economic life before you
can set up an approximation of a ct ustoms union. It takes a lof of
negotiating and it takes a lot of slow moving.

Mr. Lobge. Y ou and I have come to the same conclusion about that.

Now, did T understand you to say that Austria was not to be included
or was not in need of interim aid ?

Mr. Herrer. No, I did not say that. T just do not know about it.
Mr. Vorys, who was on the committee was in Austri ia, and other mem-
bers of that subcommittee, told me that no question of interim aid
had been raised at the time they were in Vienna.

Mr. Lobce. Then why would Austria be included in this bill?

Mr. Herrer. I am afraid that that question cannot be addressed
tome. We have made the calculations on exactly the same basis, on the
figures that were given to us by the Depalhnent But at the time that
the members of the committee were in Austria, that question was not
raised.

You have had a rather similar problem in regard to Germany, I
think it was expected that both of those quoqtmub would come up at
the regular session rather than the special session of Congress.

Mr. Vorys. Will the gentleman yield there?

Mr. Lobge. Cert amlv

Mr. Vorys. There is no report from the select committee on the
Austrian situation comparable to the one which you have before you
on the Italian and French situation. The reason is that the chairman
of that subcommittee, Mr. Case, has not yet returned to Washington.
It was felt that the full ccmmittee should be here to go over the 101)01t
The other reason is that the German-Austrian subcommittee, when in
Austria, received no information, which made them think that Austria
would be considered at the special session, and the President’s first
speech on the subject did not include Austria. Therefore it was pre-
sumed by the subcommittee that no immediate report would be neces-
sary.

Mr, Lopce. In that case, do T understand that in spite of the fact
that Austria might be included, and in spite of the reduced estimate
made by your committee as to the needs of Italy, nevertheless you
recommend the full amount of $597,000,000 ?

Mr. Herter. I am sorry I did not quite hear that; the full amount
for what?

Mr. Lopce. The full amount in the proposed bill, the $597,000,0007

Mr. HerTeR. No. Ithink thatis something that is for determination
by the committee. I think if you decide to have the authorization
for the full amount, you just want to make it awfully clear that you
are not kidding ambody into thinking that there may be greater
availabilities than there actually are.

Mr. Lobce. Would you say that it would be appropriate insofar a
Italy has a wheat deficit which we cannot supply, to apploprmte
enough money in order to purchase wheat from other countries for
It 1lV3

Mr. Herrer. The purchase of wheat from other countries is not
as easy as it sounds. I think the only area in the world today where
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you can buy wheat is in the Argentine and the Italians have already
concluded an agreement with the Ar gentine; and in the figures we
have used, we have put in roughly one- “half of the amount which they
have actually contracted fm, as it is going to be very difficult for
them to get the balance. In other wmds, we have estimated it as
conservatively as that.

Mr. Lopge. One-half of it from the Argentine?

Mr. Herrer. The agreement with Argentina was for 725,000 tons.
We have put in 40,000 tons a month. We figure that the Italian ration,
with what is estimated, with better collections from the farm people,
plus what ecan be supplied from this country on allocations, plus the
Argentine wheat, will allow them to retain their present ration.

Mr. LobGE. That is what T am interested in. 1 think we are inter-
ested in maintaining the political stability of the Italian government.
And if the ration falls T am sure you recognize what a precarious posi-
tion those forces would be in, in Italv

Mr. Herrer. May I make my position clear on that? I am not ob-
jecting to the dollars at all. Asa matter of fact, if the committee made
it perfectly clear that there were so many dollars and that the balance
which could not be filled by wheat could be filled with substitute prod-
ucts, I would have no objection to that. It is not that I am trying to
cut down the Italian ration. I just think that we do not want to get
ourselves in a position, because of this document which you have
before you, which is likely to become an integral part of anybody’s
understanding of the bill, where it will all be very misleading.

Mr. Lobge. “Then it would not necessarily affect the amount of dol-
lars in the bill?

Mr. HerTer. Not necessarily, just as long as it is very clear that the
wheat availability appearing to be only so  and so, the’ balance, what-
ever your dollar appropriation was, or dollar authorization was, could
be used for other foodstuffs.

Mr. Lopee. May I ask you this question? T have not had a chance
to oo over all of this material yet. It has just been handed to me.

Have the French been cut down proportionately in your estimates
with respect to United States wheat?

Mr. Herrer. Yes. I think the French were cut down very
considerably.

Mr. Lobge. In other words, this has been entirely a proportional
matter based on availabilities?

Mr. Herrer. That is right.

Mr. Lobge. I am a little bit confused by the table on page 14. |

Mr. Herter. 1t requires quite a little explaining, I will admit.

Mr. Looge. I find the State Department estimate of $259,000,000
of funds available is at variance with the statement on page 43 where
it is put down as $159,000,000. I was wondering what the reason was
for that $100,000,000 difference in the State Department ficures.

Mr. Hertrer. There are two items involved. One, the resources
available to Italy that are not mentioned in the State Department
figure; that is the $40,000,000 item.

“Mr. Lobge. T am talkmrr about the difference between the State
Department estimate on page 14 and the State Department estimate
on page 43,

Mr. Herrer. That is because they were given at different times, only
a few days a part. We had six different estimates given to us.
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Mr. Lopce. I was struck by the exact difference of $100,000,006
there. That is rather bafiling.

Mr. Herter. There is also a difference in that the first estimates
given us were for a 6-month period and the second estimates for a
£-month period.

Mr. Lover. T am a little puzzled by the Export-Import loans on
available fnndc because it seems to me that since the Export-Import
Bank lends money only on the basis of a bankable loan, there must be a
question as to whether that money should be spent in connection with
consumer purchases, which we do not lend, but which we give as a
grant-in-aid. In other words, they could not borrow the money from
the Export-Import Bank to make these purchases, and therefore, how
could that be a part of it ?

Mr. Herrer. That is what I tried to point out in the very beginning
of my testimony. The Export-Import Bank loan of $100,000, H{}(l has
already been made. That is now in existence. That came up long
before this interim aid did. In fact, that was made last June. The

Sxport-Import Bank and the Italian Government have been dickering
as to what it should be used for and they have been signing up agree-
ments. That loan is actually for a good deal more than is indicated
in these figures. The State Dvp(ntmenl has cut out $45.000,000 of
that loan because they say the materials that will be available under it
will not be available until after March 31 and hence they have cut it
out of this estimate.

Mr. Lobce. Does it not seem to you better for the Congress to appro-
priate the money under this bill rather than to use the L\pmt Import
Bank for that purpose?

Mr. Herrer. That is something beyond the control of the Congress
at the moment because the loan has already been made. The |ml|1t
that I tried to illustrate was that there is a complete inconsistency in
the one case of requiring Italy to pay cash, or make a loan for coal
and petroleum and certain cereals, and in the other case get in under
the grant-in-aid basis.

Mr. Longe. This money which they would obtain fmm the Export-
Import Bank can actually be spent for relief by them ?

Mr. Herrer, You will find on page 61 of the blue book, if you will
look at that, exactly what the Export-Import Bank situation is, and
it 1s completely inconsistent, to my mind, because we are asking either
for a repayment or for dollar payment for the very same type of thing
which, on another page, we are going to make a grant-in-aid for.

My. Lobae. That is the point that T had in mind.

\fl\' ask vou if your committee investigated in any way the re-
vision of the surplus-property agreements which we have made with
these various countries? What T have in mind is this: Under these
surplus-property agreements, as I understand it, we receive only 18
cents or 20 cents on the dollar, and we receive that in local eurrency.

Now, we have bound ()lll‘He]\’E‘H in addition, to spend this money only
at a certain rate per year over a pmlml of vears, and also for :ml\
certain items. Did your committee go into that situation with a view
to revising those surplus property agreements so that the proceeds of
surplus property sales wounld be available for other purposes ¢

Mr. Herrer. We did not go into that directly, but it enters into this
whole problem. That is \\hv I felt that the whole question of the use
of local currencies ought to be reserved for the time being until we set
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up some administrative or rrmnzatmn and lay out the general principles
under which those muplua funds would be used.

Mr. Lovce. You will agree with me that it would be a good idea to
give us more latitude as to the expenditure of that munev"

Mr. Herrer. That is right. I would like to see all of those local
currencies put under a Board of Administrators who would have very
broad powers to use it to the best advantage of the country itself.

Mr. Lobee. And there are many things it could be used for?

Mr. Herrer. Yes. '

Mr. Lobce. In your opinion, Mr. Herter, should price controls in
western Europe be retained ?

Mr. Herter. There you are getting into a really tough question. 1
do not know. I think that it would be ver y difficult to pass intelligent
judgment on that. You actually do not have price control in certain
countries.

Mr. Lobge. In view of the black markets?

Mr. Herter. Continuing black markets. T think that that question
ought to be reserved in connection with the complete reor ::tlmzatlon
of the currency systems.

Mr. Lobge. To the extent that there is a black market the Govern-
ment of the country concerned does not receive revenue from taxes
on those commodities and that is bound to have an effect on the burden
of the American taxpayers.

Mr. Herrer. It also has a very serious effect on incentives for people
to produce when production is a most important problem.

Mr. Longe. Exactly. Do you believe that any rehabilitation pro-
oram can really be successful while the Communist disruptive forces
continue their activities?

Mr. Herter. Well, there T would limit myself almost entirely to
Jabor unions. If Communist leadership in the labor unions insists on
disrupting production through general strikes, or through other sab-
otage without proper ]:Mliu ation, merely for the sake of creating
chaos, it can be a very difficult problem.

Mr. Lobee. T would like to thank you for answering all these ques-
tions and I would like to say one thing more.

With respect to the situation in Torthern Italy, T was there re-
cently, and unemployment in northern Italy has suddenly taken a
rise because the big industrialists in northern Italy do not have enough
money to pay wages, and the whole problem of credit from private
banks in northern Italy is becoming a\twmel\ tight. 1 am inelined
to think that the picture in northern Italy is not quite as optimistic
as some people suppose, and I think that is another factor which makes
this aid all the more urgent. I thought you might be interested to
know that.

Mr. Herrer. Yes. I think that there has been a slowing down ever
since there was a tlullt(mllﬂ' on the remaining dollar resources from
the standpoint of the purchase of raw materials.

Chairman Earox. Mr. Herter, on behalf of the committee I wish
to thank you for your very, very illuminating testimony. Permit
me to say that, in the 23 years that I have served on the committee,
this is the first time that I have ever known a witness to receive the
acelaim and the affectionate regard of every member.

(Whereupon, at 5:05 p. m., the committee adjourned to meet at
10 a. m., on Friday, November 14, 1947.)
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