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FRIDAY, NOVEMBER 14, 1947

HouseE oF REPRESENTATIVES,
CoMmMITTEE ON FOREIGN AFFAIRS,
Washington, D. C.
The committee met at 10 a. m., Hon. Charles A. Eaton (chairman),
[)l?“«ll]lﬂ“‘
Chairman EatoN. The committee will be in order.
Our first witness this morning is Mr. Mundt, who has done a very
remarkable piece of work in his studies in Europe and will have some-
thing important to tell us. Mr. Mundt.

STATEMENT OF HON. KARL E. MUNDT, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF SOUTH DAKOTA

Mr. Muxnpr. Mr. Chairman and colleagues, this is going to be an
experience, I am sure, for all of us who are coming down as members
of the committee today to double in brass as witnesses and then go
hack as members of the committee to interrogate our colleagues.
While it is going to be a little bit hard experience at the time we are
down here I think the idea is good because I am certainly glad to share
the information which the others secured in their parts of this study
which was made during the summer.

Our particular committee, which is comprised of six members of
the House Foreign Affairs Committee and four members of the Senate
Foreign Rel: ations Committee, covered 22 countries, all of them in
Europe, spending just about 6 weeks at the job.

The members of my committee are as follows: Smith of Wisconsin,
Judd of Minnesota. Lodge of Connecticut, Jarman of Alabama, Gor-
don of Illinois, M: mr-fwhl of Montana. From the Senate we had:
Smith of New Jersey. Hickenlooper of Towa, Barkley of Kentucky,
and Hatch of New Mexico.

As you know, we visited all of the countries over there except Russia
and Yugoslavia. We did not visit Albania either because we were not
positive " whether it was an autonomous counfry, since we no longer
have any diplomatic mission there. As to Yugoslavia and Rll%’%la,
we did not even ask permission to go. We were interested more in
studies of conditions outside that particular area.

I want to say now a few things based on our experience, and, of
course, we have not completed the committee’s report and what I say
will be speaking as an individual observer and not speaking for the
committee, as its chairman, because we have not yet compiled our
written report.
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On the basis of my observations and my discussions with my eol-
leagues, the discussions we had over there, I am happy first of all that
we are considering an emergency-aid program separately from an
extended economic-aid program, because I think there is an urgency
about this immediate situation.

In the first place, we could not give the consideration now which we
are going to do, if we are to do the job adequately in working out an
extended, more comprehensive aid program. :

I think, therefore, that while both have the same objective, that of
primarily strengthening the hands of those standing firm against
communism, and that while both should be projected in conformity
with largely the same principles and policies that there is in the
countries listed—France and Italy especially, and to a lesser extent
i Austria—there is an urgency about the needs which makes it neces-
sary to give those countries prompt attention in this extra session of
Congress.

I think that our committee, however, must give a considerable
amount of careful screening in order to make sure that every dollar
which we spend in an area which is going to seek aid, and perhaps
needs many more dollars than we can probably make available, that
every dollar that we spend must produce the maximum dividends in
the three things, essentially, as I see it, that we seek to achieve by
this whole program. '

The first is the development of an economy among the free countries
of the world which is going to provide the basis upon which they can
build for security and for independence and for the development of
stitutions increasingly in line with the type of institutions we have
in America.

Our second objective is to help maintain and develop political sta-
bility in the areas over there where political instability is threatening
to bring about world insecurity.

And third, we hope to secure dividends in international peace, good
will, and order.

As far as I am concerned, it seems to me that candor and honesty
and integrity in good government require that we give the people
of America the complete story, the true report of this program, and
let it be fully understood that what we are providing here is not cer-
tainly what could be provided in a long and more comprehensive
program of relief from starvation nearly so much as relief from
subjugation, from an aggressive communism, because the number of
people who are starving, or will starve from no aid at all from us
Is not so great as exists elsewhere. If we were looking at it purely
as a matter of protecting people from starvation, there are other areas
outside of Europe—in India and in China, for instance—where people
are starving in much greater numbers than in Europe. DBut, it is the
impact of the hunger that confronts them, as I see it; what happens
politically from minds which are undernourished by bodies which are
underfed and the very direct and immediate danger of the rights of
others being subjugated to a way of living which has announced itself
as being in opposition to our own ideas that provide the very per-
suasive arguments in support. of such a program as we can supply
and afford to support free peoples who are resisting the further
advances of godless communism in Europe and China.
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I think that if we proceed prudently and objectively that this emer-
gency program, on which we are now working, can provide some
experience tables which will be of value to us in considering a more
comprehensive program, running over a longer period of time. Condi-
tions change mighty rapidly over there, as indicated by the confusion
of figures ‘which have been presented to this committee thus far by
the State Department and the White House. I think that the con-
fusion of figures grows, in large part, from the fact that conditions
do change, and we will not be looking at static figures in trying to
determine the outline and shadows of the entire picture which is
changing very rapidly. Consequently, our experience, as we move
into this smaller area for emer gency reasons to meet the urgent de-
mands of low nutrition will he]p us, I think, if we keep in mind
that back of this we are discussing the advisability of a comprehen-
sive program, and that the condition that prevails is not a static one,
and that insofar as we can we should adopt the same principles and
the same policies for both.

I want to suggest some of these policies, wm\\mo out of what we

saw over there, that I think we should undertake to put into action,
because of the fact that the dollars and the supplies both of which we
have available are going to be, in my opinion, considerably less than
what the Lumpmnu wish we had available and what they might well
use 1f we had an unlimited availability.

I think we have to give first consideration to our national self-
interest and consider our solvency and that we have got to try fto
make these dollars do double duty every chance where it is ])(h‘wll)]?

Now, let me give you an illustration or two of what I have in mind.
I would like to see our committee, in writing the legislation, not write
a blank check. T think that the members of this committee may, by
and large, know as much about the situation in Europe as the members
of the executive group, by and large, who wrote the legislation. I think
collectively our committee probably knows more about the situation
over there than the particular folks who wrote the legislation, because
collectively we have covered the area pretty largely and pretty care-
fully with some very well trained and able expert assistance and
leaders, and T think our chairman has done a tremendously magnificent
job in what has already been done. We have the pattern to o on,
at least: we can consider the bill with a knowledge and background of
information for which we do not have to .]pnlu“I/(' to anyone, and I
think we should measure up fully to our responsibility in writing into
legislation the principles, the policies, the philosophies, and the ideas
which should be a part of thh type of program.

These may or may not be helpful suggestions, but they typify the
type of thing I believe would help our dollars to do double duty in this
very 1mpu1t(1nt program.

First is the use of our Liberty ships in tr ansporting our supplies
overseas. In every country in which there was a maritime institution
at all, the suggestion that we make available to them, without charge,
Liberty slnpa \\lmh they would, in turn, fuel and man and pilot and
operate in carrying supplies over from our country to theirs or from
some other country met with universal approval. Without exception,
they said “We have the sailors: we have the men. If you desire, we
would be happy to utilize those.” And the great saving over the regu-
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lar carrying charges on the oceans would mean our dollars would buy
tremendous]y more food supplies or equipment for the people who
need them.

So it occurs to me that since this is a project so large that even this,
the richest of all nations, confronts it with a compar ativ ely slim wal-
let, we should look pretty carefully into the desirability of utilizing
some of the many, many idle Liberty ships which we have av ailable.
Let these countries use them during the emergency period and then
return them to us, making no charge. It would cost us very little;
it would increase very greatly the benefits of the program. To me, it
is much better Government policy than loaning destroyers to other
countries in time of war for us to loan constr nctne carriers to other
countries in time of peace to help preserve peace and avoid suffering,

The second principle which I would like to see written into lefnsla-
tion or implemented somehow in the administrative policies so  that
1t 1s there firmly is that we expect the maximum amount of self help
1in each of the countries which 1s being aided and that they also extend
the maximum aid to their neighbors. I think, as Mr., Herter said yes-
terday, that most of the countries over there can work a little har der
on this thing than they are now doing, and whatever we can do I think
should be done to see that they work as hard as they can conceivably
do to help themselves and their unfortunate neighbors.

However, I am frank to say since I made the trip I am a little
more Sympathetlc with the reason why they are not working as
hard as I would desire than I was before I went over there. You must
keep 1n mind the thing that concerns us is that there is the very genuine
possibility that if 110‘[111110‘ 1s done and chaos ensues, the I*,m(:pvan
continent is going communistic. There is flowing out of the east in
Eur ope——fmd we lenow it has been operating long before—an aggressive
organization now termed “Cominform”, \\hz(h 18 another name for
“Cnmintel‘n” which is trying to Sovietize the world. There is a very
real and genuine effort to spread the doctrine of comunism throughout
Europe, and in all of the countries with which we are concerned there
1s an organized Communist group. Those Communists have, in large
part, gotten control of the labor unions, the most important labor
unions, because the Communist realizes even more than the free en-
terpriser that chaos is the mother of communism. They are in the
business of spreading communism in Europe. They Imvv tied up the
port of Marseille and tied up production in France, slowed down
the production of coal in France and England.. They are retarding
recovery in Europe by slow-down methods wherever possible. Ihe\
are forcibly preventing many people from working their hardest or
their best.

Obviously, then, the people of Europe who have those unions con-
trolled by Communists are not working as hard as we would like to
have them work and are not going to do so, because the Communist
overlords are deliberately slowing lhln(m down so as to produce chaos
and put an end to freedom. That is all part of the Communist
strategy. They know chaos breeds communisn,

Thus we are confronted with this: we have that situation, and we
cannot expect foreign countries, until the governments become strong
enough to do smnvtlmw about that kind of activity, to get the kind
of pmductmn we consider the maximum in those countries. But,
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within the limitations that are feasible, we should insist that everything
that can be done should be done there to help themselves. However
since we have seen Communist-dominated unions curtail production
even in strong America we can better understand how they cripple
production in weakened Europe.

In the third place, in my opinion, and I brought that out in my in-
terrogation of Mr. Herter yester day, I think we have looked at this too
much in terms of American dollars. We have proceeded on the basis
that if Europe cannot finance anything in terms of dollars, then Europe
cannot finance anything at all. But dollars are not the oulv medium of
exchange in the world. ~ We do not have to look at it quite in such terms
of black and white. If Eur ope 1s unable to finance in dollar payments
some of the things we make available, Europe does have other ways of
making payment which are perfectly legitimate, and I think we should
keep that in mind as custodians of the Treasury of the United States.

Many of the countries over there are in pretty good condition finan-
cially in terms of their own currency. Some of them are beginning
to have rather remarkable success now with income-tax collectlons,
just as we are, because after a war there is a great demand for things,
and those who have them for sale can make good incomes and they

can pay taxes. So I think our committee should give consideration
to securing direct payments in terms of the coin of the realm wherever
that is available in the countries of Europe. I think there are things
which we can do with that foreign money which will be helpful. o
think it will help to maintain the self respect of the people of Europe;
I think it will make available to them fully as much, perhaps more, of
the things they need to stabilize their governments as if we give them
ay h'ee, and it in nowise disturbs their financial f;ltuatlon because
the\ are not having to further reduce their precious dollar balances,
which are fulmlttedly very scarce. In addition we can make good use
of this foreign currency in ﬁuancmg an American information program
overseas 111([ this we must do or in my opinion all is lost.

No. 4. With the sole exception of Luxemburg, every country in
Europe owns its own radio station. Radio Paris belongs to France;

Radio Rome belongs to Italy; Radio Ankara belongs to Turkey, and
so forth. My thouOht is that they should make them  available for free
American use, both in the emergency program and long-range pro-
gram. Certainly the least we could ask is that they malke available to
us on their state radios free time in which to tell the people of those
countries about our program, in which to conduct a Voice of America
program, which would cost us literally nothing, provided the Congress
has the good judgment, which I am sure it is going to have, to establish
in this coming session a permanent program of information o that we

can turn out the type of manuseripts and radio broadcasts that we need.
It would then enable us in each of the countries participating in this
program to have time on the most popular wavelengths of the best

radio stations in the day or in the evening for programs in the lan-
guages of the countries receiving aid to o\plam to them where this aid
is coming from; that it has the label of the red, the white, and the blue,
and not just rhe red ; that it is an American program, and that we are
not doing it for any reasons of imperialism; thdl we are not war-
MOongers ; - that we are not tr ying to do the type of thing that Vishinsky
has accused us of doing, but we are doing it for the reason we want
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peace and order. The time is rapidly coming when we must also begin
to answer, in my opinion, the very vicious program of misrepresenta-
tion of American acts. I do not want the United States to tax itself
and spend its precious resources in feeding the stomachs of Europe
while only the Russians are feeding the minds of Europe because I en-
visage, if we do that long enough, we will develop some well-fed
Emnpedna who are going to have their minds poisoned against us, and
then we will have another war.

We have to be careful that our food is not poured into areas sub-
jected only to the vicious type of propaganda which is insidiously clever
and highly persuasive in convincing the Europeans that we are there
for no good purpose. If they get “that idea firmly implanted, then
the more we come, the more we do, the more vicious the propaganda
we have against us and the less likely Europeans are to feel we are
there as their friend.

We have an amazing amount of good will over there: we have to
keep it: we have to maintain it. And certainly in any country at all
where the radio belongs to the state, the least they can do is to say
“What radio time you need yvou can have ‘for free’ on our state radio
station, to conduct a program of education in this area.’

The fifth thing T would like to have us consider is the fact that we

saw many gratifying indications in Greece and Turkey, but especially
in Greece, that at this particular juncture of their history American
counsel is fully as important and effective as American cash. The
presence of American advisers, the counsel of American friends, the
suggestions of Americans who are chaperoning the things being done
with the money we make available can be henwml(mu]\ encouraging
and helpful in fortifying the forces of freedom overseas.

I do not think the engravers of Ameri lca can manufacture money fast
enough so that Americans can buy peace in the world with that money.
but I do think the men of America and the ladies of America, the
methods of America and the leadership of America over there, accom-
panied by an adequate program of assistance, and material aid, can
create an envunnment and conditions that are sufficient to preserve
the peace. |

So I plmd now, and T shall plead later, that where we can, and as we

an, we should provide that the money and materials which go overseas
be accompanied by advisers and by friendly counselors in dulmtr those
people to establish themselves along democratic lines.

Just as a sort of interesting ane cdote—there m: 1y be no particular
significance to it but it does sort of indicate what T have in mind—
let me tell about the luncheon we had in Athens at which we had pres-
ent the leaders of the two great parties of Greece. The Populists and
Liberalists, who have been at each other’s throats for many, many
years, have gotten together now on what they should do, how they
should do it, ete. And at this luncheon there’ developed this conver-
sation and this luncheon speech. The members of the two parties com-
mented on the fact that the leaders we had sent over there from
America as counselors were Governor Griswold, of Nebraska, a Repub-
lican, and Governor Cochrane, of Nebraska, a Democrat, who were
working there as a team, as associates and counselors, and that on the
committee they had surrounded themselves with were both Republi-
cans and Democrats. And they said, “If America can send Democrats
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and Republicans over here to work together to hel p Greece, the least
we can do 1s to work together to help ourselves.” 'There was Mr.

Sophoulis, the leader of the Liberal Party, and Mrs. Tsaldaris, the
Iv‘ulw of the Populist Party. At this little luncheon, one of the leaders
of the Liberal Party got up and said, “You know, we have been accus-
ing the Populists fm a long time of b(*mtv Fascists. They are right-
ists, but they are not Fascists. They do believe in a different kind of
covernment, but they are good Gr eeks. They are not Fascists, and we

are sorry we have accused them of being Fascists.” Then a leader
of the P()pll]lst Party got up and said, “We have been talking about the
Liberals as C ommunists. They are not Communists. They are
leftists and have a lot of socialistic ideas, but we can work together
as Populists and Liberals.”

I think we can use fire to fight fire. That is what T have in mind.
In other words, our counsel in the methods of using the money means
fully as much as the money, and to do the one and not do the other,
in my opinion, is apt to waste our resources and squander money
which America does not want and can ill afford to do.

No. 6. A Voice of America program, to me, is an essential pre-
requisite now'in the situation which we confront—telling the story not
only over the state-owned radios, but telling the atm\ of America’s
purposes, objectives, and policies—the pr;lu y of ]n(mmtmw peace
thronghout Europe on both sides of the “iron curtain™ by every COn-
um\.lhlv means we can, based along the lines of my bill (H. R. 3342)
which we passed in the House after much controversy during the Ill()lltll
of July. T hope the Senate will apprave that legislation and do it
speedily. That is essential. T think we set the minimum far too
modestly, and I do hope when the bill passes the Senate and when we
can gr d])])l(’ with the problem again that we are willing to spend not
less than $50,000,000 to do a man- “sized program of information abroad
at a juncture in history when doing something of that nature may be
the one thing that can preserve peace. And as I suggested a few
minutes ago in my third point, we can make much use of Tocal curren-
cies in foreign countries on our information and educational programs.

They tell me it costs about $150,000,000 now to build a battleship:
so I would like to spend at least a third of a battleship’s cost a year for
G years—that is the cost of two battleships—trying to make it unnec-
essary for the United States Navy ever to have to use another fleet in
military ac tion. I am convinced that the equivalent cost of two battle-
ships spent in that way are going to have great influence in the world
i the next 6 years, and that, hllll"’l y as Europe is for American food—
and it is hungry in certain spots, which we have the responsibility to
try to dl]m‘ntv-—-lnmtrl y as it is for food, Europe is hungrier for
American facts.

During those 6 weeks over there and since, T have spent a lot of
time trying to figure out the criteria by which we can judge the eflicacy
and wisdom of an aid program, some sort of test that, in my own
thinking at least, we should apply to the program. These following
Hllirtr(u..tp(] criteria are mine and not necessarily the recommendations
of the committee which it was my privilege to head on our overseas
study trip, Mr. Chairman. I have seven of them which I want to read
to you as I have worked them out carefully for this conference. They
are not very long. I am going to provide them for the record and dis-
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cuss them with you now. T look for a program of long-range aid,
to be submitted by the State Department, that is more comprehensive
than this now before us, but which also, it seems to me, should be kept
In our consciousness as we consider this emergency program. As I
indicated earlier, the one can be a pattern for the other, and some of
my recommendations apply to both programs if there is to be an aid
program of longer range and more comprehensiveness than the emer-
gency-aid program now before us.

SEVEN TESTS FOR JUDGING FOREIGN AID

The first test I suggest is, does it safeguard our American self-interest
by being compatible with our ability to provide the money or the mate-
rials involved in view of the fact that a bankrupt United States means
a beleaguered and broken world ?

You have to keep that in mind first. It was brought out by what
Mr. Herter said yesterday—are materials available ; are supplies avail-
able; are dollars available? It is brought out by the fact that the one
big thing the Communists are betting on most in Europe today is that
they can help precipitate an American depression. If they can wreck
us, they will wreck the world. And as our chairman has said so elo-
quently many times and as he said in his invocation, I was going to
say, to our committee when we started overseas, this Congress, and this
country are the one big hope of the world today. We have to keep in
mind at all times therefore that we must not destroy the world by going
broke ourselves or by impoverishing our own farm or factory economy.

Second, 1s it accompanied by an adequate and intelligent United

‘States information program abroad so American facts as well as
American food can be used to aid in the restoration and preservation
of world order and stability ? i

I have discussed that with you and with both Houses of Congress
ad infinitum, ad nauseam; so I won’t go into that any further, but that
1s a point we should consider. I am sure this committee agrees with me
fully on this point.

Third, does it bring into use the maximum amount of available food
and supplies from the rest of the world beyond the present boundaries
of Communist domination ?

America is not the only bread basket in the world. There are
some sacks of groceries, at least, tucked under the counters in other
areas, and I think we should do what we can to get all of those avail-
able food supplies into the stream of utilization in the areas where
they are needed, and I would like to have us keep that point in mind.
We must remember even American food supplies are not inexhaustible.

My fourth test is, is it flexible and adaptable enough to meet chang-
ing conditions and to avoid defining our pattern of performance so far
ahead that it can become the easy and ever-present target for those
desiring to see it fail ?

I think one advantage these dictatorial countries have been exercis-
ing over us is that they always retain an element of surprise. They
move quickly, can adapt themselves to changing conditions at once,
and to different situations. We have sometimes committed ourselves
too far ahead in our legislation and done everything we can to outline
every single step, so that everybody knows our whole course of action
in advance. I wish we would not do that this time; T wish we would
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not define the thing so far in advance that everyone can know now
what things we plan to do several years ahead and thus permit our
adversaries to do what they can to see that the thing won't work in
1951 or 1952. We should retain on our side some of the element of
surprise ; we should retain maneuverability so that we can meet chang-
ing conditions as they arise. I hope that our commitments will be
of such a nature, if we make commitments far down the calendar,
that we can adjust, modify, and alter them to meet a new problem, and
so that there does not develop a frozen feeling of expectancy on the
part of the foreign countries, so that they can complacently figure and
plan on this aid coming along regardless of what occurs. ]

I just wanted to emphasize that, because we do not want to run
into a situation where we would do great damage to those people, and
I want us to retain for ourselves flexibility of action so that we can
do something that will surprise our adversaries occasionally, which
is a highly important desideratum if we can ever operate on that basis.
Let us not ourselves in the position of the clumsy boxer who telegraphs
his blows so far in advance they are never effective !

Fifth, does it provide American counsel and leadership abroad as
well as American cash and supplies so that continuing benefits can be
produced which will perpetuate the gains beyond the period that we
are able to extend material aid? Because, if we do not build for the
future, 1f we do not project the benefits beyond the time we expend
our resources, we are engaging in a rather futile activity. If our aid is
going to achieve lasting results, it is going to require American counsel
and leadership overseas; it will require American methods and Ameri-
AN supervision. -

Sixth, does it present a comprehensive program for containing the
Communist aggression with its existing borders and for cleansing
communism thoroughly from our own Government, or does it simply
erect barriers to Communist aggression in certain areas of Europe
while leaving the gates open at home or in other important areas of
the world?

If we are fencing something in, we have to fence it in like a farmer
does—on every side. A three-sided fence is no good for keeping in a
wandering herd, and we cannot let there be a hole in the fence, which
means that we cannot have Communists operating in our own Govern-
ment. I hope certainly our Government is going to keep those things
in mind, and I think our committee should keep those things in mind,
because if we are trying to establish boundaries beyond which this great
Red-Fascist philosophy does not go, we have to look at the entire pic-
ture and not let ourselves be blinded to something which has developed
at home or developed in Asia or some other area.of the world.

Seventh, does it envisage concurrent efforts to find a way to prevent
a single power from blocking constructive peace-preserving programs
by the United Nations so that organization can gradually move into
its rightful function of preserving world order and stnb.ility, or does
it propose only that America provide aid to friendly foreign countries
which are in distress without endeavoring to establish a working and
effective machinery for safeguarding their antonomy by international
cooperation through the United Nations?
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We can ()11]\ undertake a program of expendltureq and consider it as
effective aid 1f we exercise increasingly a persuasive and persistent
and positive leadership in the U nited Nations to eliminate the road
blocks which are stopping that organization from doing anything of

rast significance in an effective manner today. I think Sec leta]y Mar-
shall’s “little assembly” plan is compatible with what I have in mind
in that connection. Maybe that is the answer: maybe not. But the
answer must be found, because the formula used by our ideological
adversaries is very simple. It is a football tactic. They are going
to block constructive peace-preserving measures from coming abont,
in the United Nations because they are already (.l‘wtl;,‘!‘éltlll“‘ llunmn
Marshall, Vandenberg, and everybody else and arousing suspicion bv
their dilator y tactics and blocking the United Nations from doing the
job.  When necessary, they block by use of the veto. And, whﬂe
they block, they build in Eumpv by acquiring new territory. They
were ]u-t Russian Communists in Moscow when we fought with them
as allies in the war: now they are Russian-controlled Communists in
Lithuania, Latvia, I‘mt(mm. Albania, Yugoslavia, Hungary, Rumania,
Poland, Bulgaria, Finland, and Czechoslovakia. Now there are these
12 that decide to oppose us, saying. “We will block the democracies
11(:11} doing anything in Europe.” During this period, they have
continued to build their Communist domination they have stolen a
lot of real estate, and today there are over 300.000.000 people with
their forces, farms, factories, and armies allied in a godless cause to
communize the world. While blocking progress toward peace in the
United Nations the Communist group has built rapidly toward its
goal of world domination.

We cannot let this continue. If we let that blocking technique
continue on the one hand and permit it to build up on the other while
we try to feed a few people and keep them from starving and hope they
will remain free, we are whipped when we start.

\ Consequently, any effective aid program must be accompanied by the
United States exercising prompt and positive leadership in the United
Nations.

Now, we can retain this position of leadership, in my opinion, but
we must iron out the wrinkles which are preventing constructive deci-
stons in the United Nations because I hope 9\*911tu.lllv the job which we
are called upon to do now unilaterally can be done by the international
family of nations 11911)1110' its less fortunate members. But, unfortu-
nately, the international family of nations cannot Iw]p its less fortu-
nate members today because the f family is divided against itself. I
think we ought to try to get the family back t(wetlle again, but, if
we cannot, even with the absence of an obstinate pmchlml son, let us
do what we can with the good members of the family toward estab-
lishing a workable and working machinery for the preservation of
peace and world order.

I thank you.

Chairman Earox. Thank you for your very statesmanlike, illumi-
nating, and informative prosentdtmn As T listen to young men of
your capacity and high promise, I admire you, even if I cannot imitate
youl.

The next speaker will be Mr. Jarman.
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STATEMENT OF HON. PETE JARMAN, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF ALABAMA

Mr. Jararan. Mr. Chairman, and my colleagues on the committee,

first, I did not realize until I listened to the able presentation of the
of Chairman Mundt, that I was to make a speech this morning; but I
reckon I am called upon to do it. But mine cannot compare with
that which he made.

I just jotted down some notes particularly germane to this legisla-
tion. Before I commence, however, I wish to say how thoroughly I
enjoyed visiting Europe under his able leadership; I mean, Chairman
Mundt. He did a fine job of steering the committee. We all thorough-
Iy enjoyed working with him and like him even better now than
before we left the United States. That is not alw: ays true of travel
companions, you know, but it is true, I think, in this case.

I did not hear the first part of his remarks, so I do not know whether
he referred to our itinerary or not. I will do it, even at the possible
expense of repetition.

We visited every country in Europe except Russia, Yugoslavia, Al-
bania, and Ireland—there simply being no particular reason to visit
Ireland—and we returned to the States in 38 days. Naturally, in
practically covering that entire continent so hurriedly, it was im-
possible for us ln secure the details which were undoubtedly gained
by some of you ladies and gentlemen who spent longer periods in
different ]ﬂdu'

For instance, the gentleman from South Carolina, Mr. Richards,
the other day, when we were inclined to disagree in the committee
ubout some figures and 1 found he had spent 2 weeks in the country
under discussion, whereas I had spent 2 days, T readily yiel lwl to him
in the knowledge that he undoubtedly learned more in 2 weeks than I
did in 2 days.

However, our prime purpose, as Chairman Mundt has told you,

vas to look particularly into the functioning of our cultural relations
program, to ascel rtain whether it is functioning properly. whether
it should be inereased, decreased. or abolished. And to do that, not
much, if any. more time was really required in any .country.

So I feel that despite the haste, the necessary haste of our trip,
we performed our prime function and had ample time in which to
do 1t.

I want thoroughly to agree with Chairman Mundt in his opinion—
in fact, I think all members of our committee will doso. T think others
ol you oentlemen who visited Europe as members of other committees
are also agreed that the cultural-relations program now is even more
necessary “than it was last year when that bill was in the House, or
than it ever has been. F urthermore, T agree with his opinion that it
is necessary that it be carried on on a much larger scale than we had
in mind when we were considering it on the floor of the House.

Of course. wl thudc was ouy plmm purpose, it was but natural
for any C(,Hg,mm (nolm«r imn Lmnlw at that particular time to
be interested, at least secoiiek llly in the Marshall plan: and equally
so for one who realizes as we all tn(la\ do the impossibility of our
ever remaining aloof, even for 2 or 3 years, as we succeeded in doing
during the uthm two World Wars, from any other consequential
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war anywhere in the world. I say one who realizes, as we all naturally
do, the impossibility of our remaiming aloof from any such war would
be interested in the political and economic and other conditions of
the countries that we visited. Because we know that when any con-
siderable segment of the people of the world are hungry, terribly un-
happy and there is widespread unrest, world peace is in danger.

I need not refer to the critical condition over there. We have had
ample, and will doubtless have much more, testimony on that score.
As to the need. there is no question, I think, of the need for our assist-
ance. While I agree with Chairman Mundt, that other countries do
have some sacks of flour under the counter, those sacks that perhaps
can be provided by other countries, I am afraid, would not do an awful
lot of good unless we contributed our barrels of flour to go along with
them.

I have been frequently asked the question since my return from
Europe whether we are losing ground in this critical situation. I
imagine those who propound that question have in mind. as I do,
when they say “we,” both the United States and others who have anti-
Communist concepts. T am very strongly of the opinion that despite
the fact that the situation does grow more critical day by day, and
despite the Communist efforts to which Chairman Mundt referred
which are succeeding today at Marseilles and other places, in other
isolated cases, I do not think we are losing ground in Europe. On the
other hand, I believe that since the passage by this Congress of the
Greek-Turkey bill we have not only not lost ground, we have not only
stopped the advance of communism across the rest of Europe, we have
gained ground.

It seems to me that we have evidences of that in several instances
which have occurred in Europe during the last few weeks. I believe
General Marshall indicated a similar opinion when he said something
to the effect that this legislation is necessary in order not to stop the
momentum which is in progress in the direction in which we want
to go; or something to that effect.

I believe my colleagues who were in Europe will find themselves
in substantial agreement with him in that opinion. Nor do I believe
we are losing ground in Europe as a nation. Not only did we en-
counter widespread appreciation for our efforts, but there is great
hunger for more information about the United States, to say nothing
of the widespread desire of Europeans to come here to live.

Now, as to the causes for the situation over there, many have been
given to you. But there is an important one that I have not heard
referred to during the hearings, and that is the substantial loss of a
generation during World War I. '

Certainly it is necessary to go back that far, if not further, to
ascertain the causes. In England, for instance, as you will recall,
there was no conseription during the first two years of that war,
which resulted very naturally in the flower of the youth of that land,
their very best young men, and practically all of &#hgm, I am afraid.
being killed in battle, being slaughtered in battle. "T'hat was during
the first 2 years of the war, before the cruciai period really commenced.

I have frequently wondered, and particularly since visiting London
recently, if it is not a fact that the leadership which would have preb-
ably led England out of the slough of despond in which it unfortu-
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nately finds itself. has not been sleeping in Flanders Field since
World War 1.

Of course, other countries suffered similarly but T believe England
is the only country that had no conseription and perhaps suffered
consequently more in that respect. Then, too, there was a great loss
of manpower which would cause even that to which I have just re-
ferred to fade into significance in numbers, although perhaps not in
caliber, during this war, in all countries. Of course, as far as Ger-
many 1s concerned, several million of their men are still prisoners.
We saw many of them. They are fortunate ‘111(1 seem to realize it.
That is, those in the countries we visited are. I doubt that a similar
condition exists in Russia.

I have also been very frequently asked the question whether the
people of Europe are trying to help themselves. Of course, as Chair-
man Mundt also brought out, there is a constant and continued effort
on the part of the Communists in Europe, and that effort will con-
tinue, of course, to prevent them from doing that. That Communist
effort succeeds from time to time. There are exceptions, but by and
large I gained the impression on this very hurried trip that generally
spe: 1k1ng. leaving aside the occasional success of the Communist effort,.
those people not only are trying to help themselves but, when their
handicaps are taken Into (Oll*—-l(lt”lclt]()ll——lhllldlcal)‘i such as the loss of’
manpower which T mentioned. the absolute destruction of fields, towns,.
homes, business places; the lack of farm animals and farm equipment,,
and seed and fertilizer. the difficulties of transportation from the
farms and small villages to the cities and the terrible inflation that
harrasses the land; and hanging all over that the tragic fear of the
domination of then conntlv o’r each country, by communism; the
realization that whatever they do accomplish, whatever they do save
may be through deflation or Communist domination destroyed next
week—1I say, I gained the impression that when all of those handi-
caps are consldmefd, and we must not forget the very unfortunate
drought, the people of Europe are, gener al]v speaking, diligently
dtt?lll[)tlllﬂ' to help themselves. Yes, I think they are dmm‘r very well,
particularly for hungry, undernourished people.

Of course, as I umler‘-tand one of the prime requisites of the Mar-
shall plan is that they do that. Not only that each country do what it
can to help itself but that each country contribute all that it is pos-
sible toward the rehabilitation of its neighbors before they come to
us for assistance. I am in thorough agi eement with the sentiment that
they should do that, that they should help themselves all they possibly

an before we contribute the knockout blow, which T hope and believe:
we will contribute by this and other pmpoqed legislation.

But perhaps I should have inquired before Imvmtr made that state-
ment, whether it is our duty to help them at all. First, I am strongly
convineed that it is our duty from a strictly humanitarian standpoint.
The people of the United States have never failed to answer the call
of suffering humanity when they could. T do not believe they wish:
to fail in this instance. I donot believe they ever will fail in the future.

But that is by no means the only reason. Whether we like it or not,
this great country of ours, pv:]m])a through no particular effort on our
]mts. but by and large because of its resources, its industry, the indus-
try of its people, p.nt](ulm ly since World War I, has just grown out.
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of all reason as compared with other countries. T am impressed that
it has grown somewhat like Topsy, into a position of leadership and
power in the world which places on the shoulders of our country :
respensibility which theretofore had not rested there—a responsi-
bility to the rest of the world that prevents it from closing its eyes
when any great portion of the world is in trial and tribulation, as
practically “all of Europe is, and is in danger of losing its way of life,
I say the position of leadership which is ours I believe also demands
action on our part in the matter of assistance to Europe.

But is that all? T am impressed, too, that we owe a duty in the
matter to ourselves, to our country, and particularly to the little
5-year-old boy who is playing around the fireside in the other homes
of America and to his unborn children, to do whatever we re asonably

an to prevent the domination of the rest of Europe and I)t‘lhd])b the
rest of the world by communism.

I ask you to compare the cost mL this legislation, whatever it may be,
whatever finally the Marshall plan and its long-range program may
cost, and the cost of whatever else we may do for Kurope, with the
cost of fortifying this continent and maintaining it as a fortress, with
a standing army of a size we have never before thought of in peace-
time, thx()utrhnut the years—I do not know how many years—of the
future. (eltdmlx it 1s better for that little boy, that 5-year-old boy,
to be called upon when he grows older. when he becomes a man, to pay
a little more in taxes than to have to forfeit his Ilife in what I hope and
believe will be unnecessary, World War ITI.

It may sound optimistic to some people, but T have by no means
abandoned my hope and belief that the United Nations is destined to
succeed and to prevent World War IIL. I realize that the situation
appears gloomy at times. I realize the necessity of such improvements
as I was delighted to observe this morning in the Little Assembly
matter, and I vealize that other improvements will be necessary in
the future.

But I say, I have by no means given up my hope in the United
Nations and I shall not sell it short until I become much more pessi-
mistic than T am now.

Somebody, some Member of Congress—I do not think he was a
member of our group—very aptly described the situation upon return-
mg from Iﬂumpe when he asked the question : “What would it cost us
not to aid Europe ?”

Yes, my colleagues, the foreign policy of this country was at one
time, to the average citizen, a very abstract thing, about which he knew
little and cared less, which he was perfectly willing to leave to
the State Department and to this committee and the l‘()l(‘l‘fn Rela-
tions Committee of the Senate. While that was true in yestervears, the
foreign policy of our country has now entered the home. entered every
home in America and it behooves ev ery citizen to interest himself n it
in the future, although he may have given no consideration to it in
the past, ;

I do not know how many of you visited behind the iron curtain. I
know quite a few of you did. I am impressed that it is necessary to
do that, despite what we have heard about it or read about it, T am
impressed that it is necessary actually to experience that feeling of
pressure, that feeling of str: mmnlatmn that one has behind the iron
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curtain, in order to appreciate the ‘-»Iflldtlt)ll that exists there and thp
absolute necessity of our deoing whatever is necessary to prevent its
spread and certainly whatever is necessary to prevent any danger
of such a condition ever being present on these shores.

That may sound far fel(hed to you ladies and gentlemen—the refer-
ence to such condition coming to these shores. But T am afraid that
there are people in this cnumn—lmt Communists, either—who have
not been behind the iron curtain and who perhaps do not know as much
about the situation there as do the members of this committee, people
who are conducting themselves in such a way, unknowingly, perhaps—
I hope unknow nmh —as to encourage just such a condition. And they

are by no means all i ignorant Americans, either.

Behind that iron curtain there is no freedom of religion, speech,
action, even on the part of the Prime Minister and the leaders of the
country. There 1s very little more freedom there than there is in a
prison ; and ecertainly not as much as there is in an army prison, where
there is considerable freedom.

My reference to the freedom on the part of the Prime Minister
reminds me of an occurrence—and Chairman Mundt spoke of a lunch-
eon which also reminded me of it—of an occurrence in Warsaw, which
was the second iron-curtain country we visited.

We conferred with the Deputy Prime Minister, in the absence of
the Plime Minister. He was a highly intelligent, reasonably young
man. I did not know anyvthing about lnnu whether he had been
reared or educated in Moscow, or whether he was a local stooge, or
what his particular state of servitude was.

I think we all gained a pretty good idea. When we went in there
were two stenographers %Itllllﬂ’ there. They looked pretty old
for stenographers; one of them was bald-headed. Of course.
we do not ever have any old stenographers around here! But they
had notebooks, very similar to the notebook on the table before me now.
They were taking down everything that was said. The conversation
was all in Polish. It was not very long before Chairman Mundt
asked the Minister a question. One of these stenographers told him
something in Polish before he answered. That procedure continued.
One of them would instruct him and then the other. Finally—or
perhaps T should say soon—we began to suspect whether they were
really stenographers or not. My opinion of the Minister began tu rise
in the same pmpmtmn as.] suspected what the real situation w

From there we went to a luncheon given by our ,\l‘l!hlhhl(l(}l' for
s, at which were present some of the leading citizens and officials of
Poland.

Now, I have been around here several years and have gained a cer-
tain amount of seniority. In fact, I am even senior to Chairman
Unm!' but as he was a Republican, T was not senior to him on this trip.

You know how they seat people at tables, according to seniority. Lo
and behold, T looked across the table—and, of course, all of the Polish
officials were seated according to rank, too—and directly across the
table from me was this bald-headed stenographer. I looked at the
chart they had given us to identify the guests, and found that he was
Dr. Alexandrovich, or something Tile that.

Now, our excellent stenographer here may be a Ph. D.; but T do not
believe we have a great many stenographers who are Ph. D.’s in this
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country. I never did discuss it with any member of our group and I
do not know whether anybody else agrees with me or gained the same
impression, but my estimate of this Minister grew a great deal when
I saw this gentleman sitting over there, because I became thoroughly
convinced that the Minister probably was not a Russian, not a man
reared and educated in Russia; that he was not even a willing Polish
stooge, because if he had been they would not have guarded him so
closely with these stenographers there to tell him what to say, and put
down everything he said and everything we said to him. I became,
therefore, a little hopeful for Poland.

I am sure that the others who conferred with him thoroughly share
my gratification that that fine gentleman whose name is something like
Mikolajczyk—I never can pronounce it—the great former Premier of
the Polish Government in exile, got away. All of us who conferred
with him in Warsaw a few weeks ago, I am sure, are equally delighted
with me that he succeeded in getting out from behind that iron curtain
and that surveillance to which he was subjected, because I do not think
he would be alive now had he not fled.

One must experience it to realize how it feels to have every act
observed. To realize that we could not leave anything in our suitcase
in the hotel room, even though the suitcases were locked, knowing that
the police would come around and search it.

We soon became able to identify these agents who were observing
us. They generally followed the same pattern, I thought; men from
30 to 35, not over 40 years of age: without hats, but with their hands
in their pockets, nonchalantly walking around in front of the hotel or
airport from which we would leave in a few minutes, apparently pay-
ing no attention to us, but if you observed them closely enough you
would see the furtive glances they would give us out of the sides of
their eyes as they strode about.

We were told that in Rumania 30 of Russia’s best agents were
assigned, not so much to observe us but to observe the people with
whom we conferred and doubtless to go back after our departure and
put pressure on them to ascertain what we said and what they said.

And I hope pressure is all they were subjected to. T hope even that
confinement is the worst that happened to some of them. I hope it
was nothing worse than that because I need not add that life is very,
very cheap behind the iron curtain. Asan illustration of that, the week
before we reached Sofia, that great. great. democrat, Petkov, was—
what shall I say ?—legally murdered. Of course, in Rumania another
great patriot, statesman, and democrat, Maniu, would have suffered
the same fate this week but for the fact that their constitution prevents
execution except for war erimes. And, as a matter of fact, since he
is 75 years old, the same thing practically has happened to him, be-
cause he cannot possible survive a Rumanian prison for a year.

I have already referred to Mikolajezyk, who was just lucky. As he
stated to some of us he had no hope of living very long. He was just
lucky that he got out. I repeat my great gratification that he did.

In conclusion, Mr. Chairman, I should like to say that I am in
thorough agreement with the opinions that have been expressed that
we should go very carefully into this legislation. T am always in favor
of that procedure. That is democracy. By the same token I am
equally opposed to needless delay.
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I was impressed, when Chairman Mundt was speaking, and yester-
day when Chairman Herter was speaking, that we do have so much
more personal, first-hand information about this proposed legislation
than any legislation T have ever had anything to do with and I imag-
ine perhaps any legislation that has ever been before the Congress.

So that I am wondering if it does not behoove us to be sure that we
do not go into the matter too laboriously, into all of the details and
spend too much time and thereby lose, as General Marshall said, too
much of that momentum which is now in progress, thank God, in
Europe, against the spread of communism. I wonder if it does not
behoove us to readily subdue any temptation relative to pride of au-
thorship, publicity, or political benefit in the interest of our country.
I do particularly hope we will not repeat the fiasco which occurred
when the last relief bill was on the floor.

The President, as you know, called this committee and the Foreign
Relations Committee of the Senate to meet last Monday for no other
purpose than the consideration of this legislation. Shortly there-
after he called a special session of the Congress to meet next Monday
for no other purpose, as I understand it, although I may be incorrect
in this, until this is out of the way.

I realize the price-inflation situation is in his call, and T think we
should take whatever action we can on it. However, I have gained
the impression—I do not think that he said so—that this legislation
has priority over that legislation, if for no other reason than the fact
that the other committees are not considering that question at this
time.

Therefore, I cannot refrain, in conclusion, from urging that we
members of this committee, particularly in view of our knowledge of
the facts in connection with this legislation—facts so much greater
than we have ever had before—not permit that knowledge to cause
us to go too laboriously into the finite details of this matter and
thereby bring about what might prove to be a great loss, a set-back of
this momentum to which Secretary Marshall referred as being in
progress in Europe today. I can think of no meritorious reason why
we cannot meet General Marshall’s suggested dead line of November
30, particularly in view of the excellent reasons he gave for it.

Chairman Earox. Thank you, Mr. Jarman, for your very informa-
tive address.

Mr. Munpor. T wonder if T might add just a word there, because
I think Mr. Jarman’s splendid testimony is typical of the fine type of
men on this committee that were assigned to me. I am sure that no
chairman ever had a more able subcommittee than the one that I was
privileged to work with on this trip.

They were a most congenial group. They were tough-minded and
approached the problems objectively. I was not only amazed but
gratified by the fact that the Members from the two Houses of Con-
oress, from every section of the country, equally divided between
the two parties, should arrive at such a widespread area of agreement
as we wrestled with the prodigious problems overseas.

Chairman Earon. The next speaker will be Mrs. Bolton.
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STATEMENT OF HON. FRANCES P. BOLTON, A REPRESENTATIVEL
IN CONGRESS FROM THE STATE OF OHIO

Mrs. Borrox. Mr. Chairman, the nnusual opportunity \cm are giv-
ing the members of the committee in bringing to an open meetmrr
of this kind something at least of their findings and impressions

gathered during the recess period is a most lllt('lt‘-t]n”' development
of your constant efforts to give vitality to the democratic processes
that constitute America as th(*v function throngh your committee. I
regret only that there have not been enongh hours in the last days of
('()l]‘\l ant meetmm to bri mg you fmvthmfr more than a ver y mformal
story—a paxtml one. ()m more for m:d report is in process, and will
be submitted in the very near future.

Subcommittee No. 5, of which T have the Lionor to be chairman, is
charged primarily with ascertaining as much as possible what are the
effects of the application of Socialist controls; of the 1 rapidly growing
nationalist movements: of the inroads of Communist influence; mﬁ]
tration ; and controls: of health conditions; the status of women; and
so forth.

In addition to these pmti('nhl matters, we were asked to secure what
information we could relative to the industrial and agricultural possi-
bilities in the Near East. as well as the possible need for information
facilities and such other matters as relate to the welfare and security
of the United States.

When called by your cable advising us of these special committee
meetings, we returned with a considerable part of our territory un-
explored. However, it is our hope that the information we now have
will be of vital and practical nse to the full committee and to the House.

Your committee sought and secured information in England, France,
Germany, Belgium, \n*«tl 1a, (Czechoslovakia, Italy, %p un, Greece,
and Turkey. and the Near East. Its members participated in first-
hand reactions to the unexpected results of municipal elections in
England, France, and Italy, in actual experience of guerrilla warfare
in Greec e, iIn the reaction to the plan for the pmtn]nnllw of Palestine,
and the Tranian decision relative to oil concessions. This could not
have been, had we not decided at the outset to separate into small units
and spend the major part of our time in those areas for which our
interests and general background best suited us.

llwlm‘mo, Mr. Chairman. I will confine myself in these few minutes
this morning to giving you a brief picture of certain phases of the
studies that C(mﬂu‘“ﬁmdn Merrow and I made in the Near East, he
will touch upun “others. The full report will attempt to cover the
field far more adequately than can be done today. Mr. Jackson will
give you something of the results of the experience that he and Con-
gressman Teague, who accompanied him, had in Greece and Turkey.
Mr. Maloney will cover some of the industrial angles.

It. would be difficult to estimate the str: 1tt‘”‘l(d”\’ important ])tN~
tion of this bridge between continents, which is the Near East. With-
out question this will be incre: wsingly evident as the oil developments
bring it into larger focus.

Greece and Turkey form a part of the frontier between the western
world and the world controlled by the Soviet Government, but it would
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be the height of misfortune if we failed to recognize the strategic
place coupw(l by Iran and also by the very much- less-not iced country
of Afghanistan. It is a long frontier and a great deal is involved.

Prevented by the cholera epldelmc from making Cairo our head-
quarters, Mr. Merrow and I, with our staffs, went first to Palestine.
Arriving in Jerusalem almost simultaneously with the announcement
of the United States’ position on the partition plan, we felt the full
impact of the dissatisfaction it engendered. Warned upon our arrival
at the airport of the pnlwe orders to stand still when the siren blew
until the all-clear, faced with barbed-wire entanglements strung
around the five restricted areas and the constantly lvqunml passes,
we experienced somewhat dramatically the terrific tension now exist-
ing in the whole area.

It was immediately apparent that no group was pleased with the
UN plan. Although the Jewish agency (the Zionist headquarters)
had :u-vepte(l the pulmmi plan, it seemed to be generally under-
stood that they did so only temporarily.

The full-page statement of the Zionist Revisionists printed in New
York refusing to accept partition was clearly reflected in Palestine
where Revisionists are 20 percent of the Jewish population.

That the decision was most unpalatable to the Arabs was imme-
diately evident, although we met with the utmost courtesy from them
wherever we went. U nanimity between Arabs and Jews seemed to
exist on two points only:

First, that the British withdraw, and at once.

Second, that whatever the results might be, each group felt able
to handle the consequent problems.

These problems are not simple, for there is no ]_n'v.s'ent unity within
the separate groups. Inquiries developed that both Jews and Arabs
have definite armed strength. The Jewish agency’s arm is the
Haganah, which under existing law is an lllenlimnte organization,
moderate in its action. There seems to be no doubt in the minds of
the authorities that the armed force of the Revisionists is definitely
the terrorist Irgun Zwai Leumi. The so-called Stern gang was more
difficult to identify with any particular group, dl”lﬂll“ll the con-
sensus of opinion seemed to be that they work with the Communists
and fellow travelers.

In presenting the situation as a whole, all the elements should be
considered. It is not necessary to dwell npon the Zionist attitude in
the problem that Palestine has become, this is well known in the
United States. Although their spokesmen insist that they represent
the majority view of Jewry, an unemotional and objective study
reveals that there are groups of considerable size not only in the
United States but in Palestine as well who are deeply opposed to the
Zionist program. The least known of these, at least to us, is the Ortho-
dox group, who are strangely inarticulate but who feel that Zionism
Is the greatest tragedy ever faced by the Jewish pmpl{- of the world.,

The acceptance h\' the majority group of the partition plan has
brought forward the Revisionist group who are as violently cpposed
to partition as they are to communism in any form and the Kremlin
in particular. How all these contending forces within the Jewish
group will settle their differences fortunately is not the responsibility
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of any outsiders, but it is important that the fact of their existence
be recognized.

The Arab view relative to our position is one that has had little
airing in the United States. It would be impossible to present it
adequately in these few minutes, but if a balanced picture is to be
given mention of it should be made.

There is no need to dwell upon the historical claims of the Sons
of Ishmael, Son of Abraham, to the land in question; that is well
known. But we would be failing in our responsibility did we not
give you something of the present Arab attitude, for little is known
of this in America. Educated in American schools and colleges in
the Near East and in the United States, they have believed the teach-
ing that democracy rests upon majority rule. To be faced with what
they consider our complete reversal of this fundamental tenet has
not only confused them but has made them feel we have let them
down both morally and spiritually. And they are as unmovable
from their position as are the Jews; yet there is no complete accord
among them, either.

Discontent with the leadership within the Arab High Commission
has led to the recent development of a group of young Arabs whose
tendency to reach out towards the Communists is troubling thoughtful
people, although communism is distinctly distasteful to the Arab
whose whole life is centered in his religion.

We found the surrounding Arab countries giving evidence of their
readiness to take part in preventing the establishment of the Jewish
state. Syria had moved troops down to the border. Iraq probably
has by now. The Trans-Jordan Arab Legion, used for some time for
police duty within Palestine as well as on the borders, would naturally
form a part of Arab strength should difficulties occur. Arms are not
hard to come by, and have been brought in by both sides for some time.

The deserts where the battle occurred during the war are filled
with ammunition dumps, with guns, and so on; these are brought
in over smugglers’ routes that have existed in those areas for countless
centuries.

Another element which has developed considerable strength in the
past few months is the growing popularity and power of the Mufti,
Haj Amin Al-Husseini. Xenophobia is very much on the increase in
all the countries of the Near and Middle East, undoubtedly subtly
fostered by the Kremlin, but in the Near East openly led by the
Mufti. He is a power and his announcement that all in disagree-
ment, with him will be liquidated will not help the peaceful solution
of the partition plan should such action be definitely taken by UN.

At the moment, the United Nations vote has not been taken, and
the situation appears to be growing increasingly complicated. What
will result at Lake Success is unpredictable, but in submitting this
résumé of the situation with complete objectiveness, we do so with the
sincere hope that, difficult as the situation now appears, strength may
be developed by those Atabs and Jews who feel that it is possible even
yet that a peaceful solution may be arrived at. If there are a suf-
ficient number of these it is conceivable that once the British are out
and the two peoples are faced with the full responsibility for their
common future, wiser counsel may prevail.
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The effect upon our relationship with the Arab world is exceedingly
difficult to prophesy. Until perhaps a year ago, thanks to the splendid
work of the State Department through our Fmelfrn Service officers,
as well as the contacts established by the oil companies, the United
States stood ace high with the Arabs everywhere.

Where we stand in the future will undoubtedly be considerably af-
fected by whether their desire to see their oil developed for their own
best interests is strong enough to hold the inc reasing animosity in
check.

At the present moment the pipe-line contract with Syria, though
signed, has not been ratified. Our information was to the effect that
ev ervthmn’ is being done by the Mufti and his group to prevent the
ratification. There is without question a very real danger to the whole
spirit of our dealings with the Arabs.

One of the matters which I mentioned we were asked to look into
was the possible development of agriculture within the Arabian
peninsula.

You will recall that centuries ago the Euphrates Valley was popu-
lated by millions of people. It is now inhabited by a very few people.
The accumulation of silt and wonderful soil in the Euphrates Valley
through the centuries has left a situation that is utterly unbelievable
in its posclblhtleq A little water in that area could be made to
produce an almost incalculable amount of food, grains, and so on.

There is a very old dam which was destroyed by one of the early
conquerors of the area. This could be rehabilitated, as we say in
these days, and could become again one of the means of profitable
life for that great area.

If we could call upon Iran, Syria, and Saudi Arabia for some of
the foods which now are not available to western Europe because
of the Soviet domination of Eastern Europe, we would have a very
great renewal of strength for the western area. Such a development
1s, of course, (101)endent upon whether we keep the friendship of those
who inhabit that area. If the eastern Mediterranean were closed to
export, then we would find ourselves in a very difficult position indeed.

Mr. Chairman, my colleagues are going to cover some of the other
areas of our studies, but T want to ]Tlﬂl]\? mention of one other m: vtter,
and that is the quality of our representatives in the Near East.
Others can comment upon their quality in Eumpe but T would like
to express what was very strong in Mr. Merrow’s mind, and my own,
an appreciation of the very hmh qnahtv of service that is homt‘r
rendered by the members of the Foreign Service, by the stenogr 1])111(:
force, who are civil service, and by the aliens who are omplovml n
the consulates, legations, and embassies. It 1s quite impossible to
express what one feels.

Take, for instance, in Tehran, where the water is such that one
cannot even brush one’s teeth with any safety. Women are there
with little children. They are responsible for their health, having
to have constant vigilance over everything they eat and everything
they do. There are very curious and strange diseases. There are
amazing dangers to health there which are little understood by the
western physician. As a matter of fact, there are only two Amonmn
phvsioifmq in Tehran. One is attached to the mlhf'n‘v mission; the
other is Dr. Avery, who is with the Public Health Service, loaned to
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the Persians. Both are amazing in their willingness to work over
hours when any need occurs in thu -anks of the Anwlwms who are
there.

In addition to our Foreign Service people there are those who have
gone out representing the oil companies and representing other in-
dustries. There, again, the choice has been extraordinarily wise.
The young men an(l women with whom we talked, and the older ones
as well, have a deep sense of their respons sibility to this country
to loplef-ent us adequately. Their behavior is amazing because they
are in a very alien land.

The Arab countries, naturally, under the Koranic law, restrict the
activities of all women. In some of the countries the Arab women
still go veiled but whether they do or not restrictions are there, whether
for .\mb women or aliens It has been very difficult for the American
wives and employees to retain adequate morale while able to do only
those things which are permitted under-the customs and traditions of
these c()1111f1|(=- I want to express what we felt very strongly—our
appreciation of their attitude and their actions,

And a word about the information program. At every point we
found a truly desperate need for books, magazines, and ])(*.lhullll(‘l to
say nothing of a bit of a voice.

The ()f]lt‘l countries are all established. In Persia, for v\nnp]o
England has seven mobile movie units. And may I say in passing
that it might be well for us as a nation to look into the direct results
and effects of some of the ver y unfortunate types of commercial motion
pictures, which are sent out into these areas. T hey undo, in many in-
stances, anything which an information program might contribute to
have us tuloqmtvlv understood as we are, in these areas.

My, Chairman, may I say just a word relative to the matters which
recalled us from Europe to the special committee meetings, and to the
special session of the Congress?

It became very apparent t duri ing these weeks of travel that the Soviet
GGovernment 18 h)(‘nasnw its %tmtwmm in the “cold war” upon which
it has launched, upon France, IicllV- and Austria. The viciousness of
the attack cannot be adequately described. Tt is my considered opin-
jon that the people of our country must be given a frank, calm, dispas-
sionate picture of the actual situation of \wut( rn Europe. If such a
picture is given they will quickly recognize their responsibility not
only to Enm]w but to their own future sec urity.

What is going on—this that has been call ed a “cold war”—must be
faced realistic ally. It is not a war between the great mystical people
of Russia and the freedom-loving people of the United States and of
the world. This is a cold. relentless, ruthless struggle for complete
domination of the entire world by a small group of men—and alas by
women, too—who, when they made the state their god, allied them-
selves with the terrible forces of destruction. Take from men the
knowledge that there is a higher force, deprive them of the certainty
that the ]m:]\ is only a house into which the sonl comes for growth and
experience, take from them this certain hone and vou st nt ihem on a
voyage of retrogression and self-destruction. This is the war that
must be won, fr u*mls. Once won, the. chance of a fighting war will
recede into the distance.

But we shall not win it by leaving France, Italy, and Austria with-
out hope of bread and of the tools and the seeds and the medicines with
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which to strengthen themselves for the resistance they are making and
must continue to make to the unbelievable pressures being put upon
them by these purveyors of destruction in the Kremlin.

Exacting eﬂuwm and judgment of those who will be in charge
of the lifeline—for such this interim aid actually 1s—is nnpmatlv
We must study this measure with great care: we must insure its ade-
quate administration, but this lifeline must be a strong line, strong
enough here at this end (which means a strong Ameriea), strong
enough to carry the load—mnot a penny-wise-pound-foolish bargain
sale piece of 11(’11111

Chairman EaroN. Thank you very much, Mrs. Bolton.

Mrs. Borron. Thank you, Mr. Chairman.

Chairman Earon. We are deeply indebted to you for this very fine
presentation.

Mr. Mansfield, do you wish to proceed now?

Mr. MansFieLp. No.

Chairman Earox. Mr. Richards wants to be the first at the after-
noon session., so we have room for one more before we recess.

Mr. Merrow. I believe he is not here.

The next is Dr. Judd.

Dr. Jvon. I am not prepared to proceed now.

(hairman Earon., Mr. Lodge of Massachusetts.

M. Lobce. 1 lwtr your pardon.

Chairman Eaton. I beg the gentleman’s pardon for my lapse of
lingua, Mr. Lodge of Connecticut. I believe you are the only Lodge
that built his lodge in the vast wilderness of Connecticut.

STATEMENT OF HON. JOHN DAVIS LODGE, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF CONNECTICUT

Mr. Lopce. Mr. Chairman, I have no prepared statement. 1 ap-
preciate very much the honor of making a deposition before this dis-
tinguished group.

I want to congratulate our chairman on the masterful and ener-
getic fashion in which he has held the fort here in Washington during
the absence of so many of us overseas.

I also want to pay tribute to Congressman Mundt and to my col-
leagues on the Smith-Mundt committee for the mvaluable work they
accomplished during our trip together. This was certainly no junket.
It was a trip of backbreaking work, which required the utmost effort
on the part of everyone.

I left the committee in Rome, or rather, I remained behind in Rome
while they went on to Madrid and Lisbon and then back to the United
States, my desire being plml.llll\ to gain as much imformation and
special knowledge as I could of the Italian situation. Acc ordingly,
with your permission, I shall address myself particularly to that situa-
tion, since other aspects of this vast problem have been so ably cov t'l(ll
by my colleagues and by other witnesses whom we have had appea
here before us. In the interests of brevity, I shall confine myself to
a mere outlino,

Now, in going into the Italian situation I was primarily prasceupied
with three mzin aspects of the world dilemma.

The first 1s the USIS program.
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The second is the post-UNRRA aid bill, Public Law 84, which is

called the AUSA in Italy

The third is the question of national security. Since I am a member
of Subcommittee No. 1 under our able chairman, Mr. Chiperfield, of
Illinois, T thought it was incumbent upon me to look into that pre-
eminent question in order to make a report to him and to the sub-
committee upon my return.

In addressing myself to the strategical implications of Italy’s posi-
tion, I want it clearly understood that this approach takes into consid-
eration the great ground swell of barbarism to which we are exposed
in the world todax —the fundamental challenge of liberty against
tyranny—the demand upon us all to show how (lec-ph we appreciate
the responsibilities which are inseparable from our liberties, the chal-
lenge to our system, and the moral and spiritual factors which are
involved. I shall not discuss these vital factors now.

There is, however, an immediate challenge in connection with
Europe, and ]J"l]tl(‘uldl]‘, Italy, to which I should like particularly to
call your attention.

In the course of my time in Italy, I visited Rome, Naples, Salerno,
Civitavecchia, Florence, Genoa, Milan, Turin, and other cities and also
Trieste, which, although it is not officially a part of Italy, is neverthe-
less, for some rather obvious reasons, appropriately to be considered in
connection with the Italian problem.

With the exception of my trip to Trieste my Italian travels were
made by automobile, and that gave me a chance to look at conditions a
great deal more closely than I would otherwise have been able to do.

I need hardly call to your attention the events of yesterday and today
in Marseilles and Naples which serve to illustrate what has been my
conviction for some time now with respect to the problems in western
Europe.

There are a few facts in connection with the Italian situation which
I should like to have you bear in mind in connection with the Italian
problem :

First. The Italians are working very hard. I think that is the
consensus of opinion of most of my colleagues.

Second. They are suffering primarily from overpopulation, and this
is a situation which the Italians cannot solve by themselves. It should
be studied by the Economic and Social Council of the United Nations.
I believe that it is one of the most urgent duties of the appropriate
United Nations groups to address themselves to that problem in order
to relieve particular distress in Italy.

Third. They are, of course, suffering from the widespread destruc-
tion and ravages of war and from the confusions of the Anglo-Ameri-

an postwar 1)011cv

Fourth. They are suffering from the effects of the Italian peace
treaty and the uncertainty of the status of their colonies.

Fifth. They are suffering from communism, from the infiltration
and disruptions of the Communists ordered by Togliatti and Lungo
and from the pressure of the Yugoslavs on their borders. Here it is
appropriate to point out that the Ttalians are generally speaking,
Communists by default. Of the supposed number of 2,200,000 (‘0111-
munists in I(‘ll\‘ I believe as a result of my investigation, that the
Ttalians are Communists by default rather than by conviction. The
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number of Marxists is very small, and the number of actual Comin-
tern agents is very small. They are Communists in the same way that
they were Fascists—for lack of a sense of a constructive alternative.
That is where we come in. I think it is important to bear in mind that
the former army of liberation, the Partegrani, is now the center of the
Communist movement and that the non-Communists have withdrawn
from that organization. It can be compared to the FTPF in France
which was a kind of byproduct of the FFI, which was largely dis-
banded after the war.

Approximately—and this, of course, is a rough estimate—one-half
of the leading Italian Communists, are former Fascists. This is a
measure of the c ynical nature of the Communist movement.

I need hdl(“\' tell you that communism as it exists in these
various countries is but the cynical tool of Soviet imperialism, and has
no bearing on any truly ideological concepts. The proof of that is for
example in the Warsaw decree that real Communists, the Leninists, or
the Trotskyists, and the Marxists are the first to be liquidated. They
are Public Enemy Number One. That is a matter of official record.

The same thing applies in Italy, of course.

Now, there are three stages in this so-called cold war: The first is
the utempt to capture a legally constituted government by constitu-
tional means; the second 1s the resort to internal force.

The third 1s war.

I will take up the third first.

In my opinion, there is no immediate danger of war. On the other
hand, based on conversations which T had with the most responsible
people—people in the highest official positions in these various coun-
tries, there is no questmn in my mind that if Russia chose at this point
to capture western Europe by war she could do so in approximately
2 or 3 weeks, including Spain and Portugal.

I personally do not believe she will do that. T believe that in France
and Ifaly, Russia has abandoned the attempt to capture these govern-
ments by constitutional means. That is largely due to our efforts to
maintain liberty and independence in those countries. I believe that
they have now decided to resort to internal force. Current events in
these countries are an indication of what we may expect.

In Italy there are a certain number of factors which should be borne
in mind 1 connection with this attempt :

First. The Italian Treaty is considered by most responsible people
in Italy and in France to be a major catastrophe. As you recall, it
]nmuh-s for the withdrawal of United States troops. I had a con-
versation with General Javnes in Leghorn and he infor m('d me that
all United States troops will be out of Italy by December :

Second. It provides for a reduction in the Itali: m k.n‘\ to 25,000
officers and men. Here I might say that the Italian Navy is 100 per-
cent reliable ; there are virtu: 11]}_ no Fascists and no Communists in the
Italian Navy. That was true during the war and it is true now. But
the Navy is small.

The Army is reduced to 165,000 officers and men, and then there are
60,000 Carabinieri who are on the whole reliable. The Army has
beoun to be infiltrated with Communists, but in their chief of staff,
General Marras, they have a very fine soldier.
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Third. The treaty provides for the defortification of the Italian
frontier which results in much danger, particularly from Yugoslavia,

Fourth. The very cold winter ahe ad. The people will be Luge]y un-
heated in Italy: whatever coal is provided will go first to industry.

Fifth. They will have, in spite of everything we can do, an auster ity
diet. It will be inadequate. It will be the best we can provide.

Sixth. Unemployment is increasing. When I was in northern
Italy, in Milan, thousands of workmen were being laid off because
the plants had no longer any means with which to pay them and there
was a lack of raw materials. They had some Export-Import Bank
funds in one organization, the Fiat company, where they were going
at full tilt, but in general there was increasing unemployment.

Seventh. Fear. Fear is what really breeds adherence to com-
munism. The Italiang and dl--(1 the French have been through sucl
terrible sufferings, from the Nazi, that it is hard to overestimate how
much their resistance to suffering has been broken. Human flesh and
blood simply cannot stand any more of that type of treatment and
oppression, and so out of fear they become Communists because many
of them believe that communism is in the offing.

Eighth. The complete inadequacy of U SIS, Congressman Mundt
has elaborated on that and I shall not take the time of the committee
with it. I should like to make a separate report of my observation in
this connection.

Ninth. The inadequacy of publicity in connection with the post-
UNRRA aid. Generally speaking, they do not know where it comes
from. There are a few labels pasted on here and there, but by and
large the amendment which, as I recall, our distinguished colleague,
Mzr. Vorys, introduced to the bill and which I 11n.m;_r]1t was an excel-
lent amendment, has not been implemented as it should have been.

Tenth, the shortage of raw materials.

Eleventh, and perhaps most important is the fact, that the most
evil legacy which Mussolini bequeathed to the Italians is that he
muddied the waters of an honest, decent patriotism; so that it is hard
for Mr. De Gasperi, who is a very fine man, a good man, and an
able man, to make a call on the patriotic feeling of the Italians
without resusecitating latent fascism and without accusations that
he is another Mussolini, That situation does not obtain in France,
and this factor presents the Government of Italy with a very difficult
problem.

Now, with reference to our position in Italy: In my opinion—
our choice is between the De Gasperi government and communism,
It may be that Mr. De (Gasperi has had to resort to some measures
which might be referred to as socialistic. The question of whether
or not we believe in socialism is neither here nor there in this par-
ticular problem. It is a question of constructive alternatives. Un-
less we are willing to think in terms of constructive alternatives I feel
that we are going to miss the relentless realities of the situation.

Now a coup, an internal coup, is very likely. The provisional
assembly expires on December 31—it has already been extended six
mnmhs. and of course, you all realize, T am sure, that the Government
in Italy is not a permanent Gov ernment at this time. There are elec-
tions in March coming up. The Russians feel that time is running
against them. '
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The Carabinieri are pretty reliable, but they are not more than
60,000 in number; they possess Inadequate equipment, and there is
reliable upllllnu among most of the thonghtful people to whom I spoke
that the Communists who are well armed are 1n a position to dispose
of them within about 3 days.

Due largely to United States aid communism is on the ebb, as far
as [:upllhlllt\ 15 concerned : and that is exactly the reason why, in my
opinion, it is most dangercus. Because of the fact that it is on the
ebb: an internal coup is morve likely.

In other words, we have rendered great assistance but we have by
virtue of the effectiveness of our assistance precipitated a situation
in which we must now consider what we are going to do to safeguard
our great past and prospective ]!i\(“‘-tilli‘]h“. to protect our strategic
position, and to protect freedom in these two countries from the on-
slaught of Soviet tyranny.

The help which we have rendered to It: uly is well known. T will not
take your time to enumerate that. Suflice it to say first that in spite
of the well-known inefliciency and misdirection of some of the
UNRRA aid, nevertheless it was an important support and it did
do a lot of g(mt]

Second. There was the agreement renouncing approximately a bil-
lion dollars of Ttalian debt due in part to the expense of the United
States Army of occupation, and I will not go into the details of that.

Third. There was the unblocking of $35.000,000, with the United
States Treasury, the release of $15,000,000 with the Alien Property
Custodian, and the transfer of some 200,000 tons of shipping to the
Italians. This was provided for hy a bill passed in the last 2 days
of the last session.

Fourth. A large quantity of merchant shipping which was pur-
chased from us ]J\ the Italians.

Fifth. The United States, while T was in Italy, renounced their
share of the Italian Navy. This produced an excellent effect in Ttaly,
and I devoutly hope that Britain will follow suit.

Sixth. The post-UNRRA aid, the AUSA aid, is of tremendous
importance. I need hardly sav why. As a passing comment I might
remark that it is a paradox of human nature. that people are often
willing to die for ]|lw1t\ but that they will give up liberty it order to
live. AUSA aid has helped them to meet that problem.

Seventh. The Marshall plan and our interim aid has, T th nk. done
much to consohidate the forces of anticommunism m Ital /—I use
the term “anti-Communist™ because there are some 14 parties in Italy.
Indeed it might be said that while there are in Italy some 14 parties
and but 2 ways of thinking, in the United States there are only 2
parties but at least 14 ways of thinking.

Now, an internal coup seems to me unlikely before the end of the
vear. I believe that they will hold off for a discreet length of time fol-
lowing the withdrawal of U. S. troops. I am not a pmpln- . and of
course there are many unpredictable factors; but based on the facts I
am trying to present, it might well come around March before the
elections. I believe it will be synchronized with general strikes in
France. Therefore the burden of what 1 have to say is to direct
your attention to aspects of this problem, which have nothing to do
directly with economic aid, although of course it affects these various
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problems. Economic aid may not be enough—and it is not that the
amount that we appl()pnate by way of economic aid will not be
enough. It is that economic aid and relief in and of themselves
may “well not do the task. Where the stakes are so high, can we
take that chance? Lincoln said “Let us hope for the best and prepare
for the worst.” Can AUSA amplified and extended by whatever
we appropriate for intensive aid go far enough to help the De Gasperi
government protect itself against internal forces, to protect the legality
of the Italian Government against extralegal force. This is a matter
of our own national self-interest.

The greatest danger is in northern Italy. That is the heart of
Ttalian 1ndu-t1v It is an area about one-fourth the size of Ttaly but
it contains one-half of the population. The entire valley of the Po
is known to be organized by the Communists, stretching all the way
from Florence, Piacenza and Bologna to Milan and to Genoa in the
west and Venice in the east. That whole valley has been organized
from the Mayors right down to the postmen. They are Cnmmumst%,
and in some of those areas they are paying no attention now to the
edicts, to the regulations, and to the laws promulgated in Rome.

If Milan falls northern Italy goes, and then it would be possible—
and, of course, I am not a mlht‘uv expert—but it would be possible
£or the Communists to draw a line south of Florence and to divide Italy
in half. Although there are few Communists in southern Italy,
southern Italy and Sic 1ly could not hold out.

It Italy goes, I need hardly call attention to the fact that the posi-
tion of Greece becomes untenable, the program in Greece is completely
outflanked, the $300,000,000 which we have invested there will be lost,
and our efforts in Greece will have failed.

Now, of course, if Greece goes there is no question that Turkey
cannot hang on, although the situation in Turkey is different because
of the fact that there are no Communists within T urkey. Accordingly
Russia would presumably have to resort to an overt act. In any event
the pmmon nf Turkey would be untenable.

I had a 2-hour conversation with the Chief of Staff in Turkey
and Mr. Sadak, the foreign minister. They said that the Turks
will fight to the death for liber ty, but they cannot hope to win.

And I am sure that most of you gentlemen would agree with this,
that if Turkey goes the entire M}(l(lle East, and with it x*lttll Arabian
oil, the Suez Canal, and Egypt will be lost; north Africa of course
would be helpless to defend itself.

As to whether France could hang on under those circumstances I
leave to your imagination,

Accordingly we might wake up some fine day to find ourselves faced
with the plnblvm of being cut off entirely from Europe. We might
find the Red tide at high tide on the Atlantic. I am not a military
expert, but there is grave question as to whether England could be
used as a base, because of the long-range weapons which are now in
the offing, and the United States w ()ultl find itzelf Hud(lonlv face to
face with an enormously difficult and highly expensive strategical
problem. Therefore, I believe that we have to reassess the llneats to
which we are now hub.]e(:ted. “A stitch in time saves nine”; “An
ounce of prevention is worth a pound of cure.”
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If I may say so, I think we have a tendency to indulge in certain
superstitions and that these superstitions stand in the way of effective
action at this time.

First, we seem to cling to the belief that there is a sharp dividing line
between war and peace. The Russians, in spite of the fact that they
have not been exposed to the humanism of the nineteenth century or to
the freshing winds of liberty, in spite of the fact they live largely
in a sixteenth centur y world, do not sucenmb to that particular super-
stition. They recognize that these disagreements are a part of the
stream of human (‘Ull”](’t. and they draw no such dividing line as we
draw. We should not tie our hands at this time by adhe ring to the
hmtmn that there is such a sharp dividing line. The expression “cold
war” was happily coined, I think.

Secondly, there has been a sort of fetish that we must not intervene.
The word “isolationism” has become an ugly word and, since the war
interventionism has also become taboo in some cireles. No one has
bothered to explain how we can be both anti-isolationists and anti-
interventionists at the same time. I believe it is important to under-
stand that if we assume our world responsibilities, to that extent we
automatically intervene. The question is, For what purpose do we
intervene? We intervene not for the purpose of domination, but for
the purpose of preventing domination by others. And no amount of
distortions and lies, no amount of Soviet propaganda, can change
that unalterable fact. We know that to be true; we know that in
our own minds and hearts, and we- need have no fear, therefore, to
go ahead in this case to intervene to protect the integrity of those
nations, safeguard our own national security and, with it, the peace
of the world.

Third, there is a kind of feeling that we must either go to war or
combat communism by economie aid and the influence of an informa-
tion program; that those are the only means which we have of com-
bating this thmn' These are all very well in themselves and I am
a firm believer both in economic aid and in an adequate information
service. But those who are trying to capture these governments by
force do not restrict themselves to that particular pattern of action.
There is no reason why we should restrict ourselves to that pattern
of action. Economic aid and USIS are designed to counteract the
growth of communism as a popular movement. But it has been
mtnnaml that in Poland, Czechoslovakia, Hungary, Rumania, and
Bulgaria only 5 percent of the population is Communist. Yet these
countries are well behind the Iron Curtain.

As I said before, it does not appear likely there will be war for
several years; but it is my considered judgment that the question of
whether or not there will be another great war and the question of
whether or not we shall win it will be decided within the next 2 or 3
years; in fact, the next 4 or 5 months are eritical.

Let us not, Mr. Chairman, shrink from doing a fraction of what
we would have to do in case of war, a fraction of what we propose
to do for interim aid and the Marshall plan. I am not talking about
aid: I am talking about protecting these countries from internal
aggression, just as we would protect them from invading armies.

lhe Commumslq have a way of using our own forms J“llllSt us, of
umnﬂ our own conventions, our own l]d(lll]llll‘w against us. I‘hObe
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forms, those conventions, are part of our tradition. and they are
invaluable to us; but there are times when they can be an Achilles’

heel. Freedom does not mean the right to \91] “fire” 1 a crowded
theater, as Mr. Justice Holmes once lenmlked. and freedom does not
mean the right to destroy the freedom of any country. We in Amer-
ica have to consider our own economy; we have to consider our own
dwindling resources. Those aspects of interim aid and the Marshall
plan have been stressed. Yet the very thing which causes a oreater
drain on the American taxpayers and on our national resources is the
fact that Communist agitation in these countries increases the strain
on their economies. That makes it much more expensive for us in
every possible way. llllt 1s the purpose of the agitation—to make
it more expensive for us. Economic stability in ‘Greece cannot be
restored while the guerrilla war continues. Economic stability in
France and Italy is difficult and highly expensive to achieve while
the disruptive forces of Communist aggression have not been dis-
posed of.

Therefore, T say that we must consider taking the relatively infin-
itesimal steps that are required in order to meet the vicious threat of
force within these countries. Can we afford not to nml\c this frac-
tional effort which will insure our huge investments in relief and
rehabilitation, diminish the needs in those countries by counteracting
these destructive forces, and protect America and world pedcs by
1\901)1!1" those countries on the right side of the Iron Curtain?

There i1s a tide in the affairs of men which. taken at the flood. leads
on to fortune. Mr. Chairman. this is it: this is the tide: it is at the
flood ; the rest is up to us.

I thank you. [Applause.]

Chairman Earon. Thank you, Mr. Lodge.

I must express, as chairman of this gre: at committee, my profound
happiness in realizing that our lnmnbvu are the best witnesses that
any committee ever had. .This has been a wonderfully instructive
session, has been a liberal education to all of us, and we are perfect
gluttons for education. So this session will adjourn until 2 o’clock,
and we will finish then.

(The committee thereupon took a recess until 2 p. m.)

AFTER RECESS

(The committee reconvened pursuant to the taking of the recess,
Hon. Charles A. Eaton (chairman) presiding.

Chairman Earox. The committee will come to order, please.

We will have to depart from the regular order in one case, because
our colleague, Mr. Jackson, is forced to leave, and we would like to
hear him. So I will ask him to take the stand now.

STATEMENT OF HON. DONALD L. JACKSON, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF CALIFORNIA

Mr. Jackson. Mr. Chairman and colleagues, may I add a word of
praise to the many that have been C;pulwn relative to this procedure
today. I know that I, personally, have found it a source of consider-
able information and a source of great personal pride to belong to a
group, the other members of which are so able in their [)l't‘ht‘llldtlllllh
of their various subjects.
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I think it would be remiss if I did not pay high tribute to the gentle-
woman from Ohio (Mrs. Bolton), the Lhdilllldll of the subcommittee
on which I had tho honor to serve. She is a splendid person with
whom to work. Long hours mean nothing to her, and it was a very
real pleasure to be with her on this jaunt. You will notice I refrain
from calling the trip a ‘“junket.” One of the humorous incidents
which occurred during the course of the trip was when the bandits fired
on us in Greece. Mr. Teague and myself were both nestling as close to
the bosom of Mother Earth as possible, and I asked Mr. Teague if
he had any particular reflections at that moment. He said “Yes.
I should like to have about half a dozen constituents of mine who call
these things ‘junkets’ here with me.”

The congressional trips, I think, were an excellent idea, and T am
sure the rest of the members of the committee do. T believe that the
money appropriated for foreign travel this year was one of the best
appropriations made during the entire session, in spite of the fact that
the Greeks called the steady flow of Congressmen through™ Athens
the greatest invasion ‘v]llt e the Persians.

The following report is the result of the study trip, during which
time Mr. lo'wue and I traveled through a number of European coun-
tries—England, France, Italy, Greece, Turkey, Germany, and, in my
case, Holland and Belgium. But, inasmuch as the majority of our
time was spent in Greece, my report and my remarks will be addressed
largely to the conditions in that country.

During the period October 6 to 23, Mr. Teague and myself traveled
hundreds of miles through Greece—to the northern frontiers, into
Thrace, and, in general, covered as much of the country as it was possi-
ble to do. We had interviews with many personalities both in and
out of the Government in Greece. In addition to this we talked to
members of our Foreign Service. And I should like to add a word
of praise to the compliments paid by Mrs. Bolton relative to the ¢ aliber
and the character of the men and the women who represent us in the
Foreign Service. We found them objective, honest in their approach
to the problems, and extremely capable in the execution of what are at
times not only difficult but actually hazardeus obligations.

We talked also to nembers of the Greek press, American and foreign
correspondents, magazine writers, officers and men of the Greek
Army and the air force, priests, villagers, businessmen, and c aptured
bandits. We have made an effort to prepare and submit our report in
an objective manner as indicated by f(u 'ts as we observed them.

It might be well to consider, fivst of all, and ve ry briefly, the physical
characteristics of this nation which is so much in the public eye at the
present time.

Greece covers an area of 52,000 square miles, including over 100
islands with a total of 10,000 square miles. It is bounded, as you all
know, on the north by Albania, Yugoslavia, and Bulgaria; on the mul
by Turkey, and on the south by the Mediterranean and Tonian Seas
The estimated population on December 31, 1946, was 7,600.000 pm)pl(l

The military. significance of Greece is of the utmost importance.
Fate, perhaps in a ‘mood of i irony, gave Greece one of the world’s most
unproductive soils—rugged, mountainous terrain—and an unbalanced
economy which has never in the history of the nation been on a favor-
able trade-balance side. Strategically, however, its importance cannot
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be understated. It has been said that who controls Greece to a large
extent controls the Mediterranean.

It is not enough to consider Greece as an integral unit in this da
of the atom. The whole relationship of Greece must be studied from
the standpoint of her relationship with the rest of Europe and, what
is more important, from the standpoint of her relationship with the
Middle East. Geonraphlcal]y Greece stands on the flank of Turkey.
Her island possessions dominate the approaches to the Dardanelles and
the Bosphorus. Crete lies astride the communication lines of the
Mediterranean, and the harbors of Greece, while not the best in the
world, would offer facilities for repair and refueling in the event of
a world crisis.

It is highly questionable whether Turkey could stand alone against
military aggression unless her flank on the west is covered. The
ancient o*ntewav of invasion to the Middle East lies through Turkey
and has, since the days of Attila, the Hun, and Ghengis Khan, The
Imn-Turl\ev-Gleece axis stands guard to the reaches of not only the
Middle East but to Africa and the balance of the Mediterranean
world.

It was for this reason, as you will remember, that America went to
the aid of Greece in 1947. Tt was obvious that if our supply lines to the
Near and Middle East were not to be placed in immediate jeopardy, we
must take positive action to insure against aggression by militaristic
communism and make every posmble effort to insulate political and
military infiltration outside the frontiers of Greece and Turkey. Since
that time the economic, military, and political phases of life in Greece
have changed considerably, but the purpose of the aid program, the
original purpose for which America went into Greece, and the strategic
considerations have in no way been altered. Powerful forces seek the
defeat of the program of American aid, and it would appear that these
forces are prepared to go to any length to insure that success does not
crown American eﬁ'orts to re]nb]llt‘lte and reconstruct Greece and to
insure a decent standard of life for the 7,500,000 Greeks who have
done so much and suffered so greatly in the cause of human freedom.

‘The American program of aid has had a material effect on Greece
and on its economy. As you will recall, in early 1947, the decision of
the British Government to withdraw a large portion of its aid and
military program in Greece precipitated an emergency of immedi-
ate moment. Combined with a drastic economie situation within its
frontiers, Greece found itself also under military attack from without
as large-scale bandit operations flared throughout the country and
across the frontiers of Albania, Yugoslavia, and Bulgaria. The Greek
Government appealed to the United States Government for aid in this
crisis, and on May 22, 1947, the Congress of the United States
approved financial, material, and technical assistance to avert “eco-
nomic crisis, promote national recovery, and to restore internal
tranquility.” The legiclation passed by the Congress anthorized the
President of the United States to furnish such assistance to the Greek
people with an added charge that the sovereignty of the recipient
nation was to be at all times reqpeoted and observed.

The economic task of reconstruction, rehabilitation, and aid has been
greatly handicapped by political and military considerations, largely
bl ought about by the depl edations of Communist- inspired Anrlartes. or
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bandits, throughout all parts of the country. But in splte of the
obvious difficulties engendered by such bandit operations, the American
mission has made substantial progress in several fields of operation.

Generally, the mission seeks ‘m unpm\e the standards of agricul-
ture; to assist and advise in the reconstruction and repair of h]rrthyb,
ports, canals, railroads, communications, waterworks, and lw(hoelec-
tric projects: and the development of such other legitimate work pro-
grams as may qualify under the terms of the aid agreement.

In addition to projects of a physical nature, the work of the mission
also must take into consideration related pmblema of a more difficult
character. Much will depend upon the physical resources of the Greek
people and their individual resistance to disease and epidemics; so
public health is of major importance. Public-health work in Greece
has never been on a sound basis, and years of war and occupation by
enemy forces have resulted in a still further deterioration in general
health standards. Malaria and tuberculosis alike claim the lives of
thousands of Greeks during the course of each year. Military opera-
tions, particularly with reference to northern Greece, have resulted
in great and serious social displacement. Scores of villages have been
deserted by terrorized inhabitants who have fled from their homes to
cities and towns where Greek Army garrisons provide a greater meas-
ure of protection against the bandit bands.

The refugee p1 roblem is one of the most serious aspects of the Greek
dilemma and must inevitably result in an increased expenditure by the
aid mission for relief during the winter months and a still further
lowering of public-health standards.

The sanitation standards in Greece are extremely low, as ganged by
western criteria. Water- and filth-borne diseases, such as t\phmd
fever and dysentery, flourish throughout the L()llll'(l‘\' Many of the
sewage lines and other forms of q(ll‘llt(llY installations were wantonly
destroyed by the Germans prior to their withdrawal from Greece.

While we saw no actual starvation in Greece, ample evidence was

seen to exist for the statement that there is widespread malnutrition,
especially among children. The basic diet of the Greek farmers and
peasants 1s and alyw ays has been bread, cheese, olives, meat, and wine.
A strange prejudice exists against the use of canned products; and,
for this reason, there are on the shelves of stores in Greece 2 \.Jst
amount of UNRRA food supplies. However, there 1s little question
but that American shipments of cereals and })llls("—« have been a major
factor in averting the specter of mass starvation. Unquestionably,
should such slnpnu,nts be stopped at the present time, starvation on a
large scale will develop in northern Greece, and the possibility of mass
and widespread epidemics among the displaced refugee pnpulatlon is
a most serious aspect of the entire Greek problem.

We made some extensive inquiries relative to the presence of UNRRA
food supplies on the store shelves. Our inquiries disclosed that very
little, if any, of those actually had reached the stores via what we know
as the black market, but rather because of the prejudice of the villagers
and the Army to the use of canned goods. The Army commissary
officers and troop supply officers, whenever possible, would exchange
the UNRRA goods for fresh meat and vegetables.

The prices asked for the UNRRA trOOdC; in the stores are so prohibi-
tive as to be out of reach of the average Greek citizen. We made
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several purchases, for example, in Alexandoupbdlos, Greece, of
UNRRA items. We bought a can of the Argentine canned beef, a
small can, for which we ]Jaul $1.25, American money: a can of Aus-
tralian cheddar cheese, for which we paid $1.15: a small can of
Portguese sardines, for which we paid 40 cents; a package of American
Almv biscuits, from the American Army ration, for which we paid
25 cout-»—-nml\mtr a total for the meal, which was very welcome after
the diet of Greek food, $3.05. Inasmuch as the average Greek worker
recelves less than $2 a day for his labor, it is evident that such for ‘elgn
goods as are displayed for sale are not characteristic items of diet
for the great majority of the Greek people.

Unf(ntlllmfe]\ large quantities of UNRRA supplies and equipmenr
in Greece still remain unsold and undistributed. Poor selectivity and
madequate study. of Greek needs resulted in many instances in the
dumping on Greek docks of supply items and equipment totally un-
suited to the needs of Greece. These supplies remain warehoused in
Athens under the direct control of the Greek Government. Complete
mventories are lacking, and hardly a day goes by but that some addi-
tional supplies arve discovered. The aid mission reports that every
possible effort is being made to ascertain the type, quality, and quan-
tity of such supplies aind equipment still remaining in order that suit-
able advice may be given to the Greek Government looking toward the
assimilation into the Greek economy of all of these products by June
30, 1948. '

But in spite of what I have said relative to UNRRA. in spite of
imeflicient control and direction at times, there is little doubt but that
the foodstuffs which were put into Greece, either directly or indirecly,
were a major futm in avoiding widespread suffering during the post-
war period. It is, however, to be hoped that those it*wmml)le for the
administration of the American aid program in Greece will make such
representations to the Greek Government as will result in the assimila-
tion of those undistributed supplies into the Greek economy.

It should be borne in mind that UNRRA goods are not subject to
American direction, as they were turned over in toto and fee simple
to the Greek Government ; so absolute direction by American authori-
ties In disposing of these surpluses is not within American power.

There are many and diverse activities of the aid mission—too many,
i fact, to discuss at any length in the brief time allotted to me today.

In all of the contacts established with Greek personalities, both 1n
and out of Government service, we made every effort to determine
whether or not undue political influence, in violation of the express
intent of the Congress, was being exercised by any American oflicials
or agencies in the conferences or in the many necessary contacts with
the Greek Government.

In all instances it was stated by those interviewed that American
participation in Greek affairs was being confined to advice and to
proper suggestion as to the utilization of American funds, equipment,
and personnel. No evidence was found to substantiate any claims
which might have been made or might in the future be made that
American authorities, as such, are lnln"ln" pressure of a political
nature on the Cabinet or in the Parliament of Greece.

To the contrary, there is reason to believe that on oceasion efficient
operation and administration of the program of aid may suffer be-
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cause of a reluctance of American officials to be more forceful in their
contacts—properly more forceful, where American funds and equip-
ment are concerned.

However, it may be stated generally that the L&‘ldﬁ()llhhil)* between
the American Mission for Aid to Greece and the Greek Government
appear to be on a sound basis of operation and cooperation; and that
the personnel selected to administer the general program with its many
diverse activities appear to be honest in approach to their problems,

capable in administration, and able in the execution of their appointed
duties.

Greece has long suffered the evils attendant upon an unbalanced
hudget, and the natural child of such a condition is fiscal chaos. One
of the high- -priority targets of the mission has been the achievement
of a balance in the budget. TIiscal authorities, wor king in close coop-
eration with Greelt Government officials, appear to feel that they are
on the verge of success in this most important matter. If successful,
the achievement of a balanced budget will be of inestimable value to
the end of a sound fiscal state in Greece.

Recent military developments, however, would indicate that it may
be necessary to divert still more funds to the prosecution of the war
against the Andartes, in which case it m: 1wy not be possible to achieve
this balance in the national bu lget.

If undue emphasis appears to be laid upon the strictly and purely
economic factors of Greece in our finished report, it should be re-
membered that in Greece the political, the economic, and the mili-

tary factors are so inextricably interwoven that you cannot wpu.ltv
them. You pick up a thread that appears to lead to economy and it
winds up in northern Greece somewhere between the Greek Army
and the bandits. Wherever international communism is a major
factor this situation is found to be true, but in light of active combat
operations now going on in the mountains of Greece, the picture is
even more confusing.

The primary mission of the Members, Mr. Teague and myself, was
to be a study and report on international trends and movements.
Obviously the principal of these, in connection with Greece, 1s com-
munism both political and military.

However, it became immediately apparent after arrival in the
country that such a study would necessarily ent across other fields of
activity, across the jur isdictions of other committees and individuals.

As an illustration of the point in question, the act of blowing up a
bridge is a military fact. The fact that reconstructing the br idge for
useful operation is a matter of costs and accounting means that it is
also an economie factor. Almost every difficulty faced by Greece today
falls into the same category.

[t is actually amazing, Mr. Chairman, in light of the conditions
existing in Greece today, that a relatively stable government has heen
formed, in view of the obstacles and adversity; and I consider it a
tribute to Greek determination and willingness to cooperate to the
utmost in rehabilitation matters.

Remember that upon the arrival of the American Aid Mission to
Greece a desperate situation was found to exist. Food was almost
exhausted. Foreign exchange was largely expended. Bandit bands
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were gaining in strength daily through voluntary enlistments. There
was a terrorized popularlon and an e*ttremelv low civilian morale.

There was an impossible political situation in which many Greek
politicians were first of all party men and secondarily, Greeks.

However, since that time, the mission has achieved a somewhat re-
markable record in bringing about a degree of financial stability, with
the assistance of the great majority of Greek Government officials,
Voluntary recruitment for the bandit bands has almost ceased, with
replacements being on. the basis of impressed recruiting, from wh1ch
incidentally, the impressed soldier takes the first opportunity to desert,
making his way down to some Army garrison.

As to food, the food situation, due ldrae]v to the imports of Ameri-
can cereals, puls'es fats and oils, et cetera, is not too bad at the present
time. Black-market operations, while bv no means ended entirely,
have been curtailed to a large extent. The Greek export trade gives
evidence of some degree of recovery. A system of export- 1mp01t
licenses was recently instituted by the Greek Government. Income
tax reform legislation will unquestionably be passed in the very near
future, such legislation being intended to distribute the national wealth
more eqmtfibly over the popuhtmn and to rid the country of a situa-
tion which exists at present, whereby rich Greeks abroad are able to
conceal their holdings and thus escape the force of income-tax legisla-
tion.

Important contracts for public works have been awarded by the
American Aid Mission. Work is actually in progress on several proj-
ects including the dredging of the Corinth Canal and the clearing of
harbor debris. A major general strike was avoided a month or so
ago by mutual arbitration.

These factors represent a bright side of the picture in Greece. Un-
fm'tunatelv there is a dark slde—and an extremely dark one, in my
opinion. Before passing on to the political situation as it exists today,
I should like to point out that on the debit side of the ledger econom-
ically there is one serious condition. A measure of friction appears
to exist between two American agencies; on the one hand, the State
Department, and on the other, the American Mission to Aid Greece.
It varies in degree depending upon the situation. But it is evident
from discussions with all concerned that this matter of friction is in
existence.

The chain of command is confused, in that equal responsibilities are
shared by the American Ambassador, a splendid individual, and
former Governor Griswold, who is a fine and able American. T do
not think dctually that the friction is between them as much as in the
lower echelons of command. It is certainly to be hoped that in light
of recent statements which look toward the solution of ]ust such prob-
lems as this that the problem in Greece will be clarified in the near
future.

The second of Greece’s prolﬂom% aside from the economie, is the
political; and perhaps nowhere in the world is there a more complex
political situation than exists in Greece. The oreat heritage of the
Greek past, together with the individual Greek’s love for democratic
processes, have combined to make individualism at one and the same
time a blessing and a bane. It must be remembered, however, that
Greek political thought in many instances goes back to the Agora, the
ancient market phce at the foot of the Acmpolls. Some Greek politi-
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cal thought and some procedures in the Parliament today stem directly
from the Greece of 2,000 years ago.

I well recall one dav when we discussed the political situation with
five prominent Greeks; each one had his own solution; no other solu-
tion would possibly work and each one of the five pr edicated his so-
Iution upon the necessity of his being appointed Prime Minister. It
is almost axiomatic that anyone who has been anything in Greek
politics has at one time or another been Prime Minister.

Greece is the melting pot and the meeting place for East and West.
It is here that rampant tides of invasion have sw ept back and forth
across the mountains and the plains of Hellas. 1t is here that the indi-
rection of oriental thought and action meets the direct processes of
western philosophy and culture. It is here that the East comes face
to face with the more direct méntal processes of the West. In the
merging of these different complexes, it is little wonder that the result-
ant political situation is something which neither of the progenitors
recognize,

For instance, Greece has 27 political parties. A disagreement on
the floor of the Parliament, in which one individual, a dominant per-
sonality, is outvoted, is apt to result in his forthwith emergence as the
head of a “splinter” p*lrty The parties rise and fall. lhev increase
in number; they decrease in number. But I presume, by and large,
27 is a good year-round average for the political picture.

Greece has on many occasions been in a state of bondage to Turkey,
to Bulgaria, to the Axis nations. It has been a]tundtph free and
slave.

The present political situation, in the light of all these difficulties,
is again nothing short of a magnificent achievement. You must re-
member that for the first time, Celtallllv in recent Greek history, the
Prime Minister of the country is not a member of the majority party
in Parliament. Mr. Sophoulis is the head of the Liberal Party and
an old warrior of the Venezelist school. He is also Prime Minister in
the coalition government between the Liberal and the Populist Parties.
Mr. Tsaldaris, who would, under normal operating procedures, be
Prime Minister, is Deputy Prime Minister instead.

In order to properlv understand the present situation relative to
communism in Greece, it is necessary to go back to the Metaxas
regime—and T shall pass over this very mpldlv because I do not want
to hore you with too many political details.

Metaxas, the dictator, came into power as the result of a split be-
tween two major parties, a situation which could only happen in
Greece. He was named by the King as Prime Minister and was per-
mitted to assume the reins of power. His dictatorship, which was to
have a great bearing on future Greek events, was not popular with the
liberty- ]mfmtr Greeks of that time, nor is its memory popular today.

But, for the sake of historical accuracy, it must be said that the
Metaxas dietatorship, notwithstanding some of the exter nal trappings
borrowed from nearby Italy, was more nearly mmpamhle to the dic-

tatorships of Dolfuss and Schuschnigg in Austria or Salazar in Por-

fugal. Metaxas, even according to 1;001)]0 who were politically op-
[)owt] to him at the time and who are now in the Government, was
pm-gmm]ly able and honest and is generally given credit for advanced
labor legislation achieved during his regime.
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Metaxas built the Greek Army. and he built a good army. Its use-
fulness was illustrated when suddenly. on October 28, 1940, the Ttalian
armies invaded northern Greece through Albania. It was such a good
army that it pushed the Italians back into Albania. and only the inter-
cession of Hitler and his Panzer divisions made it possible for Italy
to save her legions from disaster.

Metaxas died shortly before the Germans intervened, and the King,
to escape capture, went abroad. Incidentally, one of the greatest tour-
ist traffies in Greece seems to be that of kings going abr oad and return-
ing home again.

One unfortunate and unforeseen development of the Metaxas dicta-
torship was the growth of an underground Communist movement.
The Greek is an individualist. For instance 72 percent of all the
farms in Greece are of less than 714 acres in size and are owned and
worked by those dwelling on them. It is the highest percentage of
home ownership among farmers in the entire wor 1.

The Communists took advant age of the Metaxas dictatorship to go
underground and build a strong. well-organized system of cells
throughout the country. When the Germans invaded Greece, as was
the case in so many other countries, the underground movement, or
ELAS. formed a spearhead of the opposition against the aggression
of the Germans, It became obvious to a great many Greeks duri ing the
occupation, however, that the Communists’ ultimate goal, rather ‘than
the defeat of the invader and of the occupation forces, seemed to be
directed in many instances toward the subjugation of Greece follow-
ing the probable withdrawal of the German troops.

In the light of this, a great many of the leaders in the resistance
movement withdrew from ELAS, the Communist-controlled army,
and formed EDT'S. And much of the history of the occupation in
Greece is written nround not the struggle between ELAS and the Ger-
mans but around the struggle between ELAS, the Communist move-
ment, and EDES, the 1|<rht1at movement. The Germans withdrew,
and the Varkiza d“‘]i‘l‘lllt’lli was signed which requires the ELAS
supporters to turn in their arms. A few arms were turned in, but more
were stored away for future use, and in October 1944, following the
withdrawal, the Communists launched an oll-out civil war in an effort
to obtain control of the Government of Greece and to establish a die-
tatorship of the proletariat. Due to the intervention of the British on
that occasion, the effort was defeated.

Later, as you know, in 1946, an election was held under the joint
.lll‘«])lf(’s of several of Hw [Tnited Nations countries, and the monarchy

ras ordained by the majority of those voting, with the Communists
:11'_1.~:lui1l'111g.

There is every reason to believe that while there were minor excesses
in the Greek elections, while there were some evidences of rightist
outrages, the election bv and lar ge was a fair, free, and valid expression
of the Greek people. In the w ords of the electoral mission :

It is estimated that the proportion of qualified voters who abstained—
i this case the Communists—

for “party” reasons is about 15 percent and certainly between 10 and 20 percent
(The Communist and satellite parties and certain other small leftist groups
boycotted the election.)

It may be said in general that the Greek election of March 31 ranks well as
respects peace, order, and regularity of proceedings on election day when compared
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with earlier national polls and that as respect public decorum, law, obedience,
and orderly balloting it ean stand ecomparison with conditions which prevail in
France, Great Britain, and the United States on election days.

The mission concludes that notwithstanding the present intensity of politieal
emotions in Greece, conditions were such as to warrant the holdings of elections,
that the election proceedings were on the whole free and fair, and that the general
outcome represents a true and valid verdict of the Greek people.

Now, the third and by far the most important situation relative to
Greece today is the military.  Of the three elements with which Greece
has to contend, none is of greater importance. Both ])()Iltl(‘dl and eco-
nomic considerations (hm into relative unimportance in the face of open
and undeclared aggression and warfare throughout the country. Ar-
rayed against Government forces, against the lvuall\ constituted Gov-
ernment, if you please, are a number of bandit bands, comprising
some 15,000 Hll‘””[dl“w '

Guiding spirits behind the activities of the bandits are most certainly
the Communist elements of Greece, Yugoslavia, Bulgaria, Albania,
and, by indirection, Soviet Russia. Trained observers estimate that
some 10 percent of the guerrillas are philosophical Communists, an-
other 10 percent victims of rightist outrages following the withdrawal
of German troops but that the great majority, the other 80 percent ot
those compriging the lllmnl)(l-JHIr of the bands, are peasants and
farmers pressed into service during the raids on the villages of north-
ern Greece,

The poliey of the Greek Communists appears to be no less than the
establishment in Greece of a dict: atorship by violent means of the pro-
letariat, which will be without organized opposition. Bands are
unquestionably organized and divected by the party in a brutal and
outright attempt to overthrow the Government and its legal funetions
throughout as large an area as possible.

It might be added, just in passing, that scores of villages, as I men-
tioned before, have been comple t(*l\ evacuated. DBetween 250,000 and
300,000 refugees have fled in terror from the northern provinces of
(Greece.

To achieve this military confusion and this eivil chaos, the Com-
munist Party has consolidated all of its agencies on both sides of
the Greek northern frontier. As determined by the United Nations
investigating committee, the Governments of Yugoslavia, Bulgaria,
and Albania have actively aided the bandits who are formenting this
congtant struggle within Greece. Assassination, murder, [nlll“v -
timidation, are all weapons in daily use against the Government forces.
These terrorized villagers—and I might say of all political demonina-
tions and ])IIIIUH()[)]]IPH rightists, tlum' of the center, Communists—
have all fled the villages. The bandits loot and kill with apparent
abandon and with obvious disregard of the political concepts of their
vietims. 'This is the so-called national army of liberation and, as one
Greek peasant said: “If there is anything we are being liberated
from it 1s life, our liberty, our herds, and our [Im ks.”

Forced service in the bands has become the standard medium for
recruitment. Peasants are not only taken by force from their fields,
if they are found working in isolated groups or individually, but dur-
ng I‘ll(]'-» on villages, tlw are dragged from their homes by force.

The roads are so heav ily mined w rith German Teller mines that no
one with any intelligence at all travels the roads. Instead, they get
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off the roads and go through the orchards and the fields to reach their
destinations. Rallwax ]ll](lﬂ€“~ are demolished nightly and so are
highway installation.

Amt]nno‘ which serves a useful purpose or is constructive in its
nature in Greece is a legitimate target of attack for these forces which
seekk to undermine. create d;r-sentmn. and defeat the purpose of the
American-aid program.

The guerrillas, with the help and assistance of Greece’s northern
nmnhhol‘ , are in many cases better equipped from the military stand-
point than is the Greek Army. Not onl\' does a seemingly inex-
haustible supply of German Teller mines find its way across the
frontiers, but the individual bandit’s personal arms are not only of an
efficient type—English or German rifles—but in many cases absolutely
new. Bandits interviewed by us after their desertion from bands
engaged in operations against the regular Army informeéd the ob-
servers that they had received this (*qu]pment 1 German rifle per man,
150 rounds of ammunition per weapon, hand grenades, a bandoleer,
and canteen, and that had been sent across the international frontier.
Further they stated that they had crossed into Greece from Yugo-
slavia with the permission, aid, and assistance of Yugoslavian frontier
guards. In addition to the military comander of the band each unit
has a political adviser, called a kapetan, whose sole function is the
indoctrination of the recruits into the Communist philosophy. He is
on an equal footing with the military commander, except he fills a
political capacity rather than a tactical one.

Whatever the merits of the Communist argument elsewhere. the
tactics of terror which are being employed by the bandits in the
northern part of the country has not strengthened the Communist
movement in Greece. The so-called national army of liberation, landed
by the world Communist press and by the fellow-travelers in all
countries, represents nothing to the average peasant in northern
Greece but a gang of 111111*demus cutthroats.

One btmdlt who had surrendered to the Greek National Ar my told
us in Salonika shortly after his capture:

I am and have always been a Communist. I believe in the Communist doc-
trine, I am not, however, a murderer as well.

This was after his one and only raid with the national army of liber-
ation on a Greek village.

It might Iels(mab]y be expected that the villagers in northern
Greece would take reprisals against the families of known bandits.
However, they do not. The ‘Government furnishes these dllllllt"-
with rations and, oddly enough. with a dependency allowance in
drachmas, which is furnished “to any widow without visible means
of support.

The families are well treated in the villages. We spoke to a num-
ber of them. There have been no reprisals that we were able to
determine.

Now that, sir, is a vmv rough and brief outline of the situation as it
pertains to Greece. We are Tace to face with an hour of decision in
Gireece. 'The military sitnation is rapidly deteriorating, in our opin-
ion, and I might say that what I have said here today is said with the
concurrence and approval of Mr, Teague of Texas.
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Unless offensive operations are commenced; unless some form of
additional assistance is given to the Greek %1111\ it is entirely likely
that before the winter is over Thrace may well be separated from the
balance of Greece. If this happens, there will unquestionably be
established 1in Thrace or elsewhere a Greek “democratic” government,
a Greek puppet government. If this comes to pass there may well
be the era of international brigades and so forth whereby the northern
neighbors who now cloak some of such activities to a slight degree
may openly come to the support of the puppet government. If
Thrace goes or if northern Greece goes by the hndul, 1t 1s (rmntr to
1t'})1e-ent more than the loss of a certain (l(wwe of soverei 'rnlv to
Greece. It is going to be an irreparable loss to the punup]es the
ideals, of the United Nations as an instrument: ality for peace.

The decision is ours to make. The ageression is there in violation
of the Charter of the United Nations, w lnc*h states there shall be no
ure:lesqnn across an international frontier regardless of the political
or economic situation within the country concerned.

The completed report, Mr. Chairman, will contain some recom-
mendations which I shall withhold at this time.

Chairman Earonx. Thank you very much. That was a very fine
study of the Greek situation.

I think that we are ready to hear from the most distinguished gen-
tleman of the Democratic Party, Mr. Richards.

STATEMENT OF HON. JAMES P. RICHARDS, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF SOUTH CAROLINA

Mr. Ricimarps. Mr. Chairman, at the outset T want to say that 1t
has been a real privilege and pleasure to serve under your distin-
guished leadership as chairman of the Foreign Aid Committee and
also under the vice chairmanship of the dl‘itl]]”‘lll%]l&‘(l gentleman from
Massachusetts, Mr. Herter, with whom 1 went to Eur ope.

As a member of the Herter committee, I probably have a two-
pronged duty and responsibility, because I am not 0111y reporting
as a member ut the Herter committee but I am reporting to the For-
eign Affairs Committee of which I am also a member.

T have some hesitanc y in making a presentation today on the
subject of Italy, thinking that what I may say will prob: tbly be in
the nature of an anticlimax after the splemlul presentation by the
gentleman from Connecticut this morning.

Mr. Chairman, it happened that I was asslgned to the subcommit-
tee on the Mediterranean of the Foreign Aid Committee. We studied
particularly conditions in Trieste, Greece, and Italy.

As Ttaly is the only country involved in the pmpoqed interim-aid
bill, I ‘«h(lll be forced to make a few remarks concerning our impres-
sions while there, and some of the things that we f:)und out while
there.

Unfortunately, T did not know Italy before I went there. Neither
did T have the knowledge of the Italian people that some of the other
members of the Committee on F oreign Affairs have. DBut that may
be an asset instead of a liability since when you go to a country where
already there are ties of vmmtv or fIlPII(IHIlI[) those may influence
human decisions.
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The Subcommittee on the Mediterranean was composed of Mr. Jen-
kins, of Ohio, chairman; Mr. Mahon, of Texas; Mr. Nixon, of Cali-
fornia; and myself. T might add that this committee was known as
the Jenkins Raiders in the Mediterranean, and we dubbed our chair-
man with the name Pig-Iron Pete, because he was so tough. He
did not even have a cold while the rest of us were sometimes afflicted
with various and sundry minor ailments.

It happens that T am the only member of that subcommittee who is
a member of the Foreign Affairs Committee, so T feel that I should
at least add a few ol ar;t‘l’\-‘;lt'imls-' to those so eloquently expressed about
the conditions in Ttaly | y the gentleman from Connecticut.

While we were in Ita , Rome was our headquarters. Rome was
our headquarters for 3 to 4 weeks. The members of our committee
worked day and night. and we went to almost every section of the
countryv. We talked with the people in the vineyards around Naples
and in the rice fields in the Po Valley, and with the people in the Fiat
automobile plants of Milan and the fellows who run the boats on
the canals of Venice. We tried to talk with a cross-section of the
Italian life. We talked with the Premier of Italy. We conferred
with practically every member of his government. We had long hours
of uminu nces with the different c!vp wtments of the Italian Govern-
ment. We talked with representatives of almost every one of the
14 political parties in Italy. We talked to the leaders of the Com-
munist Party. We conferred with the leaders of the Catholic Church.
We conferred with the leaders of civie organizations and th imbers
of commerce. We tried to qualify ourselves to bring back a true
and accurate report here to you and to the Congress.

Now, just as the centleman from Connecticut said, we found that
there are two major relief problems in Italy, just as we found to be
the case in every other countr y that we visited—the long-range prob-
lem and the short-range problem.

It is not necessary for me to say today so much about the long-range
problem in Italy. That problem has confronted Ttaly for centuries,
from an economic angle. It might be well to recall to your minds
that here we have a country about the size of New Mexico. It is a
country of 46,000,000 pvnplv. and that population has increased by
4,000,000 since the war. This is due to influx of returned Italians
from some of the lost colonies, and to various other reasons. The
population of Italy is mereasing now by 500,000 a year, and when
von consider the geographical nm]w-np of Ttaly, the topography of
the land, the available resources, the kind of crops they raise there.
you realize it is a stupendous problem for any economy or economist
when it comes to working out a happy life for those people under those
conditions.

Take the matter of coal, for instance. Ttaly is suffering right now,
more than from anything else, from a lack of coal. Before “the war
57 to 60 percent of her coal—she had to bring most of it from abroad—
was brought in from Germany. Now she is able to get only about
20 percent of the prewar intake from Germany. The rvest of that
prewar or 60 percent came from Poland and Great Britain. Today
she gets only a trickle from Poland and none from Great Britain.
All of that leads us back to the nub of this whole question, that you
cannot have economiec recovery in any country unless the basic causes
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of dislocations and economic distress in the whole area of Europe are
dealt with, particularly in Germany.

The Italians are a cereal-loving people. They do not care much
about meat. They love cereals and pasta. About 60 percent of
their food ration normally comes from cereals. The economy of
Italy before the war was divided about 50-50 between industrial out-
put and agricultural output. We found there the crops such as rice,
fruit, and olives were adequate to meet local needs, and there was some
to ship abroad ; but the cereal problem, you might say the wheat prob-
lem, was the main one.

It is the solution of this problem that mainly concerned us. You
might say that if Italy has a surplus of olives, if Italy has a surplus of
orapes, or if she has a ~111p]11- of something else, why not sell it
and buy the things she needs? But the trouble is that the normal
markets for grapes and olives in Europe are dried up. Those people
have nothing with which to pay for them. That is particularly true
in the case of Germany. The result is Italy is short of dollar exchange
needed to purchase from abroad certain commodities necessary to life
in Italy.

lhmv is one very encouraging thing I found the minute I set
foot in Ttaly, and that was that “the Italian people are working; in fact,
the Italian people are working harder, in my opinion—and I have
no doubt about it—than any people we visited this summer, and
we visited 8 or 10 nations. You might say, “Why is that?” Is
it because the Italian people are of a happy n: wture and love to I wigh,

at, and sing?  That may be true. People in this country, peop]e in
my district particularly, continually ask me why are not the people in
Europe working harder to provide for their own ?

Well, in Italy they are working just about as hard as you could ex-
pect people to work under those circumstances. You must remember
when a person has a nervous break-down he not only has a nervous
break-down, but the nature of the disease destroys his will, incentive,
power to help himself. Now, laughing peoj ple and carefree people
very seldom have nervous br eak-downs, and it ms 1y be that that is why
the Italians are working harder and more cheer hlll\ than others, and
have in their hearts lvw bitterness for anyone than any other people
[ saw over there.

We have a few figures to prove that Italians are working lmnl
May I quote from our report:

Requirements for repair and reconstruction of the tremendous damage suffered
during the war have been a heavy drain on Italian resouces, It is estimated
that the physical damage totaled approximately $6,000,000,000. This figure is
approximately equal to the prewar annual national income. Industry suffered
jestruction of 20 to 30 percent of its plants. Railroads, inclunding rights-of-way
and rolling stock, were 40 percent destroyed. Shipping at the end of the war
was reduced to 10 percent of prewar tonnage.

Largely through United States assistance, shipping tonnage has now been
increased to 50 percent of prewar. Great progress has been made by the Italians
in the reconstruction of the railway system. Most of the destroyed bridges and
viadnets hayve not been replaced with permanent structures, Rolling stock has
been rebuilt from 40 to 50 percent of prewar,

Industrial production has been raised from 15 percent of prewar in 1945 fo a
current rate of 70 percent of prewar. This rate of production has been made
possible to a considerable degree by coal and indusfrial raw materials either
supplied by the United States or purchased in other areas with dollars,

BTS10—AT- -15
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I might add there for the credit of the weary American taxpayer
that he has contributed directly and indirectly to the relief and reha-
bilitation of Italy already over $1,500,000,000.

From the American press and the American people have come
some expressions of dissatisfaction with the way the fight against com-
munism has been handled there. Mr. De Gasperi, the Plemlel_ made a
very, very favorable impression on us. There is no doubt in my mind
that he is an honest man; that he is a truthful man, and that he has
only the best interests of the Italian people at heart. He is trying to
work out Italy’s problems with fairness, and his main danger is that
the Italians in their hunger this winter may not wait the time neces-
sary for democratic sol utions to function.

Italy has this weakness of its Government, and the same thing is
applicable to other governments of Europe. Necessarily there has
had to be a coalition to form a line agamst communism. Well, T
have never seen a coalition government work effectively imr time of
peace. Such governments do work effectiv ely sometimes in time of
war because of the danger from an outside enemy; but in time of
peace, in a period when the united efforts of the people are needed
for concerted effort to rehabilitate their country, it is one of the hardest
things in the world to get such a government to work.

\ow the Cmnnmmc:tc: while plobabh not more than 2 or 3 million
in Itflly, are united. Man} people wonder why a minority of the pop-
wlation in Italy, France, and other countries over there can be so effec-
tive in the ﬁ<r11t for what they believe in. The mam reason for their
eﬂ’ectl\'eness is that opposition is not united, and it is the hardest thing
in the world to unite it. That 1s De Gasperi’s problem.

We asked him, “Why does not your Government take firmer and
more effective measures against certain abuses going on in Italy?”

He said : “That is our aim; that is our desire, but if we do this, that
or the other we may lose a group of our coalition and thus lose our
majority in Parliament.”

It is just such a situation as that the Italian Communists are wait-
ing for. De Gasperi has a number of good men in his government.
Some of them, I think, are a little dmpobed to be visionary. He could
very oﬂ"ectweh use a few more hard-headed businessmen in his set-up,
but taking it all in all, with what he has to work with, I think he is
doing a froud job and will get over the hump in the fight against
communism if he can go through this winter without internal revo-
lution.

One of the principal troubles we found there, just as we found
everywhere in Europe, was the instability of the currency. People
are not disposed to work hard to make money if they cannot buy any-
thing with that money, and they are not dlqposed to save that money
when they have no confidence in its keeping its value. That is the
trouble all over Europe. The result is that many people spend for
things they do not need, and many peoplé will not work enough to
accumulate sav ings because they think in another week those savings
may not amount to anything. That is the problem in Italy; it is the
problem everywhere over there. That was one of the problems the
Premier said he was directing his major attack against. If you have
received any recent reports from Italy, you will see that he is begin-
ning to be successful, because the value of the lira is rising ste‘tdlly
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on the free market in Italy. You will see also that he is meeting with
success because the prices of foods are going down.

Now, we found the black market to be one of the worst things about
Italy’s situation—and we found it just as bad in France and T think
even worse than in Italy. I want to say right now, the only people
I saw in Europe this summer who were leall) punishing themselves
and the only government I saw that was taking drastic and really ef-
fective measures to regulate its economy and blot out the black market
was Great Britain. The situation was bad in Italy when we went
there ; it was somewhat better when we left.

You go to Great Britain and say, “I would like to buy an egg for
breakfast.” THey will laugh at you. A man or a woman is allowed
but one egg a week over them and he does not get that very often.
I thought I would tr y it out in the Savoy Hotel. I asked for an ego for
breakfast there, and they looked at me as if I were crazy. Nobody
else was getting an egg there. It did not make any difference whether
you had a hundred dollars in your pocket or 1 drachma, you did not
get an egg, and when you had food controls there, tlmse controls
applied to the highbrow hotels down there on Picadilly in the same

way as they applv to the poor pub on the Thames water front. The
sausages you ate in the Savoy Hotel were the same kind of sausages
that you ate on the water front. That means about 1 percent meat and
the rest meal. I take my hat off to them.

You could go to Paris or to Rome, and if you had money in your
pocket you could get 6 eggs for breakfast if you would pay for them.
That is where your black market is, and there is the injustice of the
situation. That is why the poor people of Italy have some ground for
protest, but in all fairness to this present Italian Government I want
to say they are making headway against this thing and the black mar-
ket is being restricted. The Italian medium of exchange is increasing
every day in value.

Now, another thing that it is necessary to do and Mr. De Gasperi
realizes it, is to balance the budget. That is a hard thing to do. They
have one favorable circumstance there now that should help them to
balance the budget. They do not have a big military establishment to
keep up like thq did in the days of Mussolini and the d: ays when they
were supposed to be the guardians, along with Great Britain, of the
Mediterranean, But it must be remembered also in defense of the poor
American taxpayer that the reason they do not have to keep up a great
military establishment now is that the American taxpayer has taken
over that obligation.

Now, what about this Communist business over there? I want
to make a few remarks about that. The Communists are very
strong. They are united. When we first went there I really had my
serious fears about the outcome of the fight against the democratic
government there. It looked like the Communists might take over at
any time.

Mr. Togliatti, probably the strongest Communist leader T know
of in Europe outside of Uncle Joe, openly said that he had 30,000
armed troops; and that they were ready to go.

In Rome, we saw enormous parades of Communists on the streets. T
do not know whether they were all people who believed in that philoso-
phy, or whether they were just hungry, or whether they were just tag-
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ging along, but at least they had the label of being Communists. And,
as the gentleman from Connecticut said this morning there is real
danger “from this movement, particularly in the industrial sections
ar cmn(l Milan with its population of 1,500,000 people.

he disorders occurring while we were in Ita]v made it hard for me
to mnnluate the true toelmw of the people.

I came to find out that the Italians, most of them, are used to demon-
strations; you can see thousands of people up and down the streets
on some afterncon, protesting against the decrees of the Government,
without the Government being in danger. But to get a true \rw\\lmmt
you must contact the individual Italian in ev ery walk of life.

The majority of those people told us that there was no long- -range
danger of the Communists taking over in Italy unless it Impponetl
this winter because of the ahmtuu(- of food. Illm said, and I agree,
that a hunn]y man or a lumnl\ wolan llll“llt tn' to .l(lnpt v\tleme
measures.

May I digress for a moment to give you an experience in London.
I was standing in front of the American Embassy one afternoon and
saw an old man selling newspapers. I bought a newspaper from him
an(l entered into conversation with him and asked him this question:

huppme there was an election now, would the Conservatives, or
the Laborites, or the Communists win ?

He says “the Communists do not have a chance in Great Britain,
1f we can get a little more food here. What is communism anyway?
A British (ummumst 1s a hungry man out of a job.

“What is a British Laborite? A labori ing man with a job. f'&nd
what is a Conservative? A man with property who wants to keep it !’

And while applying that illustration to Britain it may well be
applied to some of the other countries over there.

The Italians are a friendly people, and there is a great reservoir of
friendship for the United States in Italy.

They know something of what we have done for them, a lot of them:
they know they have sent their sons and their daughters over here and

' th(\ know \\hdt we have done for them, but they do not know enough,

I want to join in with what my friends, My, Mundt and Mr, Jar-
man, said this morning, that it is dbm]utvl\' necesary for the Informa-
tion Service of the United States in Italy to get on the job..

It will take additional action by the Congress to provide money to
do the job, but results will iustify the expenditure.

Now may I get down to the immediate matter we have under con-
sideration : There is no doubt in my mind that there is need for emer-
gency aid in Italy to carry them over this winter. T think it would be
wise for the United States to supply additional aid to cover the period
until Much 31, next year.

There is some need, I admit, for a long-range plan, in view of the
economy of Italy, but the question before us tod: ay 1s whether or not,
in view of the statements that have been made h\ the Secretary Uf
State, we are going to atuhorize funds for stop-gap aid.

I hope vwnlm(l\ in the whole world understands that the United
States is not nln]]miml to restore the economy of Italy. They were
formerly our enemies. Sometimes people forget that. ()lu only obli-

gation to Italy is from the humanitarian st(m(lpmnl *on the other
lmlld from our national self-interest standpoint.
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Now both the Italian people and the American people should be told
the truth. There is no use for us to authorize shipments of so much
orain if it is evident that the grain will not be available.
~ Now, the State Depdltmem estimates that there will be available
for Ital\ 1,145 tons of cereals. According to the ficures we have been
able to obtain there is in all probability, or will be, only 618,000
tons of grain available for Italy.

I do not know whether it is wise or not—it may be—to authorize
this money and then when we find out how much grain we will have
let the Applopl iation Committee go ahead and appropriate the money

if the grain is available. That may be the best course.

I am not going to quarrel with the figures, but by all means the
Italian people should be made aware of the fact that from the figures
of our own Agricultural Department the grain earmarked for their
relief is not going to be available. '

I believe, too, from the evidence we gathered in Italy, that the State
Department’s estimate ($227,000,000) “of Italian needs for this period
may well be cut to ‘xh()ut ‘}»17.”; .000,000.

In closing may I put in this one w arning, about conditions in the
United States in regard to food, particularly in regard to grain, which
the Italian people need so much and which other sections of the world
need so bz l(“\

This year’s wheat crop, it is J]‘nlll lpated will be about 250,000,000
bushels more than we had last year. Now, the corn crop figure we
have is about 829,000,000 bushels l(=-- than we had last year,

The deficit this year in these two cereals combined is 578,000,000
bushels.

Now do not forget that 578,000,000 bushels is about as much as was
shipped abroad in 1946 from the United States.

How are we going to do it? Are we going to meet the figures intro-
duced by the State Department? If we c annot do it I do not believe
in telling the people anywhere in the world that we are going to do so.

I do not know how much we can save under the Luckman plan and
other plans, but if we are to provide the cereals and wheat which the
State Department proposes, then the American people are going to
have to tighten up their belts somewhere; they are going to have to
deny themselves, and they are going to have to face some controls,

There is a responsibility on the part of the people of the United
States to help relieve suffering. The people of the United States
have never turned their backs on that responsibility ; they have never
failed to give succor and aid to those who are hungry.

And, just a word about the national self-interest of the United
States. It is my unqualified opinion that it is in the Nation's self-
interest for the United States to help the Italians over this hump as
far as we can. The welfare of ]fd]\' merits not only our consideration
from a humanitarian standpoint, but the welfare of Italy and all of
Europe is necessary to the economic welfare of the United States in the
long run.

Mr Chairman, there are military consideration too.

If the Communists take over Italy, Greece and Turkey will be
outflanked. ;

If the Communists control Italy they will eventually control the
Mediterranean.
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Therefore, we have got to strain ourselves to the extent of our eapac-
ity to do this job, but let us not hold out false hopes to the peoples of
the world ; an({ let us take our own people into our confidence that they
may know the costs.

The CramrmaN. Thank you very much.

This has been very fine for the chairman, who has stayed at home
while our distinguished former chairman, Mr. Bloom, did not stay
at home, to see that these Democrats and Republicans who went abroad
have returned and have given us such fine statements. It is great stuff
that we are hearing today.

We will next hear Mr. Smith.

STATEMENT OF HON. LAWRENCE H. SMITH, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF WISCONSIN

Mr. Syrra. Mr. Chairman and my colleagues of the committee, I
have no prepared formal speech this afternoon. I regret that I was
not able to be present before today. I therefore donot have the benefit
of previous testimony.

At the outset I want to state, Mr. Chairman, without any equivoca-
tion that I join with the other members of the committee who were
abroad in stating that I believe it is absolutely necessary to augment
the so-called information program.

You may recall my own reservation in this matter. I became a
convert on this trip, and I want to state that for the record.

I was particularly impressed with the so-called library service. I
think that we have got to expand the library service three or four or
five times what it is today.

I have some reservations in my own mind regarding the so-called
Voice of America program, and I listened with great interest to sug-
gestions made by our very able chairman, Mr. Mundt, on that trip.

Certainly we must meet this Russian propaganda in no uncertain
terms, and I believe that the information program will go a long way
in doing that very thing.

Now we have before us this matter of temporary relief, stop-gap
legislation. I have not heard the presentations made in support of
that legislation and I will reserve my opinion regarding it except to
say this: That certainly where there 1s need for aid it should be given
and without stint.

I think, however, there is an obligation on the part of those who
advocate that measure to show positively and beyond doubt the need
for it and our ability to meet that need.

Now the approach to the other basic question we will have soon
before us is this matter of the long-range legislation, and I trust that
we will not become involved in theories in its consideration. I pre-
sume all of us who were in Europe perhaps gained different impressions
as to what the real problems were, but in my opinion there is only one
basic problem, and that is the question of state socialism.

It seems to me that we must consider any long-range program from
that standpoint, and I think we ought to bear that in mind whether
it is the socialism of England, the socialism of France; or the socialism
of Russia, all forms of it are bad. Production under it has failed
utterly. Now what is behind this European socialism ?
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In 1917 Lenin wrote, and I quote:

It is clear that the international proletariat involves preparation and the ques-
tion of its relation to the state is of economic practical importance.

And in 1920 the Communist International made this statement, and
I quote:
In order to overthrow the international bourgois and to create an international

Soviet republic as a step to complete abolition of the state, the Commubist. inter-
national will use the means at its disposal, including force of arms.

Then we get down to the basis of the Marxist theory, and I quote:

A heavy, progressive, income tax; abolition of the right of inheritance; cen-
tralization of credit in the hands of the state; extension of instrument of
production owned by the state.

Today we see this very program operating in this country. Now
are we going to play into the hands of those sponsmmrr the cause of
socialism, which is contrary to our American way of life? I believe
that in the problems as presented in England todaV we find that much
of its trouble 1s caused by the principles “of socialism.

Marquis Childs, writing on October 18 from London, said :

Anyone who travels across Europe today must, if he looks at the facts, come
to at least one conclusion: The tides of political and social change cannot be
reversed by any fiat laid down in America.

Here in the home of the mother of parliaments and the mother of parliamentary
socialism, that because even more obvious than it is on the Continent; millions

of Britons have grown up to believe that socialism will bring greater rewards and
satisfactions than capitalism ever could.

Three days later he wrote as follows:

The trade-union leaders who direct Briton's government today face a dilemma
inexpressively painful. They must try to convince their following that the only
salvation for England lies in more production with less pay.

This is contrary to all the doctrine preached for at least a generation. A
Socialist-Labor government was to usher in an era of shorter hours and more
pay. It was to begin something like the millennium.

That is the picture still in the minds of millions of earnest men and women
who have absorbed trade-union doctrine. They were brought up on the parlia-
mentary socialism of Briton’s labor party. The trade unions, the cooperative
movement, the party itself, were all instruments of education, teaching the belief
that socialism (and the millennium) could come peacefully by the ballot box.

Now in appraising the situation, as we come to consider the long-
range program again it seems to me that we must consider w hether
or not we are going to give to these people who are today in charge
of the gover nments of those countries we visited the money to continte
the kind of program which has failed to produce even the ordinary
necessities of life?

Production is most urgent in Russia; production is the most urgent
thing in England, and in France and ever y other country in Tllx'ope.

The one brwht spot was Belgium, and we found Belgium prosperous
because the trovernmont has rrot out of the way and the people are
running their own affairs prettv much to their own liking.

T have a wholesome respect for the British. * T shall never forget
a conference that T was privileged to attend with the other members
of the Herter committee when Mr. Cripps said:

Gentlemen, we need your aid: we want your aid. But, gentlemen, do not for-
get that if we do not get it we will work our way out.
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And T took my hat off to him, and I believe that is exactly the situ-
ation and I think that the time has come to let these peoples of Enr ope
work out their own salvation; we can assist them, but the major job is
their responsibility.

Now I want to mtroduce into the record as a part of my statement,
and to quote from an article which appeared in the current issue of
Look magazine, in which the Queen of Greece tells of her own love
story. It is by Willie Ethridge, and she is talking about her own
people, in this article, and T quote from it as follows:

She has voluntarily taken upon herself the deep responsibility for
finding ways to bring the Greeks out of their deplorable state. Then

she says:

We must stop waiting for other people to help us—
the Queen argues soberly—
We must go to work with what we have, We must begin.

I commend the whole of this article and especially that portion of
it to the members of this committee.

I want also to read a letter which was given to me this last week
when I was home, from a very luummenf man in induostry, which I
believe has some weight upon this question of people doing something
for themselves. This letter is addressed by my friend and reads:

My DeAr FreEp: I hope life is freating you kindly, and that you are sharing
ifi the tremendous wave of prosperity which we understand is sweeping the
United States from end to end.

I fear that you are being told that we are having an awful time. This is not
true. Austerity certainly continues, but is largely due to the much greater
purchases that result from everybody being at work, instead of having a couple
of million unemployed.

Furthermore, it is the Englishman's most important line and privilege to take
a deeply gloomy view of everything.

I do feel it is very humiliating to hear our public men say we have no future
unless your country is prepared to hand over unlimited quantities of dollars.
We should be perfectly capable of standing on our own feet, even if the going
may be particularly hard at times.

My object in writing is to assure you that England is not in the state people
make out.

Now, what hope is there so far as our efforts are concerned when we
consider the refusal on the part of those nations to effect anything
like a unification of Europe?

The members of the committee will recall that we spoke to indi-
vidual Cabinet members about that matter, and T think without excep-
tion the answer was that unification is a long, long way off. As T re-
call it, Salazar frankly said that the matter of unification was very
remote and that in the meantime the nations themselves very likely
would continue on their own merry way.

I merely make these suggestions and offer these observations in the
hope that when we come to consider all of the problem, we will cer-
tainly explore the possibility that, after all, the necessity is the mother
of invention, and that applies to nations as well as individuals.

There is a great reservoir of friendship for the United States abroad,
and I believe the nations will be most reluctant to take on communism
as compared to our way of life and their way of life. I am not at-
tempting to evade the issue of whether or not we ought to help them
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at this time. We ought to do all we possibly can. But I raise the
question—and it is a sincere one—can we expect from these nations
any more in the future than we have in the past so long as we give and
give! s

I just had a most interesting trip back in my district. There is
deep concern on the part of the pubhc I could not meet the engage-
ment requests that were made, but I know from my experience that
the people are certainly expecting this Congress to explore every pos-
sibility there is to give as little as we possibly can, because our own
resources are not llle\hdlhtlbk‘, at least over the long range period.

I thank you.

Mr. Vorys (presiding). The committee will next hear from Mr.
Merrow.

STATEMENT OF HON. CHESTER E. MERROW, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF NEW HAMPSHIRE

Mr. Merrow. Mr. Chairman and my colleagues on the committee,
I want to join my colleague on the subcommittee, Mr. Jackson, in pay-
ing tribute to our tireless and energetic chairman, Mrs. Bolton, who
displayed such able leadership of the subcommittee in our visit to
western Europe and the Near East.

I was particularly pleased to hear my colleague, Mr. Richards, in
his closing remarks, say that whatever we do in the various countries
must be done in terms of the secur ity of the United States.

In my brief remarks, I would like to call attention to the strategic
importance of Iran, to the Russian infiltration in western Europe and
the Near East, and to the importance of oil in the Near East, and the
importance of aviation in that area.

In the first place, the legislation now under consideration, which
is interim aid to France and Italy, must be considered as a part of
the larger picture. I would ])Lue the western front against com-
munism and the drive for expansion by the Soviet Union as running
from Germany through France and through Italy. In terms of our
security, it is necessary that we prevent chaos from gripping those
two countries. There 1s a favorable political outlook at the moment
in France, and the situation in Italy is also favorable, due to the fact
there are no Communists in their Governments. However, the politi-

cal situation depends upon the economic situation, and economic
deterioration or economic chaos would probably wipe out the present
favorable political condition in these two countries.

We are called upon to appropriate something over $500,000,000
of aid to these countries and then as we think of the long-range
program, there are anywhere from $16,000,000,000 to $20,000, UH{} 000
more to be l])])l'()p]lli('l] I have often stated that this is a small
amount, of money in unn]mnann to what it cost to win the war, which
was a sum in excess of $£350,000,000,000. More important than that
were the lives we sacrificed. So, considering what we have already
spent in Europe and considering what we propose to spend {lmmﬂ'
the next few years looked at in any way you wish. it is small in com-
parison to what we spent in our efforts to win the war. T have often
stated that the battle of winning the peace would be far more diflicult

.
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and probably would take more time winning the war. Whatever
is necessary to be appropriated to prevent these nations from going
communistic ought to be appropriated. I think the spending of our
money to rehabilitate western Europe will prevent the continent from
going communistic and will stop the iron curtain from reaching the
Atlantic Ocean and the Mediterranean. Italy and France constitute
the western front. There is also a southern front and that southern
front includes Greece, Turkey, and the eastern end of the Greco-
Turkish axis, which is Iran.

I was glad to hear my colleague make such an extended report
on the situation in Greece. It seems to me—and this is the only com-
ment I will make on Greece—that if the Soviet Union should decide
to draw the issue and continue unlimited supplies to the bandits,
there is only one course which the United States should follow, and
that course is to extend our help until the bandits are liquidated in
one way or another. If we withdraw, it will mean loss of the invest-
ment which we have aleady made. If we had not gone to the aid of
Greece and Turkey, probably Greece would now be in the hands of the
Soviet Union.

As one goes across the southern front, one comes to Iran, and I
want to stress the importance of that country for just a moment.
The Turkish Army is strong and efficient, but Iran is at the eastern
end of Turkey in a very strategic position. Iran borders on India,
Iraq, Persian Gulf, and Russia. If Iran should fall into the hands
of an unfriendly power, that power would have immediate access to
the Middle East, the Persian Gulf, and India. The Iranian Army at
the moment is somewhat in excess of 100,000. The question often
arises: Will Iran be brought into the same policy or be included
in the Truman doctrine, if we want to classify it as such, the same as
is Greece and Turkey ?

Iran has already asked for $25,000,000 in credit from the United
States. She has a little different proposition from the situation in
Turkey. I will not go into that in detail, but it seems to me since
Iran is so strategically located, if we were to spend money in assisting
this country in developing and equipping her army, whatever we
spent would be well invested. Even if Greece and Turkey were to
hold and Iran not hold, it might be that Russia or an unfriendly power
could move out around Greece and Turkey in the way the Maginot
line was outflanked. We often lose sight of the strategic importance
of Tran. We should realize that the eastern end of the Greco-Turkish
axis does have strategical importance to the United States.

In the second place, we found in all of the countries that we visited
that there is extensive propaganda being disseminated by the Com-
munist-controlled radio, the press, and so forth. Through the Arabic
world they are broadeasting in Arabic against the United States day in
and day out. I need not say any more about this unfriendly propa-
ganda and its importance. It 1s being spread all over the Middle
East and western Europe. We ought as soon as possible, to develop
a program that will give the essential information concerning the
United States to these countries in an effort to offset this abusive and
gerogatory propaganda that is being disseminated against us every

ay.

Everybody, of course, recognizes the fact that the oil of the Middle
East is exceedingly important and that the American Arabian Oil
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Co. in Arabia is probably the greatest single American interest outside
of the United States. We have interests there; we have interests in
the Kuwait field, and also have interests in the fields of Iraq. I believe
for the first time in the history of the country, our imports of oil
during the present year will exceed our exports. Qur reserves were
dep]eted to a great extent during the war. We can readily see that the
oil of the Near East is most 1mp0rtfmt, and it is to the self interest of
the United States to have the countries in the Near Kast as friendly to
us as possible. This oil would be valuable to an enemy in a negative
way, because if the fields were put out of operation and the refineries
destroyed, we would not have the use of the oil. Oil is very necessary
for our country in peace, and it will be a deciding factor if we were to
get into another war.

I think in considering our policy in the Near East or Mediter-
ranean, we should constantly keep in mind the vital importance
of the almost unlimited petroleum reserves around the Persian Gulf.

In speaking of oil and the Near East, this leads me to call attention
to the importance of aviation in this area. We have a large airfield
for instance, in Arabia that was built at a cost of 314 million dollars.
We should do everything we possibly can to have access to this
field in the future, to have friendly relations with the governments
in that area, reahszr that in the event of future trouble air power
will undoubtedly be a deciding factor. I think it is a disgrace that
during the past 2 years our air strength has deteriorated to such an
extent. I have often said and will repeat—and I was convinced
of this as I went from country to country—that in addition to our
assistance to western Europe and to other countries, in an effort to
prevent the march of communism, we should adopt another important
principle concerning our foreign policy, and the principle is simply
this, that we should appropri ate whatever money 1S necessary to give us
supremacy in the air, to build an air force that is equal to any other air
force or any combination of air forces in the world, realizing that by
resoluteness and firmness we can make our will felt for the 11trhf

I believe that oil and aviation in the Near East are connected very
closely and that we should not forget the strategic importance of the
Near East.

We are in the position of a nation which has had world leadership
thrust upon us. We have important decisions to make in the near
future. We ought to make these decisions with firmness. By facing
the future unafraid we will make a tremendous contribution to world
peace and will fulfill the position that destiny has given us.

This struggle to win the peace will be long and “will be arduous. I
never heard anyone ask the question, when we were fichting the war,
“Can the United States of America afford to expend the effort and the
substance that is necessary to win?” I do not know why we should ask
the question now : “Can we afford what is necessary to win the peace?”
We must win the peace for our own survival and for the freedom and
independence of liberty-loving people everywhere.

I thank you.

Mr. Vorys (presiding). The committee will next hear from Mr,
Judd, who will give us a report on a mission of the committee to other
parts of the world.
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STATEMENT OF HON. WALTER H. JUDD, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MINNESOTA

Mr. Jupp. Mr. Chairman, I want to join my colleagues in express-
ing my appreciation for the great privilege, as a member of this com-
mittee, of going on two utmh trips this fall, to Europe and to Asia;
and for the chance to visit the front lines in the midst of the social
economic, and political war which Russia and her stooge governments
and parties in various parts of the world have decl: ared on us and on
everything we believe in and stand for.

The outcome of this warfare is still in doubt. Their totalitarian
philosophy, and even more totalitarian practices, have made a great
deal more progress, in my judgment, than we are inclined to think.

The Soviet’s war for men’s minds and hearts and for control of
their lives, goes on 24 hours a day. Most Americans assumed that
when the Japanese and the Germans surrendered, the war was over,
just like the final whistle in a football game, and there was nothing
to do but to go home. This never was that kind of a war.

During our trips to Europe and the Far East, all of us I am sure
noted many illustrations of the success they have had with their
propaganda—for example, the cleverness w ith which in both Europe
and Asia the Communists have attacked us at the one point where they
could more successfully turn many people against us than at any other,
namely, by playing on the fear of Germany and of Japan. The only
way to turn against us the Poles and Czechs and French, who histori-
cally have been so well disposed toward us, is to persuade them that we
are building up Germany, giv g priority to her, the aggressor, over
those nations which were her victims, The I}U)l).l'_!.lll(ll which they

carry out day and night, reiterates, skillfully, that we are preparing
Germany to become again a great military state, to be our buffer, or
even ally, in the war against Russia which we ave alleged to be prepar-
ing. The fact that we know the char ges are wholly untrue should not
_ b]lml us to the fact that it is malmw headway. The 'y are hammering
away at it constantly, and we found Frenchmen, Poles, and (_Zl‘(hh.
even Norwegians, Danes, and Dutch, who all their lives have been
among America’s best friends, profoundly disturbed, wondering
whether we really are building up Germany and giving her preference
as an enemy over those nations which have been and still are allies.
If the propaganda succeeds, the people in those countries who have
suffered so from German aggression will go with Russia, not us.

The same thing in Asia, The propaganda goes on that Generals
MacArthur and Hndcre are building up Japan and Korea, particularly
Japan, as allies, or a “buffer against Russia, giving them priority over
China. It has a very devastating effect in China; because the one
thing which, more than any other, could turn the Chinese against us
would be if they came to believe we were making a deal to build up
Japan as a military power or giving her preference over them, after
all that Japan did {o hurt them and us, and all China did to help us.

Then there is the propaganda that our so-called Marshall plan is
for selfish and sinister motives ; that we are exporting to Europe only
to ward off a depression in the United States; that we are doing it
to capture European markets for American capitalists and then these
capitalists will put everybody in shackles in Europe as they assert
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has been done in America. If they knew how hard it is to get the
support of big business for such a program as this, I do not think
they could get away with the story that it is just a capitalistic trick.
When they ‘claim that capitalists went to war to eliminate Japan and
Germany and their competition in the world markets, and that now the
same capitalists are working to restore Japanese and German industry,
it does not make sense. But they are utterly cynical in their propa-
oanda. The main thing is not whether it is true, but whether they
can make the people believe it is true—until they can get into power.

It was interesting in some of the countries whose economies were
just about to fall to pieces, to find their greatest worry was not about
what is happening to them right now, but about the terrible depression
which they are told is about ‘to hit the United States. Some of them
do not have enough to earry them through the end of this year without
help from us. yet they seem less critical of their system which has
brought them to such disaster, than of ours which is certainly better
off than theirs but which they are sure is just about to collapse. Why?
Because Karl Marx, somewhere over on page so and so, said that
after a great war there always comes a great depression in the cap-
italistic s system. and therefore a {lppl(malml just nmat take place here.

It was diffi=ult to persuade them that our American economy would
be far better off if we did not export anything at all to them in the
next 3 or 4 years, evell supposing they were able to pay for it; that
if they and we do not want us to have a depression, then we cer-
tainly onght not to adopt the Marshall plan or i]1|- interim aid bill ; and
that the surest way to get a real depression in America is to overexpand
our productive capacity on farms and in factories in order to export
to them and build up their production till they won’t need our sup-
plies, leaving us with overexpanded productive capacity, then unem-
ployment and then depression.

If they want help under the Marshall plan, then they and we have
to take the risk of such a depression here in 4 or 5 years. If they so
greatly fear a depression in America, then they should not ask us to
grant their requests under the Marshall plan.

They want us to hv]p them now, thereby increasing the danger of
an American depression; yet at the same time they half believe the
Communist propaganda that we are helping them in order to stall
off a depression, and to make them semicolonies of the United States.

[lmw on our subcommittee have heard me put tn the members of
almost every cabinet group we met, this question: “If we do not help
Europe, we are called selfish isol: ltlnlll‘-nt\: if we do offer to help, then
we are selfish imperialists. DBut we must either help or not lwlp So
whatever we do or do not do, whether we give or do not give, it is
interpreted as indicating we have selfish and sinister motives. Just
what can we do to convince you we do not have any such evil designs
on Europe ?”

A member of the Norwegian cabinet, when we were talking about
this, said the basic reason most people in Europe do not understand
us is because they have not lived in America, as he said he had for 6
years. He said thm have no concept of the basic generosity, almost
sentimentality, of the American people: that se lt]l)lll have the\' ever
known any European country to do anything except on the basis of
what it intends to get in return. “llu-luhno' he said “they think
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it 1s too good to be true; it just cannot be that a country would con-
sider pouring out $20,000,000,000 in goods and money unless there is
in the scheme somewhere an oppoltumtv for it to make some great
gains in money, territory, or power.”

When people tend to feel there just must be some dark ulterior
motive somewhere, and the Communists are telling them 24 hours a day
that there is such a motive and that it is to establish United States
control over Europe, then you can be sure that the propaganda makes
great headway, especially when we ourselves do so feeble a job of
telhnfr them the truth.

| 1hmk the recent Warsaw declaration of the Communist parties of
Europe, when they established the so-called Cominform in Belgrade,
may indicate a basic change in the party line. The Communists have
run up against the hard fact that in some places there is a force which
gives promise of being stronger than theirs, and that force is nation-

l]fsm They can get a lot nt F mnchmen to go along the Communist
way as long as thm think it is an economic phl]osophy, but when the
discover it puts Russia ahead of France, then many of the French
followers are likely to put France first, and many of the supporters
of communism in Italy prove to be first Ttalians.  Witness the recent
swing back in some countries from international communism to
nationalism.

Therefore, under the Warsaw declaration, the Communists switch
from emphabls on internationalism to a frank appeal to nationalism.
Where previously the line has been that first loyalty of all Commun-
ists everywhere must be to the workers of the world, this new mani-
festo indicates that from now on adopting communism is to be por-
trayed as the way to promote the interests not of a class, as heretofore,
but of individual nations. Frenchmen must join to save France from
American capitalism. The Poles, even while utterly enslaved by the
Russian stooges and puppets, are told communism will serve their
Polish nationalism.

The Communist strategists see that the nationalistic feelings of
the people of a country have turned them toward us as a means of
getting help to save their country. The Communists now frankly
113 to capture that nationalism for themselves, utilize it instead of
cpposing it. They are smart; they reverse themselves overnight when
they think it is to their ¢ 1dmnt<we

The technique in Europe and America by which they try to take
over a country, or an or gamzatlon is the same as I saw it in China
way back in the twenties. You may be interested in the way the
Chinese describe it. They say the Communist procedure or technique
has three stages, tlnev “neetl- " described by three terms in which
the Chinese word “t’ou,” meaning “head”, appears.

The first stage is called “kon tou,” which has become the English
word “kowtow.” It means to bow the head, even to the ground
This is the state of infiltration, cooperation, working for a united front,
or for a coalition. They plOfebS to be interested c;olrely in working for
the downtrodden, the peasants, the minorities. They harp on all the
injustices or diseriminations or imperfections that can be found in the
existing society. They find out what each group desires most and
adopts ‘that as their slogan—for the time being.
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In Paris, they shout “Join the Communists and we will see that
your wages are higher and your food prices lower.” Then they go
cut to the farmers and say “Join us; we will see that your gram prices
are higher.” If anyone notices the contradiction, he is an evil
mpit‘tlist

That is the stage of “k’ou t'ou,” trying to get people to come along
or cooperate with  them on the basis of emhwarrnnt promises. Iehran,
Yalta, and Potsdam were in this st age on the international front.

The second stage is called “yaot’ou” which means to wag the head
back and forth, as in declining or refusing. It is the stage of stalling,
delay, noncooperation, almost but not qmto to the point of rupture.
It prevents any progress in getting a settlement, it buys time in which
they work feverishly to improve their position. Anyone who has
tried to work with Communists—whether in a labor union or a politi-
cal group, or a veterans’ organization, recognizes this stage.

We went through this stage at London, Paris, Moscow, for months
at a time. The Korean Joint Commission was stalled along thus for
5 months. No proposal by others quite satisfies them. There must be
further study, speeches, conferences, delays. By weakening or wear-
ing out their associates, they maneuver things to a place where they

can stage a coup, or get control of election m: !thIlE‘lV so a rigged elec-
tion gives them dominance.

When they move into complete control, as in Bulgaria a few months
ago, and in "Roumania last week, then the third stage bomns—called
“sha t'ou,” or cut off the head. They promptly cut off the heads,
politically if not actually, of their fm.mor associates in the coalition.
Witness Petkov and Maniu as the most recent examples.

I thought those three terms were the best and most succinet de-
scription I had heard of the skillful techniques by which the Com-

munists everywhere proceed through pretended cooperation into a
coalition where they H\'H’f(‘llltlfl(‘d“\? bring about deterioration until
an organization or nation is weakened, the people confused and des-
perate, so they can seize power. Then they move swiftly to the ruthless
destruction of all opposition.

So this war of ideas is eritical because, if we don’t win it in western
Europe and Asia now, before they reach the third stage, then we will
have a military war, and under most difficult circumstances.

To win the war of ideas will require a far larger concept of the
real task, a much bigger program, in my opinion, than has been gen-
erally wealized. It must be a program both of action and of w ords.

When we were talking with the prime minister of one country about
the American information program and how we could improve it, he

said : “If there are also coal and wheat, then the information pr U"l“lll]
is invaluable ; but if our people do not have coal and wheat, then the
information program alone won’t do the job.” That is cultdlnl\, true.
But it is also true that no matter how good our deeds, the words, the
explanation, are also necessary.

May I in passing suggest two or three improvements necessary in
the information program, if it is to succeed. Iirst of all, it must be run
by people who really believe, all of them, in the United States of
America, people who are as enthusiastic about our basic system of
freedoms and have the same sort of zeal for and devotion to the basic
political and economic concepts on which this Nation was founded and
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grew healthy and strong, as the adherents of communism and nazism
have for those systems.

Then we have got to have people handling the program who are
professionally top-notch; people who can do a bang-up job; just as
good a job of selling our basic ideas of freedom and demoer racy as
others do of selling soap.

We must study and build our program, not only on what we have
to tell, but on what those peaple want to hear. For example, in Bul-
garia people said, “W l:\' do you spend 15 minutes of your Voice of
Ameuca program giving us Ameriean ]d/f’ Our people do not
understand or want to hear American jazz. They don’t listen.”

I thought of the Norwegians and the Swedes and the Danes up in
my district in Minnesota. How many hours a day the local radio
stations play the polkas and the schottisches of the old country, which
they naturally love to hear. Why do we not give the people in other
countries more of the kind of programs, and books, and films, and
press releases, and lectures that they understand and want? That is
the way to get them to listen or see or read our material, and have
confidence in it. Then they will hear what we say when we have most
important ideas to present to them. The British are doing a better
job professionally than we, in plenty of places.

It has been suggested that we change the name of our radio program
from the Voice of America to the Voice of Freedom or the Voice of
Liberty, and I approve. It should be such a program that people in
other countries will want to listen to it not because it is from America,
but because it mobilizes the spirit of all who love and will ficht for
freedom. Let them feel that they are participating in this crusade
even through listening.

It is our ideas that we want to sell, not ourselves, and not just indoc-
trination in some American customs and habits in which they are not
particularly interested.

Then, again, in our attempt to avoid any possible criticism that we
are ﬂ‘winn too favorable and not a balanced picture, we have leaned
over backward too far. If anybody in the United States, no matter how
insignificant or ummpml ant, makes a statement mltul?mcr our Gov-
ernment or our policies, that is always given prominence, even though
it may not represent the opinion of 1 percent of the people.

I see no need to do that sort of thing, and certainly no advantage.
We should not attempt to give a false picture—we do not need to.
And we should not dtlempl to conceal anything that is true about
America. But we ought to get our picture into proper balance with
stress on the great adv: ant: ages of life under such a government, despite
the admitted weaknesses.

For example, Ivory soap is not sold on the basis of advertising that
it is 0.56 percent impure, although that fact is not in the least denied
or concealed. It is sold by emphasizing that it is 99.44 percent pure.
Likewise, we can properly, with perfect truthfulness, and with far
more effectiveness, eall attention to the good without in the least
concealing the bad.

Mr. Chairman, it has been our help, since last March, which I think
has turned the tide against communism in Greece and France and
Italy. When we t: alked to the Ttalian Cabinet it happened to be the
second day after an all-night, or practically all-night, session, at which
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three motions of nonconfidence in the Government had come to a final
vote. The Government of Italy had hung in the balance. It was a
erucial moment. Just before the vote the announcement was made of
America’s relinquishment of her claim to a share of the Italian Navy.
The delegates, all but the Communists, rose and cheered. De Gasperi
and his Cabinet won.

We congratulated them on the victory and were told : “It was not a
victory for us; it was a victory for America.” It was what America
had done during the preceding months in support of free peoples in
Europe which had won. It had given them hope, they had rallied
their courage and had saved the Italian Government hnm going down.

We have turned the tide toward freedom. Now it is incumbent
upon us, it is imperative for us to accelerate that tide, tn carry through
to full success. It is useless to give to any of these countries less than
enough to enable them to resist the threat of their independence. In
fact, it 1s worse than useless, because after we build them up, then some-
hody else would take them over and use what we gave them against us.

It is likely to be useless also if we do not give enough to win on all
hnnh. on all the boundaries of that great land mass which is controlled
by a handful of mdividuals in Russia foreing their will upon all their
own people and on their neighbors.

And that brings me to the question of Asia. I think we have got to
win in Asia, too, or we will ultimately lose in Kurope. I cannot
myself vote to put $20.000,000,000 into holding the line on one front
and then ignore another front vqlmll\ vital to our future.

Asia is vital to the program in Europe, because it will be all but
impossible for England and France and several other European coun-
tries to get back on their feet, despite the assistance of the Marshall
plan, unless they are able to ulmn to something like the prewar
pattern of trade that they had with Asia. And the key to the situ-
ation in Asia is China. If China is taken over by Communists, how
long can India, Malayasia, the East Indies, even the Philippines, resist
the pressures?

In Japan it is perfectly clear that the great problem today is not
to get the Japanese to want to build a democratic nation. The great
majority of them have canght the idea and are making unbelievable
progress. The problem in Japan is how to get her economy on a
sound basis and her security assured so that the United States can
withdraw her subsidies and her soldiers as soon as possible.

There simply is no way we can even get Japan on a self-supporting
basis, unless Japan can have access to the raw materials and the
markets of Asia, and particularly of China and Manchuria. How can
she do that when China is Iwmﬂ‘ systematically plunged deeper and
deeper into chaos and economic disorganization, or if China is taken
over by the Communists and an iron curtain comes down there as
around eastern Europe?

We disarmed .J: apan. We wrote into her constitution that she shall
never go to war again and hence shall have no army. If China is con-
trolled by the Communist armies, how will Japan be defended when
American troops are withdrawn 7 She too will have no way of keeping
out of the Soviet fold where all her technical abilities will be turned
against us.

G7T810—47 16
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An American doctor on General MacArthur’s staff told me that
it has recently become difficult to get Japanese doctors to work with
the occupation forces. I was astonished. I said, “Do you mean to
tell me that even scientific men, and humanitarians, are hesitant to
work with you in a program to build up public health in Japan? Why
is that ?”

He said, “Because our failure to have a firm policy with respeet to
the spread of Communist control on the continent of Asia, such as
we have with respect to the spread of communism in Europe, is lead-
mg the Japanese people to believe that we are likely to walk out on
them as we have on China, leaving them to the merey of the Russian,
Chinese and Korean as well as Japanese Communists, who will take
over, seize those who worked with the Americans, brand them as quis-
lings and cut off their heads.”

When the Japanese know we fought them rather than accept their
splitting of China, and then see us failing to support against Russia
the Chinese Government we supported against them, they can only
believe that we are so politically immature we are likely to walk out
and leave them to be taken over by the people whom they see sweeping
over Manchuria and north Korea and China.

General MacArthur’s extraordinary success in Japan will stand or
fall on what happens in China. Unless we are willing to abandon
Japan, and all our promises and our labors there, we must either help
China stop communism, as we are helping Greece, or we must pour
American dollars and American soldiers into Japan endlessly. Take
our choice.

Look at Korea for a moment. I spent some time talking to one of
the great Korean leaders who for 40 years never ceased to fight against
Japan for Korea’s freedom. The Koreans are greatly discouraged and
disillusioned about us. We came in and promised elections and a dem-
ocratically chosen government, but we have not been able to carry out
our promises—largely because we hoped, and still hope, for an agree-
ment with Russia that will reunite north and south Korea. We
have spent all these months trying to solve on the international level
the problems we created for Korea by splitting her with Russia. Ina
sense the Koreans have been used as pawns in our struggle with Russia
and have lost much of their confidence in us. ‘

The Koreans told me frankly—several of them—that they are eco-
nomically worse off today under us than they were under the
Japanese, which was a rather startling statement, but I do not think
it can be refuted. They prefer us, if there is hope they will get their
freedom. DBut not if we are just a transition stage from control by the
Japanese to control by Russia.

I said to this Korean leader, “What should we do now to be most
helpful to you? Should we delay elections still further in order to try
to get a United Nations committee to come in and supervise an election
for all of Korea, or for south Korea? Or should we go ahead at once
on our own to set up the provisional government we promised ¢”

He said, “It does not make much difference what you do or do not
do now. There is no way you can get an independent Korea that will
be secure and self-supporting until you solve the Communist problem
in Manchuria.” ‘ '
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I asked various other questions, to all of which he replied in sub-
stance, “There 1s no way you can solve the problem so that we can
be independent and secure until you help China remove the Communist
menace in Manchuria.”

The program to which we are committed, of working for the in-
dependence of certain nations in Europe and Asia, will fail, in my
judgment, unless we make progress quickly on the internal situation in
China. What is the situation there and how did it get that way?

The first explanation, and the easiest, of the confusion and disorder
in China is the fact that the Chinese went through 8 years of war.
That would be enough, I think, to cause considerable trouble in almost
any country. Georgia did not look very good after a year of Sherman.
China had 8 years of defeats and invasion and occupation, with dis-
ruption of her communications and destruction of her economy, along
with all of the break-down, the moral break-down as well as the eco-
nomic and social break-down, that go with so long and exhausting a
war. The miracle is that she was able to stay in the war at all under
such difficulties.

But there are additional causes besides those due to the Japanese
war. The first is that the Chinese Communists have had a systematio
plan all these years to destroy the Government of China. I would like
to read to you a directive that was issued to his followers by Mao
Tseh-tung, the Communist leader, in October 1937, just a month after
he had entered into a solemn coalition with Chiang Kai-shek, follow-
ing Japan’s attack in July 1937. The Communists had reached the end
of their rope. They were down to a few thousand men isolated in five
or six counties. Japan’s attack saved them. They pledge themselves
to abandon their activities and fight loyally with Chiang against
Japan—but their real purposes were contained in the secret directive.

I have read it to hundreds of audiences during the last 6 years or so,
but almost nobody took it seriously. Now it reads like a book of
prophecy :

The Sino-Japanese war affords our party an excellent opportunity for expansion.
Our fixed policy should be 70 percent expansion, 20 percent dealing with the
Kuomintang, and 10 percent resisting Japan.

That is precisely the policy that they followed, 10 percent of their
efforts devoted to resisting Japan, just enough to get the acclaim of
the world as being Chinese patriots, while they devoted 90 percent of
their efforts to expanding their forces and their territory and to
harassing the Central Government of China, with the object of knock-
ing that Government out as soon as they could.

Then Mao continued in the directive:

There are three stages in carrying out this fixed policy :

The first is a compromising stage. * * *

That would be the “k’ou t'ou”—

in which self-sacrifice should be made to show our outward obedience to the Cen-
tral Government and adherence to the three people’s principles

the basic principles of the Kuomintang laid down by Sun Yat-sen—

but in reality this will serve as camouflage for the existence and development of
our party.
The second is a contending stage—
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that is the yao-t’ou—

in which 2 or 3 years should be spent in laying the foundation of our party’s
political and military powers, and developing these until we can mateh and break
the Kuomintang, and eliminate the influence of the latter north of the Yellow

River.

That has almost been achieved. It may be an accomplished fact
shortly, if we continue to delay help to our hard-pressed ally.

While we are waiting for an unusual turn of events, we should give the
Japanese invader certain concessions.

Which, of course they did—after it was clear “Mother Russia” was
safe, and when it worked to the disadvant: age of the Chinese Gov
ernment.

For example, Japan made her last all-out drive on China in the
summer of 1944. It began right after Japan made some sort of agree-
ment with Russia in I‘elmmn. as I recall. It is an agreement whose
full details we have not been able to ferret out, but among other things
the Russians granted Japan fishing concessions in Russian waters
for 5 years, as against 1 year previously, thereby giving Japan as-
surance of her major protein food supply for the next 5 years. Ap-
parently assurances were also given the Japanese that they would Imt
have amlhmw to fear from tlw Russians in Manchuria, because imme-
diately after the agreement, the Japanese began to pull their crack
Kow: almnu_r army, their best divisions. out of Manchuria where they
had been all dulmu‘ the war, and moved them south through Com-
munist-controlled Imulm\. in an effort to knock out the Chi: ang
Kai-shek government in southern and southwestern China. Train-
ioad after trainload of Japanese troops and supplies went through
the Communist-controlled territory for weeks, and not a train was
reported wrecked., Evidently “certain concessions” were given to
the Japanese.

Contrast that with the fact that, when the Central Government.
after the surrender of Japan and under instructions from MacArthur,
the supreme commander, tried to move its trains north through
that same territory, up to Peiping and Manchuria to take the Jdpdnvw
surrender and disarm the troops., the Government trains were wrecked
and the rails were torn up by the Communists for mile after mile
after mile. No “concessions” were given to the Chinese Government
by the Communists.

Then Mao Tseh-tung further said in this directive:

The third is an offensive stage, in which our forces should penetrate deeply into
central China, sever the communications of the Central Government troops in
various sectors, isolate and disperse them until we are ready for the counter-
offensive and wrest the leadership from the hands of the Kunomintang.

That is, ready to destroy the Central Government of China, The
Communists are entering this third stage—the “sha-t’ou™ stage. In
the last few weeks, thﬂ have moved south across the Yellow River,
down 1into central (hln 1, to “sever the communications of the Central
Government troops in various sectors and isolate and disperse them.”

That was and is the plan, known since 1937. The incredible thing
is that some of our leaders insisted on ignoring it, as some ignored
Mein Kampf and others ignored the Communist manifestos. Instead
of listening to the C lmww we told them. We thought we knew better,
and as a 1(.sull China which would have been the greatest bulwark
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of peace and security in Asia is in danger of itself being dragged
behind the iron curtain and having its resources and manpower used
on the other side against us

I was in China 3 years ago and when T came home I repor ted to
you in the Congress that there was in China w idespread and inevitable
deterior atwn—-oi all sorts.

Today the deterioration is quite understandably still worse, except
that the health of the people, and the nutrition, at least in the large
cities I visited, is better now than it was then, largely because of the
food shipped in through UNRRA and because fortunately there ]uw
been no widespread droughts or very extensive floods in the last 2
years. They have had fair crops m most places and if the Lum-
munists would allow them to distribute commodities thr ough the coun-
try, there would be little or no starvation in China now.

The economic situation is deteriorating alarmingly. But when you
consider what China has had to face, it is not surprising that things
have at least gotten out of control. China has had progressive infla-
tion for 10 years, due to blockade, inability to export, expansion of cur-
rency to pay war expenditures, and so forth. It is remarkable that
they were able to hold it down as well as they did for 8 years. I dis-
like to think what the United States economy would be like 1t we
had suffered the last 10 years as China has, if we had had such loads
placed upon our economy on top of all the destruction, first from the
Japanese, and now still worse, from the Communists.

Here again the Communists have proven themselves brilliant as
usnal. The one commodity in China that ties the economy together
more than anything else is cotton textiles, because cotton cloth is the
one thing that all Chinese have to use. It is the industry where labor
is best organized and best infiltrated with Communists.

The Communists guerrillas waited this year until the cotton har-
vests were in, and then, within the last month or go, they suddenly
cut every artery of tr: wmsportation—railway, highway, or waterway—
where bv the cotton could move from the lwl:ls to the sreat cotton textile
mills in Tientsin and Shanghai. 1f cotton from America or else-
where does not reach China within the next few weeks, those textile
mills may have to close down and hundreds of thousands of men and
women will be thrown out of work. There will be well-organized riots
against the government and that could start a chain of disorders
prec !plldtl!l“ the fall of the government.

The politic: al deterioration and the moral deterioration are serious.
The break in morale of Chinese people especially at higher levels is
even more serious. They are discouraged as I have never seen them
before. Many among the educated classes suffering terribly from de-
preciated incomes arve approaching the desived state of despair where
they are tempted to resign themselves to communism. thinking nothing
could be worse than their present conditions.

In addition to the t.iwlnll\ planned and executed attempts to de-
stroy the government in China, there has been an equally skillfully
executed l’] i to destroy the Government of China abroad ; tln.lt 15.
to diseredit it, by a systematic, organized propaganda ¢ dmpnnn n
the United States and elsewhere.

It, too, began in March 1944, just after Russia made the agreement
with Japan which freed the Japanese troops to move from Manchuria
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down into China. Apparently Moscow, already confident of victory
over Hitler, and having diverted Japan from Russia to China, sent
out the word to start the campaign, for it began all over the United
States, just as if one man had pulled a switch and all the lights in a
city went on.

That propaganda, as you know, was largely led by about 20 or 30
writers and lecturers and commentators in America, and by some men
who became Far East advisers to our ‘State Department or “ex-
perts” on the staffs of organiation supposedly dedicated to enlighten-
ing the American public on Asiatic affairs or foreign policy. There
were some of the group in what has become widely known as the “Red
cell” in the State Department, the Far Eastern Office. It has been
openly said that some of these “experts,” both in and out of the Gov-
ernment, are members of the Communist Party, although I have no
personal knowledge of that. But certainly they have consistently fol-
lowed the party line with respect to the Chinese Communists. One of
them openly boasted that, while they had not succeeded in all they
wanted, at least they had gotten rid of Grew, Hurley, and Hornbeck,
who were the three who knew the facts about the Communists’ wiles
and who tried to carry out Roosevelt’s policy of supporting the Central
Government of China.

The propaganda began in this country in 1944 with the usual char-
acter assassination, especially with smears against the generalissimo—
you probably have forgotten them by now, but they did great dam-
age—such things as alleged family troubles, moral charges, and so
forth, all of which were completely untrue, but which helped to start
the undermining of confidence by the American people in the leader-
ship of China.

For almost 4 years the propaganda has gone on relentlessly. The
emphasis 1s constantly upon the weaknesses of the Chinese Govern-
ment, and nobody can deny some exist. The impression is given that
there have been and are no strengths in the Chinese Government,
whereas the facts prove the latter far outweigh the former, although
China cannot recover without help any more than England, France,
or Italy can.

Charges are made, just to mention a few of the commonest ones,
that the Chinese Government is undemocratic. That, of course, is
true, according to our standards. But according to China’s standards,
her present government is unquestionably the nearest to democracy
she has had in hundreds, if not thousands, of years. And it continues
to move in the direction of the democracy to which it is pledged, just
as the Communists are pledged to ultimate dictatorship.

The convention to establish a constitution was called to meet in
Nanking, November 12, 1937. But Japan plunged China into war in
July 1937. That delay certainly cannot be blamed on the government.

When the war was over and the long-delayed constitutional conven-
tion was called, the two parties which had clamored loudest for a con-
stitution, refused to participate—the Communists and the Democratic
League, _

The Democratic League originally was a coalition of so-called lib-
eral groups. Eventually the genuine liberals had to withdraw, just
as the true liberals withdrew from the American Labor Party in New
York when they discovered that it was largely being used by the Com-
munist members, as a cloak, as a sereen for their own activities.
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Just so, the true liberal elements, the non-Communist elements, in-
cluding the Young China Party and the Social Democratic Party
withdrew from the Democratic League. T talked to the leaders of
both these liberal parties. Both are todav participating in the Chinese
Government. But the left wing remained in the Democratic League,
and, while pretending that it is a “liberal” party, continues to obstruct
all efforts to establish its new democratic constitution.

When General Marshall went out to China, the Communists posed
as “democrats,” dragged out negotiations, stalled for time, worked
feverishly to expand their power and then when they had succeeded
in expanding the telntnl‘v under their control from 60 to about 300
counties out of some 2,000 counties in China, they took off the mask,
blasted General Marshall mercilessly, until he himself wr ote:

The course which the Communist Party has pursued in recent months indicated
an unwillingness to make a fair compromise. It has been impossible even to
get them to sit down at a conference table.

It is posmb]e to get agreement in almost any controversy, no matter
how great dwerrrence there is at fir st, if both sides really want an agree-
ment. But if, for any reason, one side does not want an agreement,
then there is no way to get an agreement. We have learned that the
hard way with respect to Communists; at Moscow, Paris, Lake Suc-
cess.

The Chinese had learned it in 1927 ; unfortunately we did not realize
it until 1947—20 years late.

Of course, Secretary Marshall’s mission was doomed before he
started, as plenty of persons who knew China and who had dealt with
Communists, in China or elsewhere, advised. But the thing that
made certain his failure to get the Government of China and the
Communists together, was a sentence in the public statement the
President issued on December 15, 1945, announcing the purposes and
conditions of Marshall’s mission. I have not been able to find out who
wrote this sentence, who phrased it as it is, but it is the hooker which
made it impossible for him to succeed. I read from the last paragraph,
which begins:

As China moves toward peace and unity along the lines described above—

Those lines were first, establishment of a coalition government ; and
second, dlsal’mmtr or mtorn dtmtr the Communist fm(os imto the oov-
ernment armies, the Communists themselves becoming just a political
party instead of an armed rebellion.

As China moves toward peace and unity along the lines described above, the
United Stateg would be prepared to assist the National Government in every
reasonable way to rehabilitate the country—

and so forth. _
Of course, it sounded innocent enough. Americans who don’t un-

derstand Communist jargon approved; the left wingers, who do
understand it, cheered. Why shouldn’t they? There was no chance
for General Marshall to get unity after that one sentence was pub-
lished, because it told the Communists of China exactly what they
needed to know in order to encourage them to resist unltv It told
them that if China achieved peace and unity, then the United States

George C. Marshall Foundation, Lexington, Virginia




246 EMERGENCY FOREIGN AID

would support the Government of China: which meant that if
did not get peace and unity, then we would not support that Gevern-
ment. So that all the Communists had to do to cut off American
aid to the Government, and thereby destroy it, was to see to it that
China did not get “peace and unity.’

Never was a great soldier sent on a mission that was more hopeless
than that on which General Marshall was sent. The cards were
all stacked against him before he left—in my judgment, by people
here at home.

If the President’s statement had said: “As China moves toward
better government, wider civil rights. greater democracy, more effi-
clency, less om]uprinn. and so forth, the United States would be pre-
pared to assist.—" that would have been a legitimate set of conditions
and within the power of the Chinese Government to fulfill. But
instead we laid upon that nr)\'m nment conditions which we placed in
the hands of its opposition!!

The only way to get unity with Communists anywhere is to surrender
to them. We had no right, wittingly or unwittingly to lay down such
conditions,

The answer to the charge that the Chinese Government is not demo-
cratic, is to say that of course it is not demoeratie yet: but it is trying
to keep China free, and if it stays free it can and will become a
more democratic government. The pressures toward democracy in
China are so great that no free and independent Chinese Government
could resist them, even if it would, provided that that government is
not in a war for survival. Any Chinese Government that is inde-
pendent will inevitably move toward greater freedom and demaocracy
and wider civil rights. But a government which is under the Chinese
Communist T’.ntv subservient to Russia, will be no more free and

can no more move in the direction of greater civil rights and democ-
racy, than can the one in Poland. The only hope of getting democ-
racy in China is by helping it defeat the Communists.

I do not know when, if ever before in history, some 30 or 40 persons
in and out of a government, have been able to lose a great victory so
almost completely as this handful of Communists and fellow-travelers
and misguided liberals in America has succeeded in doing with
respect to the victory over Japan which 4.000,000 brave Americans
won at such a cost in blood and sacrifice. T do not like to make so
strong a statement, but T do not see how anyone can look at the facts
and come to any other conclusion.

The charge of inefficiency has been constancy leveled at the Chinese
Government, as if that were an adequate reason for withdrawing
American support from an ally. Well, the Chinese Government, a
young government strugeling against almost insuperable obstacles
after 4,000 years of absolute monarchy, had not become an efficient
government. before this war. and the war has mevitably reduced
its efficiencv as with every other refugee government in an invaded
country. Then the war ended suddenly. The Chinese Government
had to try to set up a dozen provincial governments and move back
hundreds of miles and take over at once. Some of those governments
were exceedingly bad.

May I inquire of you gentlemen who come from States in the
South how efficient were the covernments that the North sent down
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into the South after the Civil War. Do you think those that came
into Mississippi and Alabama, in the carpet-bagger days, were T0
percent efficient, even after 10 years? The same sort of thing took
place in China, I am sorry to say.

I would even ask General Marshall if the army that he commanded
was 70 percent efficient in the use of its funds. Most of the GI's with
whom I have talked thought that at least 50 percent of the money used
by our armed forces was wasted.

I make no attempt to whitewash inefliciency anywhere. T merely
say that we ought to look at inefficiency in China in terms of the
over-all pieture, and with a sense of perspective, and in terms of what
the alternatives are.

On the other hand, the stories of mefliciency which are always well
publicized can be matched with records of great accomplishment which
are seldom mentioned. ‘The Chinese went into Manchuria, and despite
opposition from the Commmunists, and Russian blocking of the major
port, they got many industries going in a remarkably short time. The
Communists had torn up the r ailroad south of Ch: angchun, and the best
experts that we had in China said that the Chinese could not rebuild
it in 6 months. They completed it in 415 months. The first train was
to run over it on China’s national holiday, October 10, a month ago.
Just the week before, the Communists tore up 70 miles of new rail-
road, turned the track upside down, ignited the ties with kerosene,
so that the ties got burning along the whole 70-mile strip. The heat
twisted the rails so they are useless. The railroad is gone. But the
Chinese had built it in a month and a half less than the Americans
said it would require. !

Today, Nanking is again a boom town. T had not been there for
some years, but reconstruction and new construction there under‘this
d”t'ﬂ'u“\ rotten, incompetent government are greater than I saw in
any European city except pt‘l]l 1ps Warsaw.

One of our lnllll‘ll\' advisers to the Chinese Government told me
that they could never ask for more wholehearted and eifective coopera-
tion anywhere than they have received from the Ministry of Naf jonal
Defense. Together they worked out a unification program. They
streamlined the organizational set-up of the Chinese Army, Navy,
and Air Force, from the ministry on down, and it is a better set-up
than we were able to get here in our unification bill, because we had
to save the faces of some of our present officials and officers.

Under this reorganization, the Chinese have reduced the civilian
employees of the Ministr y of National Defense from 80,000 to 20,000.
[ wish there were some way we could get some of those “ineflicient”
officials of the Chinese Government to come over and help us get half
as big a cut in desk personnel in the Pentagon Building.

I wish we would take the restrictions off our I)II]H(II\' advisory
commission in China so that it would be permitted to help the Chinese
streamline and get efficient organization in lower echelons too, those
that do the 1<rhimu

The Chinese Government in all aveas that it controls has resumed
the establishment of health centers that the war interrupted. I vis-
ited some and was struck by the number of Chinese women volunteers,
under government sponsorship, who are working their hearts out
trying to get better health for their people, better maternity and child-
care wnlm:-..
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I am able to say confidently that at least in the upper one-fourth
or one-third of the Chinese Government there is as high a percentage,
if not higher, of very able men and women, working at greater per-
sonal sacrifice and under far greater difficulties in their efforts to
improve their Government and serve their country well as there
1s in Washington or any other government that I have visited.

The salaries of top officials today are about $30 or $40 a month

Most of those men are exceedingly high grade and well trained. Some
have other resources which they are using up in order to keep going,
What about officials who don’t have private resources?
_ That brings me to the next charge, that the Chinese Government
1s corrupt. Of course, there are corrupt people in it. I will admit
that there are corrupt people in the Republican Party, and I do not
think members of the Democratic Farty will claim that there are no
corrupt persons or machines in that party. But that does not mean
that the parties as such are corrupt. Just so, in China. Graft is a cen-
tury-old problem. It was not created by the present Government ; it
1s what that Government has been struggling with, and with remark-
able success until the war began 10 years ago, since which time the
Government has had its hands full trying to keep China an independ-
ent country.

Corruption has been in China for thousands of years and will be
there a long time after we have passed on. But no one can deny that
the present Government is far better, even under the strains of war
and inflation, than was the war-lord governments it replaced, and the
war-lord governments were better than the Manchus they followed.
Corruption, like most things, is relative. 'We haven’t too good a record
ourselves. The important thing is the direction in which things are
moving over the decades.

Furthermore the Chinese as an old and mellow people seldom have
absolute standards. If the Government cannot pay adequate salaries
and the only way a man can feed his children is by what we call graft;
bribes, and so forth, they say, “But therewas nothing else he could do.’

You may ask, “Why does the Government not pay its officials and
civil servants more?”” Because, until it can win the war and get the
economy going so its military expenditures can be eut down and its
revenues increased, it can pay higher wages only by printing more
paper money. But that would lead only to still greater inflation. The
value of the money would go further down and at the end of the month
they would not have any more purchasing power than they had before.

The Chinese are up against the problem of terrible inflation, and
they cannot solve it without help from us, any more than Greece or
France can without help. You can be sure the Chinese do not like
the situation. But just what can they do? I wonder what we would
do under the same circumstances. T ’

General Lucas, who is the head of our military mission in China,
told me that he was ashamed last winter when he saw how the high
Chinese officials with whom he dealt were sacrificing their own com-
forts in order to provide coal at some twenty-odd dollars a ton to keep
every American officer and his family comfortable in Nanking. When
he went over to see the Minister of War, General Pai-Chung-hsi, he
found his house unheated. ' .

I repeat, that among the Chinese at the top there is a higher per-
centage of men of great ability working at almost impossible tasks
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with greater sacrifice and less reward than I know of among com-
parable officials here in my own Government. Most of us here are
pretty comfortable.

I talked to the mayor of Peiping, a man who years ago was a student
in this country. He studied philosophy at Beloit College. He got his
master’s degree in political science at the University of Chicago. He
went back to China to teach and inspire young men with his ideas on
building the new China. They asked him to go into politics, to start
applying the needed reforms, and he became Governor of Shantung
Province. He was not a war lord ; he was a college professor. Yet for
715 years after Japan struck the man was out in the mountains,
trying to hold together his provincial government and his poorly
equipped and half-fed troops and his people against the Japanese
invader. He hid out in little boats on the river and canals when the
Japanese almost caught him on the land. For 714 years they hunted
him, while he struck back at them to wear them down. His wife and
children were captured by the Japanese, who sent messages saying that
if he did not surrender they would kill his family, or that if he attacked
Tsinan, the capital, they would put his wife and family in the front
line; yet, for 714 years, he held on, underfed, underclothed, cold—yet
fighting on for his country—and for ours. He said to me, “It hurts me
when your papers say that our Government is all corrupt.”
~ Let me sum this up by saying that the real test is the record. There
15 plenty of corruption in China, but no party or government that is
wholly corrupt and unworthy to support could ever have accom-
plished what the Kuomintang Party has. How many political par-
ties in history can surpass or even equal its record ?

It overthrew the Manchu Dynasty after 267 years of despotic con-
trol and set up a republic.

It succeeded in eliminating all but one or two of the war-lord gov-
ernments. It would have had them out, too, if Japan had not at-
tacked.

It united China under a Chinese Government for the first time in
almost 300 years.

It succeeded in getting China free from more than a century of im-
perialistic domination by foreign powers.

It inspired and guided, between the period of 1932 and 1937, the
only 5 years of peace it has had, a program of reconstruction and
development, of democratization and modernization, of improvement
in education, communication, transportation, and public health that
cannot be surpassed by any large nation in history in a comparable
period of time.

It saw the nature of totalitarianism of the Japanese Fascist type
long before we did, and fought against it for 8 years—alone for 414
years, long before we had sense enough to recognize its nature and
to know that the Chinese were fighting on our side, too.

It saw the nature of totalitarianism of the Communist type 20 years
before we did and has resisted it alone, not just since March 1947
when our Government finally woke up, but since 1927. It is still
resisting, still practically alone.

Show me another party with a better over-all record of actual ac-
complishment. Unfortunately, we were skillfully told only its
weaknesses—and they were there; we were not told of the enormous
strengths in China, and, believe me, they were there too.
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We Americans ought never to forget this one fact, which outweighs
every other consider ation—namely, that when our fleet lay at the
bottom of the sea and Japan had carried out in 6 months the single
greatest conquest in the history of warfare, only one thing prevented
her from completing and organizing her new empire and turning all
her efforts against us. It was this—the keystone was missing. Old,
backward, corrupt, undemocratic, inefficient China refused to yield.
Chiang could have had peace on very generous terms and sav od his
1)9()])19 most of the suffering and the economic dislocation and the
Communist eivil war. Instead he chose to buy for us the precious
months and years in which we could rebuild onr fleet and capture the
islands one by one and build the atomic bomb and ultimately bring
our superior air power and the bembs to bear upon Japan and give
her the final blow.

That is the fact that takes precedence over every other in the pie-
ture. -China held the line. Does that count for nothing with us?

There are strengths in China, including moral strengths, and let no-
body ignore or underestimate them. The nation is now terribly weak
from Ihe suffering and exhaustion through which she has gone. Have
we no sense of ()])IIO'ITI()H or responsibility to help her in the pmt e a8
she helped us in the war—and with help that really will help?

For us not to help China, because her Government is portrayed as
unworthy of support, is not only being vietims of distorted propa-
ganda; it is ignoring our own history and our own interests. A great
American out in the Far East said to me, “For the first time in the
history of our relations with Asia, we have endangered the paramount
interests of the United States by confusing them with an internal
purification prob'sm in China. It may prove to be the greatest single
blunder in the history of the United States.

That is the best descripion I have heard of our policy—“confusing
the paramount inter l'HtH()f the United States with an internal purifica-
tion problem in China.”

Let me review a little of our history on this point. In 1899, when
the other nations were dividing China up into spheres of influence, the
United States announced the “open-door™ policy through John Hay,
Secretary of State. We insisted on support of the Government of
China against all efforts of the British, the French, the Japanese, the
I\Hhhldllh. and the Germans to divide her up. Why did we support
the Government of China? Because it was democratic? Or liberal?
Or efficient? Or free from eraft? No; it was the old Manchu gov-
ernment, one of the rottenest governments in history. We auppml(‘(l
1t because we saw that the most important thing was not that the gov-
ernment be democratic, but that it be a sovereign Chinese Gover nment.
Under a Chinese Government desired changes would be at least pos-
sible: under foreign governments, they would not be possible. We
kept first things first.

In 1922 the Washington Conference was held at a time when there
was another attempt to divide up China, this time spearheaded by the
Japanese. We did not then make the present mistake of failing to
support the Government of China ag: 1111~«t outside powers, even though
the Government of China that we pledged in the Nine-Power Treaty tu
support was completely undemocratie, inefficient, and corrupt; it was
the war-lord government. We supported it because we saw clearly that
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the all-important consideration was that the Government in China be
Chinese and not subject to any foreign power.

Come down to 1939. In the note which Cordell Hull handed to the
Japanese envoy on November 26, 1941, certain conditions were laid
down for a return to normal relations between Japan and the United
States; the one condition that the Japanese would not accept and which
led directly to the war, was as follows:

The Government of the United States and the Government of Japan will not
support—militarily, politically, economically—any government or regime in China
other than the National Government of the Republic of China with capital tem-
porarily in Chungking.

That was the very same government we now say is unworthy of our
support. Was it democratic then? No, not as much so asnow? Was
it efficient?  Did it have wholly honest administration? Certainly
not. Yet we went to war with Japan rather than have that govern-
ment, or even just Manchuria, come under the complete control of an
expanding foreign power.. We did not make the present mistake of
confusing our paramount interests with the problem of purifying the
Chinese Government. We had sense enough to remember that the
key thing was to have a gmvlnmvnt dominated by Chinese and not
by a foreign power. We kept first things first.

And in A\u‘ruﬁt 1945, as part of the barg gain at Yalta, we got the Rus-
sians to sign an agreement with China, in which they too promised
to support the Central Government of China. May I read from that
treaty signed August 1945 :

In accordance with the spirit of the above treaty, and for the implementation
of its general ideas and policies, the Seviet Government is ready to render China
moral support and assistance with military equipment and other material re-
sources, this support and assistance to be given fully to the National Government
as the Central Government of China.

As a result of Russia signing that agreement the Communists knew
that their hopes were shattered. There was nothing Mas-Tseh-tung
could do but come to terms. He got into a plane and went to € hun;:-
king to work out a political, 1 rather than milit: ary, settlement. He
assumed, of course, that after we had supported the Chinese Govern-
ment, no matter how bad it was, for almost 100 years as our basic
policy in Asia, and after we had forced Japan to support it and had
persuaded the Russians to support it, we, too, would support it.

Up to that point we had kept first things first in Asia. If we had
continued to do so there would not have been any civil war in China.
Or, at least, it couldn’t have been of any magnitude. China could
and would have resumed her march toward better government and the
reforms we say we want.

But instead we made one of the most amazing reversals of history.
Instead of supporting our ally, the Government of China, we chose
the very moment of the success of our policy, to abandon the policy;
and to withhold our support from ( ‘hina unless the Chinese Govern-
ment first achieved “peace and unity.”

We adopted the Communist line that to support Chiang would
leadd to civil war, when in reality it was the only way to prevent civil
war,

When we announced that all Mao had to do to block American
aid to Chiang was to block peace and unity, naturally he went
back to Yenan to block peace and unity. Iike Gromyko and
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Molotov at other conferences, he stalled along the negotiations under
General Marshall until he had gained control of much of North
China and Manchuria. Russia he]ped enormously, in violation of her
treaty, but I can hardly blame Russia for not helping the Government
of China when we ourselves intervened against that government and
in favor of the Communists by halting bh]pment of lend-lease ammu-
nition promised to China, and military y airplanes, and a loan already
authorized and earmarked.

Victory was in our hands in Asia—and we threw it away. The
anti-Kuomintang and pro-Communist propagandists—and Russia—
won. America and the Chinese lost.

Earlier I said that the Communist plan had two objectives, to de-
stroy the Government of China at home by economie, social, and mili-
tary measures, and second, to discredit it abroad. Asa matter of fact,
there was a third part to the strategy, namely, to sell the Chinese Com-
munists as the great heroes and patr lots and liberals of China, whom
we should support.

We were told endlessly that the Communists were just agrarian

reformers, trying to get land for the poor peasants of China. Of
course, the picture was pamted to suggest there was great landlordism
in Chma with huge estates, as in Poland, Rumania, and other Euro-
pean countries. That was a false picture, but few Americans knew
enough about China to recognize the deception.

Actually, there is less landlordism in China than in the United
States. Slxt.y—one percent of Chinese farmers own all their own land,
whereas only 58 percent of American farmers own all their land.
Landlordism as ordinarily understood has not been the major problem
in China. The major problem is not wider distribution but better
utilization of land.

The Communists call a landlord anybody with more than 10 acres of
land, and set up a cry to take it away from him without recompense.
Their primary purpose in China, as in Poland, is to bribe the people to
come with them and get something for notlnnﬂ' It is a smart plan,
although completely immoral.

I was told that it an election had taken place in north Korea last
yvear the Koreans would have voted overwhelmingly for the Com-
munists, because they had taken the land of every person who
had more than 3 acres and distributed it to the landless. But I was
told further that if a free election were held now, not one-half of a
percent of the people in north Korea would vote Cmmmmht because
after the harvest this year, the Communists eame to the farmers and
said, “We have the pmhl(-m of defending ourselves against the Amer-
ican aggressors in south Korea, so in return for our giving you this
land last year, you will voluntarily contr ibute to us 80 pcrcent of your
crops—plus your son for our army.

In south Korea I think 25 or 30 percent might vote for communism—
they haven’t yet had their noses rubbed in it. I was told from all
sources that in north Korea, not more than half a percent are pro-
Communist now. DBut it is too late to repent now. Once the Com-
munists are in control, the citizen has no recourse.

They have carried on the propquuuh that they have democracy and
point to the so-called “people’s courts” as a pr oof. That too is a cheap
and cruel fraud.  Their people’s courts are precisely like that ancient
one in Jerusalem when the crowd was organized to cry “Release Barab-
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bas. Crucify Christ.” A handful of trained persons in a crowd can
usually determine its decisions, especially if people know which deci-
sion their rulers want, and that it would be “unpatriotic” to disagree.
Such “courts” never yet led to justice. They are window-dressing.

A lot has been made of the d1<sc1plme and enthusiasm of the Com-
munists, and it is true they have both to a very high degree. As I
gaid here 3 years ago, they are almost monastic in their devotion to
their cause.” But that does not mean that, it is a good cause or that
we should support it. The Nazis had that devotion and enthusiasm.
The average Nazi soldier behaved about as well in Europe, as an
individual, as did the average America GI. They had stricter disci-
pline on the whole. But their cause was still bad.

No one can say that the Japanese did not have almost unbelievable
devotion to their Emperor and their cause; but the fact that they had
devotion, discipline, and enthusiasm does not prove that it was a good
cause.

The net result of a careful reexamination, from many reliable
sources, of conditions in Chinese Communist ar ea% 18, first, that there
are no freedoms whatsoever, no freedom of speech, no freedom of
press, no freedom of assembly, no freedom of movement, no freedom
of 19110'1011 No propaganda or camouflage can make that out as
democmcy

Oh, yes, they say that you may have a meeting of your church group
if you ‘desire.” When do you want to have it? If at 11 o c]ovl\, then
you can expect to have a patriotic meeting called at 11 o’clock, fre-
quenth in the church. Or if it is down the street, ev eryone has to go
to it or be tried for disloyalty. So you have freedom of religion on
paper but you cannot actually carry out the exercise of it.

Second, there is no question but that the Communist Party in China
1s subservient to Russia, and has always been, just the same as the Com-
munist Party in. Poland or Yugoslavia is, and as the Communist Party
in the United States is. The latest indication of that, of course, 1s
the way in which the Chinese Communists are following the Moscow
line on the Marshall plan. The No. 1 enemy now in their propaganda
18 General Marshall. He is blasted every day as the arch imperialist,

capitalist reactionary, enemy of the common people, and so forth,
Zhdanov announced the Soviet determination to defeat the Marshall
plan. So General Marshall to the Chinese Communists becomes No. 1
Faseist and enemy ; (hmnﬂ Kai-shek is now down to second; and
Chen Li-fu has slipped clear to third.

After the way General Marshall leaned over backwards and, in
my opinion, even discriminated against the Central Government, in
order to make sure nobody could st 1y that he was favoring the Govern-
ment against the Communists, 1t 18 instructive to nham ve how they
reward his fairness and his faith in them—the same w ay they rewarded
Petkov for his faith.

They are now almost in the “sha t’ou” stage with respect to China.
They tth victory 1s almost in the bag, and they don’t need to ¢ 111y
on pretenses much longer.

Perhaps one thing will wake Americans up more than all our argu-
ments these many years, and that is Mr. Vishinsky’s speeches.

If you will read his attacks on us and change just a few words,
you will think you are reading the Chinese Communists’, or their
American apologists’ attacks on ‘the Government of China. Vishinsky
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accuses us Americans and our Government of all the same crimes and
evil designs the Central Government of China has been accused of.
When we know that those attacks against us are not accurate, per-
haps some Americans may begin to have some suspicion regarding the
accuracy of similar attacks against China. I only hope that we will
wake up before it is too late.

My, Chairman, I think I am more aware of the defects of the
Chinese Government and its personnel than most people in America

can possibly be. I am aware of some defects in the American Govern-

ment and its personnel, too. 1 am also aware that the first objective
of an intelligent nation’s foreign 1)()11(‘\ must always be its own se-
curity, and that an internal plullu ation problem in China, important
as it may be, must never be allowed to deflect us from those policies
which are essential to the secur 11\ of this country

Let us approach it this way: If we cannot decide what is best in
China, because we think neither side is good, then, like a physician
confronted with only bad alternatives, let us decide what is worst,
What is the worst thing that could happen in China? There can be
no question about that. The worst thing that could happen in China,
from the standpoint of our own intex ests, those of the Chinese people,
and of world peace, is for China to come under the Communists and
become another puppet of Russia. Therefore, that is the thing that
at all costs we must, if possible, prevent. If we cannot be whole-
heartedly for either side, then we must at least be against that which
is most dangerous. Insofar as we do not help the Central Govern-
ment, we are helping that which is infinitely worse. .

We must get first things first, and the first thing is not a better
Chinese Government, but an independent Chinese Government. Such
a government can become better and will become better. It can and
will become more democratic and efficient and honest, and will widen
civil rights; whereas a Communist puppet government cannot become
any more democratic or liberal in China than it can in Yugoslavia.

So my position is that we must quickly take a strong stand, not
against Russia, not against the Communists as such, but for that which
has been our basic p()]u y for 100 years and from “h](h unfortunately,
we have recently (lvpaitml We must return to our historic policy of
standing for “the sovereignty, the independence, the territorial and
¢l(hll]lll“-t1d1!\(‘ infegrity of ‘China.” That phraose from the Nine
Power Pact is still the best statement of the real requirements.

Why should we have fought 4 years against Japan to defend that
policy and now abandon it ? ? The firs lhlncr we must make secure is
not democracy, or competence, or honesty, or even peace in China; but
the independence of China, That cannot be maintained if it comes
under the Communists.

In summary, our failure to give vigorous support and assistance to
our weakened ally, China, in the postwar period, encouraged and as-
sisted the Communist armed minority in its attempt to destroy the
Government of China. The disruption of the Nation’s communications
and of its economy, aml the warfare which requires more than three-
fourths of the Nation's budget to be for military purposes are causing

v break-down of economic processes, of government machinery, antl
n]"' the nation’s morale to the point where the government may soon
be in danger of collapse.
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Such a collapse would have the gravest consequences for the United
States:

1. It would bring the enormous resources and manpower of China
under the control of a ruthlessly efficient and totalitarian Communist
government subservient to the Soviet Union.

2. It would drastically reduce in Asia the prestige and influence of
China’s supposed allies, the western democracies, especially the United
States; it would greatly accelerate the already rapid spread of Soviet
influence in Korea, southeast Asia, India, and the Philippines. It
would give new life to the Communist movement in Japan and dis-
hearten the democratic forces there.

3. It would make impossible the restoration for Japan and Korea
of their prewar pattern of trade with China which is absolutely es-
sential if they are to become self-sustaining and secure without receiv-
mg hundreds of millions of American dollars every year and being
defended for an indefinite period by American soldiers.

4. It would make it difficult, if not impossible, for certain European
countries, especially England, France, and Holland, to restore their
prewar pattern of trade with Asia, thereby endangering the success
of the Marshall plan in Europe.

5. It would give Russia satellites and security all along her Asiatic
front, enable her to take bolder and more aggressive action against us
in Europe, relieve her of the necessity of fichting on two fronts in the
event of a war, and thereby enormously increase the danger of such a
war. Furthermore, it would greatly increase the difficulty of our
winning it, if it came, or even of surviving it.

The disastrous effects of all these factors on our own economy and
our security are obvious. These conclusions seem to me inescapable:

1. It is much sounder and involves much less risk to build on
the existing Government in China than to have a collapse with com-
pletely incalculable risks, or to have a Communist victory. Our
choice is not between the present Government in China and something
better; it is between the present Government in China and something
infinitely worse.

9. Immediate economic or financial measures can help China greatly
in the present period of strain, but they cannot solve the situation until
the military drain on China’s money, resources, efforts, and morale
can be reduced, and until the communications destroyed by the Com-
munists can be restored. These objectives can be accomplished only
by defeating and disarming the Communists south of the Great Walil
and at least holding present positions in Manchuria, if it should prove
to be already too late—tragically for China and for ourselves—to
overcome the Communists in all of Manchuria at this time.

3. The Communists in China cannot be defeated without United
States help, any more than they can be in Greece. Therefore, United
States help to be successful must be military as well as moral and eco-
nomic. By military I mean surplus munitions—at little or no cost
to us; and an expanded program of training and advising Chinese
forces at all levels.

By moral I mean a forthright statement of our support of the
Chinese Government in its struggle against the attempts of the Com-
munists to destroy it, similar to the support we are giving Greece,
France, Italy, and others, even though some of those governments, too,
do not meet with our full approval.
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By economic I mean providing, under adequate safeguards, Ameri-
can grants, loans, and personnel to help the Chinese Government bal-
ance its international payments, stabilize its currency, and develop
specific sound reconstruction projects of great importance to the Na-
tion’s economy. Without such help it cannot improve local govern-
ment and make possible better living eenditinons for the people, re-
gain their confidence and full support, and thus overcome the Com-
munist propaganda by actually doing for the people what the Com-
munists promise.

We are not justified in doing anything unless we do enough to
enable China to resist the threat to her national existence. r

. The amount of new money required to accomplish the above objec-
tives is very small as compared to similar requirements in Europe.

4. Once the military situation is stabilized and the military ex-
penditures reduced, more real recovery can be achieved in China for
far less cost to us than in Europe. In fact, China could then recover,
although more slowly, without any further grants at all from us,
because her economy is basically sound, the country is practically
self-sufficient in food, fuel, fibers, and essential raw materials, and
the people have enormous industry and vitality.

5. Given peace, no independent Chinese government could resist,
even if it desired to, the internal pressures toward greater democracy,
more competence and efficiency, and broader civil rights. The strides
toward better government would again be as spectacular as they were
during the period from 1932 to 1937. It should never be forgotten
that it was the success, not the failure, of the Chinese Government, to
give increasingly better government, that led to Japan’s attack in 1937,

6. The risks to the United States in vigorously Relping the Chinese
Government and people resist the ruthless attempts to subjugate them
are far less than the risks in not helping. The risks in delay are far
greater than the risks of action. It must be taken at once.

Chairman Earon. The committee will meet Monday morning at
10 o’clock in the committee room in executive session.

(Whereupon, at 5:20 p. m., the committee adjourned, to meet in
executive session on Monday, November 17, 1947, at 10 a. m.)

George C. Marshall Foundation, Lexington, Virginia




EMERGENCY FOREIGN AID

MONDAY, NOVEMBER 18, 1947

House oF REPRESENTATIVES,
CoyMMITTEE ON FOREIGN AFFAIRS,
Washington, D. C.

The commiitee met at 10 a. m., Hon. Charles A. Eaton (chairman)
presiding. i

Mr. Vorys. Mr. Chairman, before we start our hearings, I wonder
if I might present for the record at this time a series of rather elabo-
rate answers to questions on the agricultural situation which I sub-
mitted to Under Secretary Lovett the other day. The answers have
been prepared and given to me over the week end, and I think they
will be of interest to the committee in our hearings. May I hand these
in at this time?

Chairman Earon. Yes, Mr. Vorys; and they will appear in the
hearings at this point. IFor the information of the committee, T will
also insert in the record two letters received from the State Depart-
ment with reference to the situation in Italy.

Question 1
Bread-grains requirements for France and Italy.

Answers

France.—French consumption requirements of bread grains are estimated at
350,000 tons a month to support a daily 250-gram normal ration per month.?
Monthly domestic collections are estimated to average 170,000 tons a month,?
leaving an import deficit of 180,000 tons per month for metropolitan KFrance.
The deficit of French North Africa is estimated at 30,000 tons a month.? Since
French stocks of bread grains will have fallen to less than 1 month’s consump-
tion requirements by the end of 1947,' import requirements for the period Decem-
ber 1, 1947, through April 30, 1948, are estimated at 1,050,000 tons plus 1€0,000
to restore stocks to more adequate levels.® If present expectations of United
States export availabilities of 520,000,000 bushels for the year 194748 are real-
ized,” France could be expected to receive 770,000 tons from the United States in
the 5 months December 1 through April 30. Exports from the United States are
presently at the rate of 130,000 tons a month,” or 650,000 for 5 months. If exports
can be raised by 30,000 tons a month for 4 months, the anticipated exports of
770,000 tons from the United States for the 5-month period can be realized. On
this assumption, the following wheat imports into France during the 5-month
period might be effected :

1 French official Government estimates as screened by the IEFC and accepted by experts
in Departments of State and Agriculfure.

2 I'rench Government official collection goals.

3 Bstimated by Department of State on basis of tentative IEFC screened requirements
of 335,000 tons per year.

4 Sep answer to question 2. Stock figures were estimated by Department of State on
basis of information from Agricultural attaché, United States Embassy, Paris; informa-
tion from TEFC and information reported through Government channels to Departments
of State and Agriculture on shipments to France from sources other than the United
States.

® Department of State estimate of amounts needed to prevent stocks from falling below
precarious levels in following months,

% Patimates of officials of Departments of State and Agriculture. See answer to ques-
tion 7.

" Department of Agriculture export program for November and December 1947,
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French imports for bread grains and source of supply December 1, 1947-April 30,

1948
Sourcos Quantity in long tons
United Bthtel. e NS | 770, 000
Auvstralia® o eoue oo e Bilie il WUl das 2275, 000
Near Baaet™ o o o o0 b L d s siliie. &, 40, 000
Argentina . . o L A 50, 000~ 100, 000
Canada L R e 50, 000
Rt ) (AN o i ) P 13 e ) el ) 1, 185, 0001, 235, 000

! Australia, reported by United States Embassy, Paris, on basis of information received
from French National Cereals Board. Near East, estimates of Department of State
based on movements last crop year; Argentina, based on current shipments reported
by United States Embassy, Buenos Aires, plus information on French procurement plans
reported by French Embassy, Washington, and United States Embassy, Iaris: Canada,
contracts reported to Department of State by Canadian representatives on IEFC.

# About 50,000 tons expected to be shipped after Apr. 30, 1947.

IEFC current tentative screened import requirements for France are at 1,770,
000 tons plus 330,000 tons for French North Africa for the crop year 1947-48
or a total of 2,100,000 tons. These are based on the assumption of only 4 months
at 250-gram ration, the ration in the remaining months being assumed at 200
grams. In effect, this means that French import requirements for 8 months are
estimated at 1,250,000 tons (or 160,000 tons a month) for a 200-gram ration;
plus 850,000 tons (or 212,500 tons a month) for the other 4 months at a 250-gram
ration.

The interim aid program of French bread grain needs is based on 5 months
requirements at 210,000 tons per month plus 100,000 tons to restore stocks to an
adequate working level. (Frence interim requirements are caleulated to cover
5 months’ procurement since the November payments against December ship-
ments have not yet been made by the French and have been excluded from French
:eixll)gndi )tures in November in calculating dollar resources available as of December

, 1947.

Italy.—The basic assumption in the computation of Italian cereal requirements
is the maintenance of the present bhread rations in Italy, The present rations
allow the “normal” urban consumer 270 grams of bread or its equivalent,
The “average” nonfarm population (including heavy workers, miners, policemen,
and other categories receiving extra rations) receives a ration 15 or 20 percent
higher. The total caloric intake, including free and black market, is estimated
by the United States Embassy in Rome at 1,916 calories per day for the “average”
nonfarm population.®

The maintenance of the present bread ration requires about 370,000 tons of
bread grains per month,” or a total of 4.4 million tons of cereal for the consump-
tion year 1947-48. Expected domestic cereal collection goal over this same
period is below 2 million tons;" Italy will, therefore, require total imports in
the consumption year, under reference of 2.4 million tons, maintaining 1 month
working stocks. To maintain the present ration, Italy will need to obtain for
shipment from January to April (excluding December which is covered by the
foreign relief program), a total of 912,000 tons from this country or 228,000 per
month, assuming receipt of 160,000 tons from Argentina and 133,000 from other
sources.” Except for Argentine cereals, imports from all other countries re-
quire dollar payments. These are stated in table 1I, page 43 of the blue book.
Since domestic supplies in Italy during the early months of 1948 will be at
lowest levels it is expected that allocations from the United States will be in-
creased for the period January through April. If present expectations of
520,000,000 bushels of exports available from the United States are realized, it
should be possible to increase Italian grain allocations well above the recent
levels of 115,000 per month.

8 Data on rations and calorie intake reported by United States Embassy in Rome, and
generally accepted by experts in Departments of State and Agricnlture.

? Estimates by Departfment of State on basis of reports by United States Embassy, Rome;
and recognized by IEFC, accepted by experts in the Department of Agriculture.

1 Data on requirements from the United States estimated by Department of State on
basis of total monthly import requirements, after taking account of im?orts from other
countries, Data on probable imports from Argentine based on assumption of maximum
use of terms of Italo-Argentine frade agreement, as reported by Italian Embasgy officials
to the Department of State. TImports from other sources estimated by Department of
State on basis of analysis of bread-grain movements during the past crop year.
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To the extent that the supply situation does not permit allocations from United
States in the full amount of 228,000 tons per month, it is planned to substitute
increased amounts of pulses, and some amounts of sugar, horse meat, soy flour,
alimentary paste, and other miscellaneous foodstuffs (see attached table), up to
9.7 million dollars per month would be used in such a substitute program.

Tentative monthly program of alternative supplies to Italy

Price (per | Quantity, Total
Commodity metrie in metric St 1 Sources of supply
ton) ! ton €05

e e O B R DR R I -~ $187 2, 000 $374, 000 | United States.
Miscellaneous pulses 2 (largely 282 10, 000 2,820,000 | United States, Canada, Angola,

garbanzos). Mexico, Turkey, Chile.
Horse meat and canned meat 510 1, 000 510,000 | United States, Canada, Mexico.

from Mexico.?
T A S S e N Y 176 8, 000 1,408,000 | Cuba, United States.
Canned fish's. ___ _____ . 360 5, 000 1,800, 000 | United States.

T R e 280 2, 000 560, 000 Do.

Vit S R SR [T 28, 000 7,472,000

! Cost, insurance, and freight ineluded.

2 Pulses: The quantity given would provide 290 grams per person per month. At present, pulses from
loedl production are available on the free market and only imported pulses are distributed as rations to a
few special classes of consumers, Per capita comsumption for the whole population in 194748 is estimated
at 5.5 kilograms, or less than 50 percent of prewar.

* Horse meat: The gquantity given would supply somewhat less than 30 grams per person per mouth.
At present, only imported meat is distributed as a ration to a few consumer eategories, mainly for relief
and social welfare. '

¥ Sugar: The guantity given would provide 175 grams per month above the present ration of 300 grams per
month for all normal consumers, besides meeting the existing import requirements at the present ration.

# Canned fish: The quantity given would provide about 150 grams per person per month.

8 Soup: For institutions.

Question 2

In considering shipments of wheat and other grains that are now being sent to
France and Italy, plus indigenous produets in each country, will France have a
suflicient supply to last until March 1 and Italy to March 317
Answers

No. France, after receiving shipments scheduled from the United States for
November and December of this year, will have less than 1 month’s supply left at
the end of 1947 ; Italy will have about 6 weeks supplies.

The following table indicates the bread grains situation of both countries be-
tween November and December 31, 1947,

Bread grains situation in France and Italy, Nov. 1-Dec. 31, 1947

[In metrie tons]

Italy France

) T L b e g e T 475, 000 490, 000
Shipments November-December:

L T e e T T T S X T I 230, 000 260, 000

T S e e e SO e A e s e e, S R P B 120, 000 30, 000

Collections in November and December. . oo e eccmemm e am e 400, 000 200, 000

1, 225, 000 980, 000

BIstribntion Novern har ant D eehImDeT . oo s e as e e i s s i a s S n e 740, 000 1724, 000

ORS8O0 IR0 L BB oo i e e e S e e 485, 600 256, 000

1 Including North Africa.

Question 3

Describe the distribution system used in France and Ttaly of the grains and
other foods shipped by the United States to each of the respective governments,
What is the price of bread in each country? Do the people in the lower income
groups have sufficient money to pay for food that they need through regular com-
mercial channels and in the black market? Is food available in the black market?
For both countries, what is the general price level of food?
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Answers

France—DBread grains imported into France from abroad are taken into the
wholesale distributive system under the eontrol of the supply authorities of
the I'rench Government and distributed to bakers.

Each individual receives, on a 2-month basis, ration tickets which he presents
to the bakers for his daily bread. The size of the individual ration depends on
his age and occupational status. In the case of the normal adult consumer,
the daily ration is now 200 grams, compared with 300 grams a year ago and 500-
600 grams prewar. A similar ration system is followed for butter, sugar, and
some other items in short supply.

The price for bread, paid at the time of the presentatmn of the ration ticket,
is 22 franes per kilogram.

The people in low income groups do not have sufficient money to buy the food
they need. While they can cover the cost of rationed bread and rationed foods,
they lack purchasing power to obtain sufficient additional food in free or black
markets.

Black markets exist in France for foods which, relative to demand, are in
extremely short supply.

The price level for foods received under the ration system, which meets only
partial subsistence needs, is not markedly different from the level in the United
States. Free market prices are 10 to 15 times prewar and 2 to 3 times United
States prices.

Italy.—Bread grains and other imported foodstuffs are distributed by the
Ttalian Government Agency “Federation of Agricultural Consortia” under the
control of the High Commissariat for Alimentation and the Ministry of Agri-
culture.

The price of rationed bread is 55 lira per kilgram. In the black market bread
last July sold for 170 lira.

Low income group people have sufficient money to buy rationed foodstuffs,
but do not have enough to purchase black-market commodities in any anounts.

Food is available on the black market for people in high income groups. How-
ever, the total amount of food available in such markets is very limited.

The general price level of food in Italy in July is about 60 times prewar (the
index of 6100 compared with 100 in 1938).

Question 4

Does either France or Italy have a relief program to take care of the people
who do not have the income or wages with which to purchase food at the pre-
vailing price level?

Answers

France.—Unemployment is negligible and hence oufright relief to unemployed
is a minor problem. While there are private relief agencies, the French Govern-
ment does not conduct any relief program, other than assistance provided under
its regular social security system.

Italy—Several relief programs are in operation in Italy today, the most im-
portant is that conducted by ENDSI, which is organized under mixed United
States-Italian leadership. With he collaboration of the Catholiec Church, the
Italian Red Cross, and the Italian Government, ENDSI distributes relief goods
collected and shipped to Italy by American Relief, Inc. Myron Taylor was
president of ENDSI.

Question 5

How many bushels or ‘ronq of wheat does the interim program contemplate to be
shipped from the United States?
Answers

The program contemplates financing the following shipments: Austria, 132,000
tons (or 4,800,000 bushels) ; France, 770,000 tons (or 28,500,000 bushels) ; Italy,
912,000 tons (or 33,750,000 bushels).

These totaled 1,814,000 tons (or 67,050,000 bushels).

Question 6

Name the countries which are expected to contribute wheat and other grains
for the aid program,
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Answers

During the period under consideration, France may receive from countries
other than the United States the following amounts in long tons: Australia,
275,000 ; Near East (Syria, Lebanon, and Turkey), 40,C00: Argentina, 50,000 to
100,000 ; Canada, 50,000 (see p. 31 of Department’s booklet).

These amounts will have to be purchased by France in dollars except in the
case of Australia where sterling will be paid. In addition to these items it has
been reported that the French may receive 300,000 tons of bread grains from the
Soviet Union before August 1, 1948, in exchange for manufactured and other goods
of equal value. From the information available it does not appear that any sig-
nificant amounts will arrive during the period of the interim-aid program.

Italy—Italy may receive up to 40,00 tons per month from the Argentine, on
credits under terms of the Italian-Argentine trade treaty. It is expected that
Italy will be able to obtain 33,000 tons per month from Turkey, Syria, Canada,
and sources other than the United States.

Question 7

In view of the serious drought in the Winter Wheat Belt in the United States,
do you feel that it is safe to export as much as 500,000,000 bushels of wheat from
the 1947 crop?

Answer

The Department of State is not in a position to estimate the effects on avail-
ability of a prolonged drought in the United States Winter Wheat Belt. The
Department of Agriculture has informed the Department of State that over-all
export availabilities can be estimated at a figure of 520,000,000 bushels of grain.

The Cabinet Committee on World Food Programs some weeks ago estimated
United States export availabilities of the current crop year 194748 at 470,000,000
bushels of grain. The goal of the conservation program is to save 109,000,000
bushels more by a program of voluntary conservation, Announcements have
already been made that some 80,000,000 bushels are expected to be saved as a
result of conservation measures already adopted. In addition, the DBureau of
Agricultural Economics of the Department of Agriculture now believes that
wheat feeding on farms will be 75,000,000 bushels below the estimates previously
used. In the light of this, it is quite possible that exports in excess of 520,000,000
bushels of grain will be achieved.

DEPARTMENT OF STATE,
Washington, November 18, 19)7.
The Honorable CHARLES A. EATON,
Chairman, House Foreign Affairs Committee,
House of Representatives.

DeaAr Dr. EAToN: 1T am deeply concerned by questions which have been raised
as to the Italian bread-grain requirements included in the interim aid program.
My letter of November 17 on the other matters raised by the Herter report
refrained from comment on the grain requirements and availabilities pending
further discussion with the Department of Agriculture. That Department concurs
in the contents of this letter.

The question contained in the Herter report reads as follows:

“Need funds be provided for the purchase of 202,000 tons of grain per month
hefore March 31, in view of the Department of Agriculture estimate that a much
smaller quantity will be available for allocation to Italy?”

It must be recognized in the first instance that any estimates of grain avail-
ability for any particular country for the first 4 months of next year are subject
to a wide degree of flexibility. In view of the very acute shortage of bread
grains the world over, the amount which may eventually be shipped to Italy from
this country may very well be less than the 912,000 tons which is contained in
our estimates for interim aid. HMHowever, such a quantity is so urgently needed
to maintain only the present low ration of 270 grams of bread equivalent per
day, that we feel it necessary at least to provide the funds for this quantity of
grain, especially when many things may still occur which might permit the
schievement of the goal or its equivalent in other foods,

We do not yet know the full response to the efforts of the Citizens Food Com-
mittee which could very readily exceed our expectations; prospects for the United
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States winter wheat crop might turn rapidly upward. Rains of the past few days
have raised hopes for a better crop than previously anticipated. The flow of
supplies from eastern Europe in view of the good crop there might relieve this
country of the necessity to ship to some countries which are currently large
recipients of our supplies. As long as these prospects remain and as long as the
need is real and undisputed, we feel it essential that financial provision at least
be made for the minimum figure of 912,000 tons which measures food needs and
not availability at the moment. Otherwise, if some of the possibilities for in-
creased supply should develop, we would not be in a pogition to take advantage
of these prospects.

We are fully aware of the necessity to avoid any suggestion of commitment
in the presentation of the estimates of needs and availabilities against them,
Because of our concern in this matter we have made it erystal clear to the repre-
sentatives of the countries concerned that the figures used in our submission to
the Congress are in no sense commitments and have emphasized that there is
serious danger of not meeting these requirements in full. Italy has a repre-
sentative on the International Emergency Food Council. We believe all parties
are fully aware of the uncertainties of the situation and the faet that the
figures are purely estimates. Specifically in the case of the Italian grain re-
quirements, the ration of 270 grams per day is the minimum for bare working
efficiency. The Italian Government is fully aware of the results which would
develop from failure to meet this level., Consequently, they have a most power-
ful incentive to make the fullest efforts to find from their own indigenous sup-
plies the greatest possible share for their rationed population.

Since some question has been raised as to the factual basis upon which the
912,000-ton figure of estimated grain requirements was based, may I submit the
following for your information:

The interim aid program for Italy as submitted to your committee by the
Department contains a statement that, “To maintain the 270-gram ration, Italy
must import, during the 4 months under consideration, 912,000 tons of bread
grains from the United States in addition to 106.000 tons of wheat from Argentina,
and 133,000 tons from other countries (mainly the Middle East).” (P. 44.)
It also points out that recent allocations from the United States have been ap-
proximately 115,000 tons per month, as compared with a need for 228,000 tons
per month in the period under consideration if reductions in the ration are to
be avoided. :

The maintenance of the present bread ration of 270 grams per month requires
a monthly issue of 370,000 tons of bread grains. On an annual basis, the follow-
ing calculation indicates the prospective availabilities to meet the monthly
issue of 370,000 tons for 12 months, or 4,440,000 tons. There is also indicated, as
a residual, the requirement from the United States from January through April
1948:

Metric tons
Requirements from all sources July 1, 1947-June 30, 1948,
R TN e B e Wt ) A st N st LA S A L 4, 440, 000

(35T s i T Y0 L - e N S et o A e it e A 2, 069, 000
Prospective shipments, July-December 31, 1947 :

e e e o e a60, 000

e O AN o L e e SO ST N e 255, 000
Prospective availabilities January-April :

Inited Sitates. . b v g U8 Ul e T SN (il

ATEONEION T e S e IRV b e i L, 160, 000

e RO e D e = L T AT e 133, 000
Required shipments May-June 1948:

L1 017 o et S o P el i i 0. 204, 000

O BONTCEN DAL B Ryt s TR OIS e T 147, 000

1 Quantity required from United States January-April to meet deficit, 912,000 metric tons.

The above caleulation indicates the basis for the residual need for 912,000 tons
to maintain the ration during the January-April period. In view of the very
short cereal supplies from all world sources, the actual allocation to Italy during
the period in question may well be less than 912,000 tons. To the extent that
this amount is not available substitutes will be required.
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The total availabilities of grain for export from the United States during the
year 194748 is only one factor in the amount which will be shipped from the
United States to Italy during the interim-aid period. It is impossible now to
hazard more than preliminary estimates of total probable United States exports.
If it becomes possible to export a total of 570,000,000 bushels from the United
States, the chances will be greatly increased for providing amounts more nearly
approaching the 912,000 tons required by Italy.

In view of the possibility that the 912,000 tons may not be reached in the
allocations from this country, the original documents submitting the interim
program to your committee pointed out (p. 44) that “substitute foodstuffs would
be included which would partially offset the decrease in calorie imtake resulting
from a decrease in bread rations.” The attached table indicates the estimated
maximum program of imported substitutes which could be utilized if bread grains
do not materialize in sufficient quantity to maintain the ration. The items in-
cluded are miscellaneous pulses, soya flour, sugar, canned fish, horsemeat, and
dried soups. The total value of these items for the 4 months’ period would be
about $30,000,000.

The substitutes up to the value of about $30,000,000 could be used to replace
a maximum of about 100,000 tons of grain on a calorie basis, However, the cost
of the substitutes would be about two and one-tenth times as great as the equiva-
lent amount of cereals on a calorie basis. The funds for the grain could therefore
be fully utilized for substitutes to replace up to 210,000 tons of grain. It should
be pointed out, however, that substitutes of this kind will provide desirable addi-
tions to the diet, particularly to supplement protein deficiencies. They probably
would not, however, fully compensate from a morale standpoint for a deficiency
in bread rations.

It is our opinion that we should not foreclose the chance to maintain the eurrent
ration levels in Italy by a failure to appropriate the necessary funds at this early
date. In other words, adequate funds should be made available so that full
advantage could be taken of any favorable change in world supplies.

Sincerely yours,
C. Tyrer Woob,
Deputy to the Assistant Secretary for Economic Affairs.

Mazimum alternative January—April program of substitute foods to Italy

Price,! Quantity, Total
metric metric ’t'éltlluv : Source of supply
tons tons 1
Miscellaneous pulses (largely gar- 282 40, 000 |$11, 280,000 | United States, Canada, An-
IJEI.IIZOS]. Q”Iﬂ. L\'IL‘XiCU. Turkey, and
Chile.
SoTRNTon T e e 187 8000 | 1,496,000 | United States.
L = e ot e e S e B 176 32, 000 5, 632, 000 | Cuba, United States.
LT e T T T R N 360 20, 000 7. 200, 000 | United States.
D e e 280 8, 000 2, 240, 000 Do.
Horse meat and canned meat from 510 4,000 | 2,040,000 | United States, Canada, Mex=
Mexico ico.
AT et et S e s sl et L iR o R 112,000 | 29, 888, 000

! Cost insurance freight.

DEPARTMENT OF STATE,
Washington, November 17, 1947.
The Honorable CHARLES A. EATON,
Chairman, House Foreign Affairs Committee,
House of Representatives.

Dear Mr. Earon : In general, the Herter report on interim aid for Italy and
France coincides quite closely with the most recent estimates submitted by the
Department of State for interim aid requirements. Speecifically, however, the
Herter report raises questions with respect to several items in our estimates
for which “additional justifications are, in the committee’s judgment, needed.”

The items are with respect to cotton imports, bread grain availibility, avail-
ability of funds from Export-Import Bank, and Italian dollar holdings.
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With respect to the above questions, except bread grain availability for which
a separate letter will be sent you, may I submit the following comments to
supplement the justifications in our report to your committee:

“(a) In view of existing stocks of cotton now in Italy, are further imports
of cotton necessary prior to March 31, 1948, and, if so, can these imports be
financed by the Export-Import Bank?”

Italy imported, in 1938, about 160,000 tons of cotton and about 40,000 tons of
wool (the 1929-38 average of wool imports was 58,000 tons). The $15,000,000
included in the December-March requirements for cotton, wool, and other fibers
correspond to only 1 month’s consumption, and assume that during the period
under consideration Italy will be able to secure substantial amounts of fibers
from other areas for sterling, while reducing its inventories to bare minimum
working levels. Estimated Italian purchases in this country are assumed at
only a fraction of the amounts procured during the first 6 months of 1947.

According to official Italian estimates, cotton inventories on October 30, 1947,
amounted to 70.000 tons, as compared with minimum working balances of 34,000
tons. This latter amount represents 8 to 10 weeks’ consumption at present rates,
Assuming that stocks will be reduced by 36,000 tons during the 6 months Novem-
ber-April, Italy must still procure before March 31, 1948, about 50,000 tons of
cotton, to cover remaining requirements, Of this 50,000 tons, only 16,000 are
included in the December through March requirements from the dollar area,
chiefly from United States. The balance represents ( a) procurement in October-
November from the dollar area and (b) procurement during the 6-month period
from the sterling area.

Wool inventories on October 30, 1947, were estimated by the Italian Govern-
ment at 28,000 tons, as compared with minimum working balances of 15,000 tons.
Assuming that stocks will be reduced accordingly, Italy still must import sub-
stantial amounts of wool during the period under consideration. Only £3,000,000
are included in the December-March requirements for wool and other fibers (1,600
to 1,800 tong of both) from the United States and South America, assuming that
most of the requirements will be met from the sterling area. During the first
6 months of 1947 Italy imported 28,000 tons of wool, wool rags, and other fibers
from the Western Hemisphere.

No new credits for cotton have been extended by the Export-Import Bank to
Italy since the $25,000,000 line of credit extended in 1946, of which §8,500,000 has
been repaid to date, and the balance of $16,500,000 is payable in future install-
ments. No new application has been made to the Export-Import Bank by Italy
for a cotton loan. It was felt by the Italians that it was inappropriate to submit
such an additional application while so large a portion of the present $25,000,000
loan was still not repaid, and negotiations for speeding up the use of the general
$100,000,000 line of credit made available by the Export-Import Bank were in
such an active and urgent stage. In view of the suggestion of the Herter com-
mittee, and the fact that the other negotiations are now completed, the possibility
is being further investigated as to whether the bank would finance $12,000,000 of
cotton contained in the calculation of requirements in the interim aid request. In
the meantime, the authorization of this amount would seem desirable, since the
cotton imports are definitely needed, and there is no assurance that a loan would
be granted. If the loan is granted by the bank, appropriate adjustment could be
made by a corresponding reduction or by a set-aside of the funds.

“(e) Is it not possible to increase the funds which will be available before
March 31 from the Export-Import Bank loan from $60,000,000 to $90,000,000, the
amount allocated in this loan for coal and industrial raw materials?”’

Because of the question raised by the Herter report, we have again discussed
the matter with officials of the Export-Import Bank and have heen informed that
they anticipate $60,000,000 is an amount which can reasonably be expected to be
utilized during the period. As stated in the original presentation to your com-
mittee, the Export-Import Bank estimnte was used by the Department in the
calculation of resources, although the loan agreements require a procedure which,
in our considered opinion, and even with the utmost effort in expediting, is likely
to result in a utilization of less than $60,000,000 of the funds during the period
December 1, 1947, to March 31, 1948,

*(d) Could interim requirements be decreased by making use of at least a
part of the estimated fund of $42,000,000 which was held by the Italian Govern-
ment on October 1, 1947 7"
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The Italian foreign exchange position has steadily deteriorated during the
last several months. Deollar holdings amounted to $57,700,000 at the end of June
1947, £42,300,000 on September 15, and $37,100,000 on October 6, 1947, which is
the last date for which detailed information is available in Washington:

The Department of State strongly believes that no part of the current small
dollar holdings of the Italian Government reasonably can be counted upon to
finance its requirements during the period bfeore March 31, 1948. These are
already dangerously low, and any further depletion might leave insufficient work-
ing balances to prevent a break-down at some of the many points where small
balances are required to keep the wheels of normal commercial transactions from
grinding to a stop. No economy can operate in the markets of the world without
some minimum working balances. If these should be spent without being re-
placed, the effect on Italian imports and trade would be most serious and would
result in a deterioration which it would require far more than the $37,000,000
involved in this item to repair.

The break-down of the $37,100,000 of balances follows :

N O TarR R OOt i e e $24, 000, 000
(b) “Cambital,” the Italian Exchange Office:

Net balances with correspondents abroad________________ 4, 000, 000

Funds “in transit” through correspondents in Italy_______ 9, 000, 000

Ly g O N 0 ) T ST e O S S e 37, 000, 000

It should be reemphasized that these funds cannot be considered as resources
available during the period December 1, 1947-March 31, 1948, because of their
character of working balances.

Eaxporters’ accounts.—At the beginning of October 1947, $24,600,000 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 from other
exporters, in order to pay for essential imports.

The Italian exchange-control regulations allow exporters to refain 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) 25
to 50 percent must be sold to Cambital; (») 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, shown in table II of the presentation.

Italian Institute of Foreign Bechange (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—

(a) A considerable part of Italy's purchases abroad (such as cereals and coal
outside the United States, petroleum supplies, and some other basic raw mate-
rials, ete.) are made directly, for technical reasons, by the Italian Government,
using Cambital funds.

(b) A part of the Cabital funds (about 9 to 10 million dollars) is constantly
represented by funds “in transit” between the importers who ave selling the 25 to
50 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.

In order to understand fully the significance of thege fizures, it may be recalled
that for the first half of 1947 Italian dollar payments for imports and invisible
items have been estimated at over $400,000,000.
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I trust these comments provide satisfactory answers to the questions raised in
the Herter report. We shall be very happy to submit any further information
which you may request.

Sincerely yours,
C. Tyrer Woob,
Deputy to the Assistant Secretary for Economic Affairs.
Chairman Earox. Mr. Dirksen is our first witness. We are very

glad to welcome him back to hear his statement.

STATEMENT OF HON. EVERETT M. DIRKSEN, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF ILLINOIS

Mr. Drksen. Mr. Chairman and gentlemen of the committee, may
I preface what I have to say this morning by dipping for a moment
into history? It was about 1,700 years ago that a great Greek general
by the name of Pyrrhus marched an army into southern Italy about the
time Rome was being beset by the Gauls and Etruscans, and there,
according to the history books, he gained a very considerable victory
but left the most of his soldiers on the field. But even today we pay
testimony to that great engagement, for so very often we refer to the
“Pyrrhic victory.”

1 have sometimes wondered, since freedom is something of a fetish
and a faith with me, whether World War IT might not yet eventuate
as a Pyrrhic vietory and particularly so if freedom and the purposes
for which the war was fought are the ultimate casualties.

That is a rather tragic thought, and there is a strange irony about
it—I suppose the irony of all mankind—that, having won the victory,
we are now compelled to pick up the broken pieces and to set the
world’s house in order in the hope that we can still retrieve the pur-
poses of war and the purposes of peace. The healing we had looked
for has not quite set in. Certainly, as we lift our eyes, the peace has
not been achieved. I would say categorically that more freedom has
been leached away since VE-day than was won on the battlefields of
Europe in World War II.

That is a pretty tragic confession to make, but no one can survey
the events abroad without coming to that conclusion. The evil shadow
that has already extended itself over all of eastern Europe and that is
thrusting westward and thrusting in our direction is the best evidence
that freedom has been leached away in great measure since VI-day.

Now, we have before us a proposal to retrieve the purposes of war
and peace, and in approaching it, of course, we have to justify it with
the people of this country.

I presume the members of this committee have received many letters,
as I have received many letters, expressing the hope that perhaps we
could build a high wall around the western hemisphere and abandon
the rest of the world. It becomes necessary in the face of that kind
of thinking and those conclusions that we enunciate a program that
will commend itself to the people of this country and, of course, that
is a job for leadership and a job for salesmanship.

Obviously, war is a form of political action, and it is justified on the
ground that the welfare of the country and of the people is involved.
What is here proposed by way of aiding the countries of Europe and
subsequently the long-range aid program must be justified on the
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ground that it is in the interest of our country and for the welfare of
our people. And I firmly believe 1t is.

We are dealing with food rather than fireworks and dealing with
money rather than munitions and dealing with construction rather
than destruction; but in every case the food is derived from public
proceeds that we must tax out of the people, or we must borrow it on
the public credit.

So I become rather interested in this program, Mr, Chairman, and
before I venture any further I think the record ought to show such
feeble qualifications as I possess for discussing it.

In 1945, it was my privilege to go abroad for 100 days at the instance
of my people back home who supplied the funds and who urged that
I take a trip over the world. At that time I touched some 21 countries,
spoke to many of the leaders there, and sought, as best I could, to
assess and appraise the conditions then extant and their possible effect
upon our own country.

I had no desire to go abroad in 1947. The chairman of the Armed
Forces Committee first suggested to me that I should go abroad. I
demurred to his idea. Subsequently, the chairman of the Appropria-
tions Committee talked to me about it, and out of those discussions a
special committee was developed consisting of members of the Armed
Forces Committee and members of the Appropriations Committee, and
it was my privilege and my pleasure to serve as chairman of the group.

I went abroad with the distinet understanding that when the com-
mittee reached either Munich or Vienna I'should be privileged to leave
and return to Germany for a more intensive effort. That was agreed
to. So, after surveying the conditions in different parts of Germany
and Austria, I took my farewell of the committee at Vienna and re-
turned to Berlin for further work with economic experts, other
officials in the military government, and then to go about Germany and
talk with everybody from whom I could contrive to get some kind of
a story and from whom I could derive some information. That em-
braced children in the schools and teachers; it included coal miners up
in the Ruhr and those who worked in the steel mills. I visited with a
number of the leaders and members of the steel workers union. I
visited with refugees and expelees and infiltrees. I had long sessions
with Ministers-President of the various states that were set up by
election under the new constitutions. Over there they call them lands
or linder in the plural, and they are equivalent to the States of our
Union.

I had those sessions not only with Ministers-President but with
members of the cabinet; I had sessions with the constitutional judges
who were set up under the new constitutions. I had the benefit of the
language of the country, because in World War I, I was with Military
Intelligence for about 8 months. :

So what I shall say to you today, Mr. Chairman, will be based upon
both of those surveys, the one made in 1945 and the one made in 1947,

In addition, too, I tried, insofar as I could, to brief myself from
all the documents and all the data. I fancy that during the trip I
went through over 200 pounds of reports, material and data, both in
German and English.

So I come to this first basie conelusion, that the problem before us
today as a country is a moral problem. I believe it was Francis Bacon
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who once said that every political problem is economic and every
economic problem is moral; therefore every political and economic
problem is moral. And when I say “moral,” I mean it is a problem
that relates to people.

After all, the shattered cities in Europe mean nothing except as
they were the habitations and dwelling places of people. Whether
they have inflation and have an inflated currency means nothing except
as people may seek to exchange that currency for a livelihood. Com-
munism, as such, is not important except as it relates to people; the
Ruhr coal is not too important, except as it relates to people, as the
coal that warms their bodies and powers the machines that produce
goods and services for the people.

The frigid winter they had and the awful drought that swept
through southern Germany and France, the worst in 133 years, is
important only as it touches the substance and livelihood and the
welfare of the people.

Finally, I might say that the imminent collapse in Europe today is
important to us only as it relates to the millions and hundreds of
millions of people.

Now, the welfare of these people is important to us. Economic and
continued stagnation in Europe simply means if there is a spark of
humanity in us this load is going to be on the backs of the American
taxpayers for a long time to come. I have said that this condition
is not unlike the illustration that derives from the old Domesday
Book, which is a survey of British conditions away back in the days of
William the Conqueror, nearly 900 or 1,000 years ago. In the ordeal
trial system in effect at that time, it is related in the Domesday Book
that when a homicide was committed, the family of the victim had
the right to demand that the perpetrator of the felony, the guilty one,
should have that body strapped to his back and should carry it around
until death encompassed him.

Some of the countries of Europe are moving in the direction of
economic corpses, and, if the world wishes to carry them on its back,
it will mean infection; it will mean putrefaction; and it will mean
the ultimate destruction of the whole world economy. I do not believe
it can be escaped without continued stagnation which will, of course,
produce the desperation of hunger, and hungry people are easily
intimidated and hungry people are easily the prey of every evil and
festering virus.

Now, then, enslaved people, if there is to be an enslavement, will no
longer be free to express their desires and their wants; and, when
they are enslaved, that means a great segment of the free markets
of the world to us will have been foreclosed.

As I say, freedom has become a fetish with me, and T would remark,
just for the purpose of recalling history, that tomorrow is the eighty-
fourth anniversary of a speech of only 214 pages that is probably the
greatest speech in all history. I am referring to the speech of
Abraham Lincoln at Gettysburg which was delivered 84 years ago
tomorrow. There, of course, he stated the fact that the country was
conceived in freedom; he stated it was dedicated to equality; that we
were on the testing ground, and then he uttered the sublime hope that
it could have a new birth of freedom. And, of course, freedom
is an indivisible fabrie, and what hope is there that it will be secure
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in our own country if freedom disappears from all other sections of
the world.

So I am interested in what we do from the standpoint of our own
freedom to escape regimentation in our own country. And I do not
believe it would take very long, measured in terms of years for the
one great free market where, tthUO‘h advertising, wants and desires
have been created and which is the ¢ greatest industrial market of the
world outside of our own, to one dav slip away and become fettered
even as other countries have certainly become fettered. So I start
from that broad ground as I address myself to this better-than-even
gamble.

Now, there are three choices that are before us. It has been freely
uttered in letters I have received and different witnesses on the sub-
ject that we abandon Europe altogether and abandon the people of
Europe. Doubtless you have received in the mails similar letters in
recent days, the same as I have. I am confident there are not many
people in the country who, if they are informed, will be wanting us
to abandon Europe and to abandon our responsibility. It mlght be
well to take just a moment to examine the 1implications of abandon-
ment. Of course, it will mean that we take our troops out of Austria;
of course, it will mean the division of Austria and the flanking of the
line we have at the present time along the Elbe and Neisse RIVEIS‘ of
course, it will mean retreat from the Elbe River; it will mean the
withdrawal of our troops from Germany; it will mean the ultimate
Eﬁiulbllbhnlellt of the Soviet bridgehead on the Atlantic; it will mean
communism’s engulfment of westeln Europe, and that w111 mean we
had just as well pu]l our diplomatic representatives back home, for all
the value they will be.

It will mean the shrinking of our trade outlets. It will mean greater
burdens in building up the economies of countries in the Western
Hemisphere. It could mean an insuperable burden in building up a
tremendous Army, Navy, and Air Force such as we have never en-
visioned before.

Then, of course, it would mean that we should be prepared to have
the Kremlin take over.

Now, let us be realistic and let us not pull anv punches. I do not
believe in this appeasement business, and I do not believe in soft talk
any more. We have arrived at the point where the days of soft talk
are over and we are playing for keeps. No one who has intelligently
surveyed the situation in Europe can come to any other conclusion.

When I say that we must be prepared to have the Kremlin take
over, Czechoslovakia will be next on the list. I think you will agree.
Fear is everywhere there today. Already new powers have been dele-
gated to Prime Minister Gottwald, who is a Communist Prime Min-
ister, and in my book I would give Czechoslovakia another 120 days
under that squeeze. Some 120 d.nb ago Hungary fell. It was the last,
notwithstanding the fact that there was an ‘election and in that elec-
tion the Communist Party polled only 17 percent of the vote. Today
they are in charge.

Communism has invented a new tec hnique, Mr. Chairman, that
I thought ought to be expressed for what it is worth for the record.
It 1s the technlque of ice water enemas. You see, when they took
Mikhailovich, they beat him into insensibility and wrung a confession

George C. Marshall Foundation, Lexington, Virginia




270 EMERGENCY FOREIGN AID

from him, but of course somebody might see it, and a photographer
might take a picture; so the Soviet physicians and surgeons have de-
veloped a more interesting technique, the technique of ice-water ene-
mas. Ask your family doctor what it will do. Tt will make you fore-
swear your God, king, and country before you get through. So, not-
withstanding a minority election in which they won only 17 percent of
the vote, they have Hungary and they are policing Hungary in Amer-
ican jeeps. That is one of the great ironies of history.

After Czechoslovakia, of course, will come Austria. It is next in
the squeeze. There are 41,500 Soviet troops in Austria. That is more
than the American, British, and French troops combined. The squeeze
1s on.

Before I left Europe three chiefs of police in the three largest cities
in the Soviet zone of Austria were seized and removed—that is, cities
outside of Vienna. They were not playing the Communist line, and
General Kurasov means business in Austria. All that you have to do
is pay attention to your knitting and be a good observer and you will
get the story.

I might say for the record today our military telephones in Austria
are tapped. There is no use of pulling any punches. I think that
our people are entitled to know the story.

When the committee got to the Bristol Hotel we had a meeting in
my apartment. I said, “There will be no telephone calls. All docu-
ments of a restricted and classified nature will go into a safe. We
can take no chances because we are under pressure here.”

Do not forget that Austria is important to the Danubian Basin.
Trace out the Danube watercourse sometime across southern Germany
north of Munich, and then to the city of Vienna, and then to Budapest
and then to Belgrade and then east between Bulgaria and Rumania,
and finally where it empties into the Black Sea.

Of course, Austria means much to that watercourse. T think there
the purpose of the squeeze is to divide Austria, and I expect to be
reading in the front pages of the newspapers almost every day that
Austria will have been divided by General Kurasov, with the Soviet
troops behind him. When that time comes Europe will have been
partially destroyed and our line along the Elbe River will in part
have been flanked, and that is pretty serious business.

When they get through in Austria, Mr. Chairman, the squeeze will
be on Germany. I have said over and over General Clay is insulted
every day, orally and in writing, by Marshal Sokolovsky, his counter-
part. There is no question about the pressures there. They are there
for anybody to see.

And one needs only to lift his eyes like Ishmael in the wilderness
to see what the story and objective is.

It may be well to refresh the committee on the fact that the broad-
cast of the military parade in Moscow on the Tth of November was
in both English and German. It was so important, you see, that the
Germans get that story from radio Moscow. They must be impressed,
and so by a course of harassment and intimidation they mean to carry
through and take over if they can.

When I think of that pressure, I think of what Lenin said, that
whoever controls Germany today controls Europe.
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With Austria and Germany under intimidation and pressure, and
the objective of controlling the rim lands of Europe, how long can
Belgium, Holland, France) and Italy finally hold out? It is a part
of the pattern. The squeeze on Greece and the squeeze on Turkey
is the thing; so that one day, of course, the rim lands will be brought
mto the or bit of the Soviet Union, and then, of course, from there on
it is easy.

May I say in connection with Italy, because part of the emergency
aid is meant for Italy, that one of the sore spots is now at Trieste.
It is not that Tito needs Trieste, because he has Fiume. It is not
that the Italians need Trieste because they have Venice. But Trieste
is the contact point between western culture and the Oriental ideology
of the Soviet Union, and so millions of people will be glowering across
that little contact point, and that is why Italy is so important and
that is why Togliatti today has receiv ed word from the Kremlin to
start the ball rolling in what thev ml] a “cold” war. Itisnot very cold.
I have never conceived it as a “cold” war, when people, Soviet troops
and chiefs, are riding in so many countries in Europe today. There
is nothing very cold in that sort of thing. So that is one of the fever
spots alunn‘ with the Danube, which means Austria.

If we propose to abandon, let those who would follow that course,

r. Chairman, spell out every implication, because one day the dream
that was enunciated by Peter the Great for a window on the Baltie
may become a bridgehead on the Atlantic, and let us not for get that
then the thrust will be in our direction.

Parenthetically, I said to one of the high officials when I

as there, “You have been to Moscow ; you have s been an Ambassador
over there”—and I would rather not see his name mentioned—“and
you know Stalin very well. What does he have 1 in mind "’

“Oh,” he said, “he 1s only interested in a cordon.”

I said, “W hat are the east and west limits of the cordon? Vladi-
vostok on the east, but what about the west ?”

He said, “Of course, Stalin would not like to see a strong power
that mlrrht menace him on the Atlantic.”

I said, “My good sir, that is the equivalent of saying that he must
control all the rim lands of Europe in order to feel secure, and that
would leave Great Britain and America as two islands in a great
Red Sea.”

Finally he said, “Of course, they are large islands,” but what an
unhappy expression it was from one of the 111011 pullﬂ -makers.

Mr. Chairman, I did not like it. It is distur bm and so this whole
picture is (h&)tmbmg. Those are the ll‘llplltdil()lh, as I see them, of a
course that would abandon Europe and set a wall around our own
country, because involved there is the regimentation of the industrial
and aﬂ'l]CH]tlll‘ll economy of our own (,ountly Spelled in terms of
years, it would not be too long.

That is the first choice, Mr. Chairman, that we could make.

The second choice we mmht make is niggardly—niggardly—aid.
I have been on the Appmprmtmm Committee for more than 10 years.
I know the fashion by which we have sometimes dealt with appropria-
tions. I can speak personally, Mr. Chairman. Niggardly aid is
going the first mile. You know the story very well, but the thing
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that mankind forgets and what we forget in reading our Scripture
is that it uses the word “compel.” Now, conscience may compel us to
2o 1 mile, but, Mr. Chairman, that makes an unfinished jour ney, and
this may be our last chance, and I do not want to see an unfinished
journey. I do not want to see this aid be niggardly.

I can give you one experience or example out of my own experi-
ence as to what I mean by niggardly aid. I remember that in the
Department of Agriculture we cut back one of the scientific bureaus.
We took out, I thmk half of the money and very quietly, a few days
later, a friend of mine who worked in this bureau came up to see me
about it.

He said, “I am not here to lobby you on that appropriation, but you
did an awfu]lv inefficient job.”

I said, “Why#”

He said, “Why did you not take all the money out instead of just
half? By taking out half you have destroyed two steps in the scientific
approach to a plo]ect objective that we have, and so while we may
spend half the money, it will be as surely wasted as it can be.”

Now, you know that inefficient aid is w asteful aid, and if we should
supplv niggardly aid but not enough to do the job, then, Mr. Chair-
man, 1t would be exactly the same as if we had wasted all the money.
So, because we are playing for keeps, I do not want to see this thing
done on a niggardly basis, but that is a choice.

We can take whatever the estimate is and say, “We disagree.” We
can refine it and say, “Oh, they can get along with half of it, or two-
thirds of it.” Poqmbl so. They may be able to get along, but the
question is, “Will we do the job, Mr. Chairman ” And remember, the
chief Ob]e('fne is that we are playing for keeps.

There is a third choice, and that is the choice that we must make. I

want to make it. I have been back home. People have talked to me
about giving away my country, and I have talked to them with tea:s
in my eyes, and I have s said, “Look, let us examine this whole picture.”
And it 1s amazing to me how the people back home have changed their
minds on the basis of such facts as you disclose to them.

I am not afraid of the reaction of the people of this country. T am
confident that in proportion as we do our jobs as representatives of the
people and bring the story to them—and it is our responsibility to bring
them the story—that they will go along with the third choice, and the
third choice in my book is 1mmedlato—-ddoquate—amvnesslve-——uml se-
L T e I e e~ o W £

My formula, Mr. Chairman, is very, very brief. Do it—do it now—
and do it 11ght

When I say it must be immediate, of course, time fights on the other
side. The crop conditions were pmttv bad in Europe this summer.
I counted over 2,200 vessels, tugs, barges in the Rhine River. T counted
over 300 in a little town called Bopp wd, 40 miles below Coblenz. There
is 314 feet of water in the Rhine River today, and I mention it only
because it is testimony to the severity and the aggravation of the
drought that has swept southern Europe.

I have seen the gleaners and the scroungers in the fields. T have seen
people picking up a single grain of wheat in the field. I have seen
them picking up the rotten apples from the ground and retrieving them
because there was a little food value there. And there is so much of
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that condition abroad today. So it presents an immediate problem.
This will not wait. And, since we are playing for keeps, we must stir
some hope over there because aid is the vehicle of hope. So this aid
must be immediate. We cannot toy with it any longer. ’

Secondly, it must be aggressive. Food and fuel and credit are the
weapons; they are the munitions in a cold war. Let us use them as
weapons. Let us quit this insane business of pretending. If sacri-
fice and skimping and fretting and worrying for nearly 4 years means
anything, then let us be just as aggressive for freedom, which is the
core of our own free enterprise system, as they are over on the other
side for their ideology with which they would communize the world.
And when I say “aggressive,” of course, that means to publicize.

I would go a little further than section 6 of this bill that is before
us. I would buy time on the radio over there. I would buy space in
the newspapers. I heard it said once if Stalin had provided the same
amount of money for Greece that we provided, and for Turkey, there
would have been $50,000,000 for personnel and $100,000,000 for sup-
plies and $200,000,000 for propaganda.

You know, we have hid our light under a bushel for a long time,
but you know as a Christian nation it is about time that we become
aggressive in the cause of freedom because you know the Apostle Paul
said in Corinthians, where the spirit of the Lord is there is liberty.
You can turn that around, Mr. Chairman, and say, “Where liberty is,
there is the spirit of the Lord.” So this becomes something of a cru-
sade, and it has to be placed upon an aggressive basis.

Too long we have taken a basket of aid and set it on some nation’s
doorstep after sundown. I want to set it there at high noon, and I
want them to know what it is about. Moreover, I want to see it
publicized.

When the Soviet goes into France, they put the stuff on the truck
in Marseilles, or they send it up to Paris with signs on the sides of the
truck, “This is a gift of the people of the Soviet Union,” and we have
been so stupid as to not capitalize our own approaches to it; so I think
that it ought to be publicized.

Now, you know that you cannot always publicize bulk goods. T
remember seeing whole truckloads of sugar being hauled through
Africa and I got behind the truck and while the marks were on the
bags I knew that those bags would be dumped and when the customers

ot the sugar they would never know that the sugar came from the
%nited States.

Now, it could be that way with flour and with the wheat that we
send over, the wheat that may be milled and baked into bread. It gets
to the average consumer as a long stick of French bread, perhaps, or
Italian bread. I used to be a baker one time years ago. I was a bench
baker, and I operated a small wholesale bakery in a small town.

The way that people used to identify whether it was your bread or
not was either by cellophane or a paraffin wrapper, and if it was hearth
bread, you put a band around it and printed on the band “Dirksen’s
Superfine Bread.” I am not self-serving because I am not in the
bakery business any more. What would be the matter with printing
bands and requiring them put around those loaves of bread so that
when a consumer gets bread that is baked with the wheat and flour
from America he will have the message that it comes from us.
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Mr. Stalin and his Politboro will not be squeamish about anything
like that. They are taking the full benefits, and we are fighting for
keeps, Mr. Chairman. This is a war of ideology that could eventuate
into a hot war.

So I think that section 6 (c¢) should be spelled out so that we get
the benefit and credit for food and raw materials, because they are
the weapons in this war.

Therefore, first, this aid must be immediate. Secondly, it must be
aggressive. Third, it must be selective.

You can get 100,000 calories in the form of flour for $3.50, o1
rather, in the form of wheat. In the form of flour it may be $4,
I do not have the formula quite in mind. If you get the equivalent
calories in fruits and canned vegetables it will cost you more, but, you
see, we have two jobs to perform. The first one is the impact of
this program upon our own economy ; the second is the necessity for
making it an adequate program.

Obviously, as custodians of the public’s purse, I know our hope is
always to get the maximum amount of aid for the least expenditure
of dollars. But it may be, Mr. Chairman, that the smallest initial ex-
penditure of dollars may not be the best course to pursue. It may be
that finally, measured from the standpoint of its impact upon our
economy, a larger expenditure of dollars in the first instance may be
the most efficient and the most economical course that we can pursue.

Some of the experts of the Department of Agriculture have spelled
out a formula, that an inerease of 50 cents in a bushel of wheat spells
itself out in terms of $2,500,000,000 in the consumer economy of our
country. To be sure, wheat could be bought cheaper initially than any
other food, but what would be its effect here at home? There are
canned goods in warehouses today. There are oil seeds. There are
dried fruits. There are many things. Of course, if we buy them in
this food program they will cost more to begin with. The appro-
priation would be larger, but the economy and effect upon our country
would be infinitely cheaper. So, when we talk about aid, it must
be immediate; it must be aggressive; it must be selective, because we
have two objectives to. pursue.

In connection with selective aid there must be some flexibility. I
saw a statement by one of the members in the paper that it was going
to be a rigid program. Certainly, I share the hope that we want to
make it an effective program. Perhaps we must not carry rigidity
and inflexibility to the point where some of the basic purposes of the
program will be defeated.

Now then, further with respect to selectivity, it is a fact that food
production is down everywhere in the world today, and let us not
have the idea that this is a 1-day or a 1-year or a 4-month program.
Mr. Chairman, it is not. Food is going to be the great problem of
the world for the next number of years to come, and if the cleavage
between eastern and western Europe is complete, and I think it is—
and I think that maybe we have to regard it as a fait accompli in
dealing with the Soviets in the Soviet zone of Germany today—
there will be bigger demands upon the Western Hemisphere for food
than there was before, and so this becomes something of a hemispheric
problem.
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I am wondering whether there should not be something in your
bill directing or authorizing or encouraging the President to assign
additional responsibilities to the Secretary of Agriculture, to get
the ministers of agriculture and the secretaries of agriculture in the
Western Hemisphere together, and perhaps we should use the term
“western world,” to look at the food problem in the large, because it is
going to be on the world’s doorstep for some time to come.

After all, there are tropical oils that we ought to take a look at.
There are fish in the blue waters that we ought to take a look at in the
hope that we can encourage greater fish production and make it a part
of the program.

Now, before I left for Europe, Mr. Chairman, I saw the scorching
sun kill the corn crop of my native State at the rate of more than
1,000,000 bushels a day. It made me pretty heartsick when I went
to Europe because I knew that it would spell itself out in terms of
demand upon a great wheat crop for feed grain to provide for the
cattle and the hogs of the country. I saw that crop killed, and so
already I began to see its implications upon our own economic horizon.

Now then, we had many, many years of good growing weather,
good moisture, good spring conditions, good land conditions, but the
law of averages finally overtakes us, and who can be sure, in view of
the drought conditions in the Southwest today, that this picture will
not become more aggravated.

So, we must not lose sight of the fact that we are dealing with a
food problem that is going to present itself for a number of years
to come.

Among other things, we must marshal the resources of the hemi-
sphere and perhaps of the western world. Therefore, this aid must
be immediate; it must be aggressive: it must be selective; it must be
adequate ; it must be the second mile, because, Mr. Chairman, we may
not get another chance. If Europe is engulfed—and they are playing
for keeps; let me reemphasize that—then, of course, inadequate aid
may be the greatest disservice that we ever rendered to mankind.

I said that it must be flexible. And so, those are my notions, Mr.
Chairman, about this emergency program. I hope the committee will
indulge me for a moment when I say a word about the long-range
program. It isnot before you at the moment, but I want to say it now.

By way of preliminaries to that program—and I shall not take too
long—the Kremlin wants to kill the Marshall Plan. ILet me say here
and now as emphatically as I can, I am for the Marshall Plan. Per-
haps it is not a plan yet ; perhaps it is only a principle; perhaps it 1s
only a suggestion, a cooperative venture, but I am for it. And the
Kremlin wants to kill it. i 4

I read the newspapers in Austria and Germany and in Britain. I
examined not one but thousands of excerpts from the information files
in Berlin, from the papers everywhere, and there is no question but
that the Kremlin wants to kill the Marshall Plan.. They are making
an effort to stir up political disagreement here at home. Oh, I hope
it will not eventuate. But the Communist Party in the United States
wants to kill it. What boldness there is right here in the bosom of
freedom on the part of the Kremlin expressing itselt through the Com-
munist Party. If you have missed their letter of November 8, Mr.
Chairman, I want to take just a moment to quote from that letter
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because I went over it pretty carefully. I found it on my desk when
I got back.

T'hese are quotes from the letter of the Communist Party addressed
to every Member of Congress, dated New York, November 8, 1947 :

The Government itself has barred us from that market—meaning Soviet and
eastern Europe—with its warmongering and its “get tough policy” with Russia,
The people’s judgment was set aside by the major political parties which take
their orders from Wall Street.

The aid Congress has granted to Great Britain, France, and Italy has jeopardized
the national sovereignty of those countries without strengthening their national
econoniies,

By its endorsement of the Truman-Hoover doctrine, this under the pretext of
helping western Europe, they propose to place Europe and the world under Wall
Street’s domination.

. The Marshall plan is the 1947 version of the disastrons Dawes-Hoover plan
of the 1920’s.

Congress should defeat all proposed measures for implementing any aspect of
the Truman doctrine and the Marshall plan.

That is from the Communist letter dated November 8, addressed to
the Members of Congress. That is the Kremlin speaking.

I marvel at the boldness with which they speak in attempting to
destroy this policy that I hope the country will embrace as the last
hope of pushing back this evil ereeping blight of Communism.

They have a plan, Mr. Molotov’s plan. 1t is 50 percent complete.
There are Poland, Finland, Rumania, Bulgaria, Yugoslavia, Albania,
Hungary, and next in line is Czechoslovakia and next in line is Austria
and next in line is Germany, and from then on it will be easy. It is
50 percent complete. They propose to carry it to completion, and that
is the engulfment of Europe, if through indecisiveness, niggardliness,
and lack of perspective, we let them do it.

Now then, I thought that there ought to be an implementation of
the Marshall program and the Marshall principles. How long we
have talked about freedom, Mr. Chairman, and how little we have done
about it. How much we have said about free enterprise and what
little we have done to demonstrate its virtues and its value to people
over there. Those on the other side demonstrate their economic
approach. ~

They grabbed—I mean the Soviet Union—grabbed 340 plants in
Austria. They have set up an agency that is the equivalent of the
Office of the Alien Propertyv Custodian in the United States that will
administer those plants. They are supposed to have been external
war assets. And, that Soviet agency will administer them where they
are. And then they will be integrated into the Soviet controlled cor-
poration, so, Mr. Chairman, that is the way they exemplify in practice
their economic approach.

In Germany the story is the same. In the eastern portion of
Germany today the industries are compelled to work and to produce.
That production is grabbed and they send it to Russia—not to Russia;
there is no such thing as Russia; there is the Soviet Union; Russia
died a long time ago. They send that production into the Soviet
Union. The operators of those plants put out their money and when
they use their credit they go to the banks and they borrow money, and
they make them continue that process until they become bankrupt
until they can get no more money, and then the bank steps in and takes
over and the plant is integrated into the Soviet-controlled corporation
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which exemplifies and demonstrates their economic way of life and
their method of doing business.

Now are we going to quit this insane pretense that we have had so
long or are we going to demonstrate the vitality and the value of the
free enter prise system, the very core of which is freedom?

How can we do it? I think there must be a flow of private capital
from here to the countries in need. There must be some incentive
from American business to re-establish itself in those countries, for
in proportion as that can be brought about, the more quickly they can

get into production the more quic l\h’ they can be taken from the backs
of the American taxpayers.

Now, how is that to be done? Mr. Chairman, I hope your com-
mittee will give thought to a program, if a board is to administer the
Marshall ])]an. of ‘wE‘ttHl”‘ up an msurance revolving fund, collecting
a premium of some amount, from American business and American

capital, if you please, and for that premium to insure business and

-apital ‘l.Q‘:nnst certain hazards over which they have no control. Let
them assume all the normal risks of security and employment and
materials. But how can they take the risks of nationalization ? Sup-
pose they set up a plant in-France or Italy or Germany? What assur-
ance is there that it will not be nationalized and that they will be paid
off in some form of just compensation for their plant in the form of
currency of that country. What could they do with the currency?

I do not propose for one second to stand in the way of any Govern-
ment if it decided it wanted to nationalize industry, inc lml:m_-: Ameri-
can plants, but T do believe that American capital and American
enterprise i1s entitled to this insurance that if it does happen that in
return for the premium which they paid into a revolving fund, to be
administered by the Marshall Plan Board, that there will be a fund
out of which they can get dollars for the foreign currency that they
must be compelled to take as a result of Governmental action. That
1S one.

Secondly, when American capital and American enterprise goes in
it must as a matter of good business operation set up reesrves for
depreciation. But how convert those reserves from foreign currency
and into American dollars? The only thing that will do them any
good when there is a replacement program is to have an insurance
premium just like the premium that we collect on bank deposits in
this country or that we collect under the Federal Housing Administra-
tion to insure that foreign currency can be converted into dollars.

Finally what American industry wants to put its money into an
enterprise, a part of which is going abroad to help in this wmnatluc—
tion and rebuilding program, ‘which must depend upon being paid in
foreign currency, whidh it could not spend in Woodward & Lntluop
or in Marshall Field’s or at the corner orocer store. They have got
to have dollars. And, if there are dividends and they have paid in-
surance premiums, there must be a plan of convertibility of these divi-
dends in terms 0{g dollars. Then we will have developed some in-
centive for the flow of capital, because, Mr. Chairman, the flow of
private capital is several times better and more effective than the
making of government loans if it can be contrived. And, that ex-
(-mphﬁeq the free enter prise system of America, and it not only does
that, but it demonstrates to the other countries of the world who are
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looking to us for help and who will see for the first time that we have
taken an aggressive step to match certain ideologies that would liqui-
date freedom in all corners of the earth.

The cost of such an insurance program would not be too much: It

might start as high as one and three quarters or 2 percent and I
imagine that it could get back to 1 percent or even less than that.

But those are hazalds. They are not the normal risks of business,
because they lie in the unpredictable judgment of foreign countries
and the insurance against those hazards would not be too difficult to
set up. That, of course, would implement the Marshall plan which
would nuplement it in turn, and there would be some assurance that
it will succeed.

Mr. Chairman, I have taken more time than I should. T hope that
we have immediate, selective, and aggressive interim aid program,
one that is not niggardly. I hope there will be a long-range program.
I hope it can be lmp]emented with some kind of an insurance program
to stimulate the flow of capital to the sections of the world needing
it, and also, Mr. Chairman, I conclude by saying that the police 5t11te
with its theories and communism and the 1de010g1es that are trying
to run the world, will not wither away by the pretty speeches that we
make in committees or on the floor of Congress or from the platforms
in the country. They are tough. They mean business. They play
for keeps. And if freedom is not a failure, if it is effective, then let
us quit all the pretense that has been so abundant for such a ](mg time
and get down and exemplify to the world the virtues of this thing
we call freedom and demonstrate that America still has charity in
its heart.

So, Mr. Chairman, I conclude by saying let us do this: Let us do it
now and let us do it right.

I thank you for your indulgence, Mr. Chairman.

Chairman Earo~x. Thank you very much for your very informative
statement, Mr. Dirksen.

Mr. DirgseEn. Thank you, Mr. Chairman.

Mr. Muxpr. May 1 ask a question, Mr. Chairman.

Chairman Earon. Yes.

Mr. Muxpr. I was very much impressed and interested in your very
eloquent and persuasive testimony. I know you spent a great deal of
time in Germany, this summer, because I crossed your trail and I read
the reports of your fine work.

[ was in hopes this morning that you would touch on another prob-
lem—which you may have while I was out of the room a few moments
answering the telephone—and that you would comment a little bit
on the lmpac‘t of the so-called Morgenthau plan on the recovery of
Europe and its participation in the pmhlem now confronting us. 1
wonder 1f you would supplement your statement by some Humrmlmn
as to what you think we should do. in the utilization of (rmumn coal
and German steel as a part of the recovery program. Would you care
to comment on that if you have not already done so?

Mr. Dirgsen. Mr. Chairman, probably one of the tragic mistakes
of judgment of the last 50, if not the last 100, years was the so-called
plan by which they sml'rh{ to convert an industrial country into an
agrarian country. Thoy lost sight of the people; 65,000,000 people
whose hands must be kept OLLIIIJK‘(]. and whose minds must be kept
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occupied, because idle hands and idle minds are a frightful combina-
tion. And so they set a level of industry that was a colossal blunder
of judgment.

Now, we have got to undo that. There was a level of steel produc-
tion of 5.8 million tons. It has been revised upward to 10.7 million
tons. The equation is very simple. In proportion as they produce and
that their production is sold in the world market for money and to con-
vert the money into raw materials and food, and to continue the
process over and over again: Raw materials and food and also in-
dustrial production and selling that in the markets and convert it into
raw materials and food again.

In that picture, of course, there is this whole question of coal pro-
duetion. No coal, no steel. That is simple, just as simple as can be.

But, Mr. Chairman, how to get the coal out of the various deposits
in Germany, in that area, in the Ruhr about the size of Rhode Island,
with 1,600 mines. It takes people to get coal out of the ground. It
takes miners to go down and blast it off, or to use the cutting machines
like they do in my own section. I have over 3,000 coal miners among
my constituents, and I have been brought up among coal miners. But,
it takes human vitality to get the coal out. ]

And, if you get no coal, you get no steel ; no steel, no steel products;
no steel, no rolling stock to keep the coal and products moving. So it
all goes back to the mines in the Ruhr. It all goes back to human
vitality.

Now when I was a student of physics in high school, many years
ago, I learned this formula and it 1s just as good today as it was then:
Work out equals work in ; energy out equals energy in. Everybody who
has spent time in a physics laboratory has demonstrated that for
himself. Physical energy out, in the form of coal production equals
energy in, and that energy in is ealories that are derived from coal,

Now then there must be enough. When rations went down last
year coal production went down. It takes food, it takes energy to
produce coal. I think that was explained to me very effectively by
a man who was handling dolomite that was going into Essen. I
said to him: “My friend put down your shovel and come over here.”
He happened to have been a shop walker in the steel workers union
and had been there for a long time. They go around the field. He
was working 50 hours a week. I asked him about production and
food. :

He said, “Well with my family it is very simple. You know the
ration is too little to live on and too much to die on.”

There is the solution of our program, Mr. Chairman: It is too
little to live on and too much to die on. And here was a man who
was working in the steel mills, and the coal mines are in exactly
the same fix. It all gets back to human vitality, which means food,
which means coal to get the steel, to get the products to sell in the
world market to get money with which to buy raw materials and
buy food and to finally get those people from the backs of the Amer-
ican taxpayers. It isa very simple equation.

Mr. Muxpr. The gentleman 1s a very distinguished member of the
appropriations committee, and he realizes that during the period
while we compelled the Germans to remain in comparative idleness
because they could not engage in industrial pursuits, we had the sit-
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uation of either having them starve or having to tax the people to
feed them, so being a Christian country, a humanitarian people, we
pursued the rather incongruous but inevitable policy of taxing our
people to feed an erstwhile enemy while they were retained in com-
parative idleness. I wonder if you would not agree that to start
this whole recovery program in Europe it is essential that in some
way we get this German coal available not only to Germany but
to the other countries that have to rely on it in the production of
steel? In other words, if they do not produce and export coal out
of Germany it is just inevitably going to retard recovery in Europe
and it will require that much more aid for them from us if economic
collapse is to be averted.

Mr. Dimrgsex. Mr. Chairman, might I just add one additional
thought. First of all T asked of a manager of a steel mill in Essen
how many workmen did not show up that morning, those working
the first shift in production. He said, “22 out of every 100 did not
show up.” I said “Where are they?” He said “The farmers started
to dig their potatoes this morning and they are in the fields.”

You see, they permit them to glean in the fields, even as Ruth
gleaned in the fields of Boaz, so they were out in the fields gleaning
everywhere—they were in the fields, not working in the mills—they
were there trying to get the few potatoes, because potatoes meant
food. In other words, they would rather forego the 11 marks, be-
cause the marks meant nothing. The little potatoes had some food
value.

But there is one other thing, Mr. Chairman, that I feel that T want
to emphasize in this program, and I hope that it will be given con-
sideration in drafting this legislation, that the committee will give
special attention to the children.

One of the most encouraging highlights of my trip was going to
the schools in Stuttgart, Heidelberg, and in other cities, and take the
youngsters on my knee and to see the luster in their eyes because they
had just had their food at 10 o’clock, and it was a great thrill to me,
Mr. Chairman, after these children had had their food, made of maca-
roni, potatoes, sometimes sausage, sometimes a little meat cooked in a
sort of stew. This was served around 10 o’clock.

I talked to teachers; I talked to superintendents, but also to the
children, and they said to me that this was the Hoover food. You
see, former President Hoover has inscribed his name in the hearts
of millions of children. And, there are 15,000,000 children in Ger-
many under the age of 15.

Now, if we are going to write the message of freedom it must be
written in somebody’s heart. That is the thing that is going to give
hope, most of all in those European countries, so there ought to be
some special emphasis in the bill and in the language of the bill on a
children’s program. Thank you again, Mr. Chairman.

Mr. Merrow. I want to take just a moment to compliment my col-
league on his great msight and his wonderful statement in reference
to the issue that is before us and the problem that exists in the East
and the West.

And, I believe there is, as he has said, this situation: They are
playing for keeps and I would be very happy to hear him comment
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on another question related to the Marshall plan and to the plan of
recovery.

I think this has a very important part in our foreign policy, and
I think there is also another principle. Perhaps he noticed an article
on the front page of the Washington Post this morning, containing
a statement by General Spaatz, that our air force is much inferior
to the air force of the Soviet Union. I am wondering if the gentle-
man would agree along with this premise, that he has adequately ex-
pressed, that in giving “aid for the purpose of containing an aggressive
march of fr eedom, and for the purpose of protecting the Atlantic and
the Mediterranean if we should not immediately take steps to build
a very powerful air force in order that we might supplement our
program of aid from this country.

Mr. Dirxsex. I hope to say so today, Mr. Chairman, on the floor of
the House when I present my report to the Congress.

Mr. Lobge. I want to congratulate my distinguished friend from Il-
linois, on his excellent statement.

I would like to ask whether he believes that the German plants
should have been dismantled.

Mr. DirgseN. Are you speaking now of the war plants?

Mr. Lobee. Yes; I am speaking of the plants that were dismantled.

Mr. DirgsenN. First, let us say that of course all military plants
should have been dlsnnntled under the demobilization program.
Now, of course, a program is going on under the Potsdam Agreement,
to which we signed our name, providing for capital repatriation, so,
of course, there is first that factor. The theory, of course, is that the
probability is that it will take a long time for them to use some of
those plants. For instance, they are taking soap factories. The
theory is that it will take a long time before thev can use a good many
of those plants. But there will be need for them. And we will have
to help replace a good many of those industrial facilities.

But it is high time, Mr. Chairman, that that old Potsdam Agree-
ment be reviewed. It is a tr agedy of the first kind, and let us say so
now and say so emphatically. But our name is attached to it. That
is one of the real difficulties. It is not too late, perhaps, to undo that
difficulty because the rebuilding work is going to be ours.

Mr. Lopee. Thank you very much.

Mr. Dirgsex. Thank you again, Mr. Chairman.

STATEMENT OF HON. AUGUST H. ANDRESEN, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF MINNESOTA

Chairman Earon. Our next witness will be our distinguished col-
league from Minnesota, Mr. August H. Andresen.

\[l Axpresex. Mr. Chairman and members of the (mnmlttoo I am
sure that we can all subseribe to the high purposes of the statement
made by the gentleman from Illinois.

I am appearing as a member of the Subcommittee of Agriculture
and Food of the Herter committee. Our committee vmt(‘(l 11 coun-
tries in western Europe, those coming in under the Marshall plan, in
our study of the agricultural and f(m(l situation in those countries.
I am appearing toda_} for the purpose of being as helpful to the com-
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mittee as possible in formulating an interim aid program for France
and Italy, and I hope that the committee will take my statement in
that spirit.

All countries in Europe have suffered the most severe drought in
some 50 to 100 years. It is quite apparent that as a result of this
severe drought there will be a shortage of food in western Europe
many months before another harvest, and that is the problem with
which this committee is confronted.

I understand that the program is designed as a grant to the aid of
peoples in France and Italy. I will not discuss Austria because
Austria is one of the occupied countries. I will, therefore, confine
my remarks to the situation in France and Italy.

These countries will need to import a substantial amount of grain
before another harvest. You have had figures and data submitted to
vou by Mr. Herter, the chairman of our committee.

I am sure that we are all interested in doing our part to preserve
freedom for western Europe and to assist in producing food for
hungry people. Food is the particular item in the program to stop
the spread of communism in France and Italy. The prineipal part
of the legislation before this committee deals with supplying of dol-
lars to those countries for food. '

People cannot eat dollars, and therefore we must translate those
dollars into available supplies of food in the United States and other
parts of the world.

The statistics furnished by the officials in the respective countries on
production and collection of food are not always reliable. I am con-
vinced that government officials in France and Ttaly could secure
larger food supplies, especially grain, from farmers, if an effort would
be made to do so. Farmers in the respective countries have lost con-
fidence in the value of the money that they receive for their products.
Farmers can make more money by feeding their grain to livestock and
in marketing meat through either black market or other channels.

In Italy, where the population—that is, the farm population—is
approximately 45 percent of the total population, we find that the
producers are very well taken care of when it comes to having enough
food needed on the farm to feed themselves and their livestock. I saw
the livestock in Italy; the cattle certainly looked as fine as any cattle
here in the United States. The same was true with hogs. They
appeared to be well fed ; they looked good, and T feel that a decision
could be made on the part of the government officials in those countries
to secure more food for the population in the cities and villages rather
than to have so much of the feed for livestock. It is evident that more
grain could be collected from the farms.

Whatever we do, I feel we must be realistic about it. The whole
world is looking to the United States for wheat and other grains. In
allocating bread grains to needy countries throughout the world, we
must be realistic enough to consider available supplies in this country,
While the American people are willing to sacrifice and give, it is up
to Congress to protect our domestic economy from scarcities of vital
food products and ruinous inflation.

Figures have been submitted to our committee and to the Govern-
ment that the requirements for bread grains will be approximately
50,000,000 tons. Available supplies are estimated at around 29,000,000
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tons. The Chairman of the FAQO, Sir John Orr, stated that the needs
would be around 39,000,000 tons. So there is a deficit in grains
throughout the world of approximately 10,000,000 tons. You will
find that in the report which was submitted to your committee on the
subject of grain.

This tremendous deficit in the world’s supply of bread grains de-
mands a realistic approach in finding available sources of supply. It
appears that the United States will be the main supplier of bread
grains to western Europe and many other countries. Our supplies are
limited. When supplies of grains are made available for the interim
aid program, the American people want to make sure that our gift of
food will be received and consumed by hungry people. F¥rom personal
observation I am satisfied that the present distribution system of food
in France and Italy does not actually get the food to the people who
need it the most.

As long as this is to be a gift from the United States to the people—
and I think that is clearly understood, because the peoples in those
countries do not have the ability to pay for grain now or at any time
in the future, and we did not find in our investigation that they intend
to pay for any of it, and therefore it has been properly construed as a
gift by the people of this country through action taken by the Con-

ress, and it should be treated as such. And when that is done, we
s%lould see to it that the people who are in need and who are the most
susceptible to Communist influences should receive it.

Secretary Marshall used a figure of 520,000,000 bushels of wheat
that would probably be available from this country for export to
Europe and to the other countries of the world.

In my opinion, 520,000,000 bushels of wheat, at the present time at
least, 1s far in excess of the amount that should be made available for
export.

'll‘he Department of Agriculture and the Cabinet Food Committee
agreed on a figure of 400,000,000 bushels of wheat for export and
70.000,000 bushels of other grain, making a total of 470,000,000 bushels.

Now, the reason I mention the 520,000,000-bushel figure as being
available is due to the fact that the mere suggestion of such a large
amount of wheat being available for export from this country raises
false hope on the part of the people of France and Italy that we will
have that much available for them, and in trying to figure out what
funds will be available we should first take an inventory of the stocks
on hand in this country and the minimum needs of the American
people so that we can tell them realistically what we will have and
what we will be able to give to them without destroying our own
domestic economy.

Mrs. Borron. Mr. Chairman, may I ask a question?

Chairman Earon. Mrs. Bolton.

Mrs. Borron. May I ask the gentleman at this point whether he
would clarify this: He has just been talking in terms of tons, and then
he talks in terms of bushels, and the balance of it I am vague about.
What is the relationship between them ?

Mr. AxpreseN. We talk in terms of bushels in the United States,
and I would prefer to talk in terms of bushels, but all of the figures of
the international organization in the foreign countries deal in tons.
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I might say that a million tons of wheat is equivalent to 37,000,000
bushels.

Mrs. Bourox. Thank you.

Mr. Axpresex. And it is a little different for the other commodities,
but since we are primarily dealing with wheat, or bread grain, I will
try to work it in so that the committee will have the benefit of the
information which we have assembled.

What is the situation in the United States at the present time? We
produced this year a wheat crop which is the largest in history,
1,407,000,000 bushels.

The carry-over on July 1 of this year was estimated by the Depart-
ment of Agriculture to be 83,000,000 bushels, which gives us a total
of 1,490,000,000 bushels of wheat.

Now, the Department’s figures for domestic consumption in the
United States by human beings is set at 510,000,000 bushels. For feed
and waste, and there is some waste, they have set a figure of 325,000,000
bushels. For seed, 87,000,000, and for industrial uses, 5,000,000 bushels,
That makes a total of 927,000,000 bushels of wheat for domestic use,

The Department of Agriculture has allocated 400,000,000 bushels
of wheat for export. That gives us a total for domestic consumption,
seed and feed, plus the 400,000,000 bushels for export of 1,327,000,000
bushels, and leaves a carry-over for next July of 163,000,000 bushels.

Personally I feel that this carry-over is too small in view of the
serious drought situation in the Southwest where practically 50 per-
cent of the winter wheat was produced for this year’s crop.

I want to say a word about the drought situation in the Southwest.
About 60 percent of the wheat has been planted in the Southwest area,
that is, western Kansas, Oklahoma, and Texas where we had the bi
crop of wheat this year, and where they raised over 500,000,000 bushels
of wheat. If that wheat is not planted in the fall and does not get
into the ground to germinate and stool and form roots before the
heavy frost sets in you cannot expect much of any wheat crop in that
area next year. So, our big crop of wheat is the production in the
winter wheat areas, and the winter crop must be planted in the fall
and must secure its growth in the fall before the frost comes, and if
1t does not we will have a short erop.

It is estimated by the Department that next year’s ecrop will be
approximately 1,000,000,000 bushels. I do not know upon what they
predicate that estimate, because a great deal of the winter wheat in
the Southwest has not been planted and has not germinated.

We had some rain down there last week, from a quarter of an inch
to an inch in certain places, and the rain was quite general, but it was
not sufficient, according to the experts who have been on the ground,
to get the seed planted and to get the crop growing with any df}_'ree
of certainty so that it would mature into a wheat crop next June
or July.

I feel that until the size of the winter wheat crop can be determined
next spring, we should set aside a carry-over of approximately 350,
000,000 bushels to make sure that the American people will have wheat,
and that there will be some available for export in 1948.

We have not planted the spring wheat crop for 1948. That will not
be planted until May or June of next year, so nobody can predict
what the wheat crop will be in 1948 with any degree of certainty.
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The subsoil moisture in the winter wheat area is very low and we
are lacking in subsoil moisture in the Dakotas where hard spring
wheat is raised and, therefore, I am sure that the committee will
understand the difficulties that experts may now have in estimating
what the 1948 wheat crop will be.

To play safe, and until along about the 1st of April, when the size
of the winter wheat crop will be determined, -the sate course to pursue
is to have a carry-over of dpprommatelv 350, 000,000 bushels instead
of 163,000,000 bushels that 1s now proposed as a part of the export
program. If 520,000,000 bushels are exported, the carry-over would
be reduced to 43,000 0()0 bushels.

The Marshall tar n'et. as announced to this committee, was 520,000,-
000 bushels of w hcat, and 70 000,000 bushels of coarse grains, nmkmﬂ
a total of 596,000,000 bushels. Under the circumstances I do not see
how this goal can be reached or how it can be held out to the world that
such a large export of wheat from this country can be made.

It would be a serious error on our part, and wrong, to promise the
people of Italy, France, and the other countries that are expecting to
get wheat and cereal 0‘1&1115 from us to tell them now that they are
going to receive wheat from us on the basis of 520 ;000,000 bubhels
when we may not be able to deliver that next spring.

Of course, I think everyone recognizes that we must take care of
our domestic economy. T hat is very vital.

The President called that to our attention yesterday when he
demanded legislation be passed to stop inflation in this country.

Well, the prices of food products are exceedingly high, and they
will go higher if we export more than our economy can stand of the
foods that have been produced in this country.

The President asked for $227,000,000 for ltalv and $328,000,000 for
France. People cannot eat this money, and whatever money is appro-
{)1i¢1ted should be on the basis of available grain and for the money to
e spent by the American Government and the food supplied to the
people in France and Italy under this interim-aid program rather
than to turn the funds over to them so that they can go out in the
world market and bid prices up, which will, in turn, reflect on the
price level and cost of living in this country.

T am sure that the American people as a whole want to do what they
can to help people in the other countries. They are paying the bill
forit. They pay in two ways. They are taxed b\’ their Government
to raise money to pay for the grains and other foods, and, secondly,
they are taxed much more in the increased cost of living for the prices
that they have to pay for the food that they must buy.

It has been stated that some of the grain supplies for France and
Italy will be available from other muntlws I am sure that a thor-
mltrhfr()mg investigation will disclose that the British have virtually
tied up all of the grain from Canada and Australia. The Australian
crop is not as yet made. Canada may have a surplus over and above
the 160,000, 000 bushels that they have contracted to sell to the British
at $1.55 a bus]wlq and then taking out their own needs they may have a
surplus to sell of around 35,000 (H)() or 40,000,000 bushels.

Argentina, where pr ()dmtmn was cut down this year, and the crop
will not be harvested for a couple of months, may have some to sell, but
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Argentina and Canada and these other countries demand payment for
most of their export wheat in American dollars.

Russia has produced a crop that is 58 percent larger than the crop
of 1946, so Russia is the one big producing country in the other con-
tinent that should be able to supply a considerable portion of bread
grains to countries that are in need of it.

As long as the food and wheat that we give or provide for France
and Italy and other countries is in the nature of a gift, I feel that we
should invite Canada, Australia, Argentina, and Russia to also give
into a common charity pool the wheat and grain that they now want
to sell for American dollars, and in that way we can all do something
for suffering humanity rather than to tax the American people to pro-
vide the dollars to pay Russia and to pay Argentina and Canada and
these other countries for the wheat that they may have available.
That is a sensible proposition, and I think it is only fair and right that
we should give these other countries an opportunity to join us in this
cause of humanity.

Last year we read about the tremendous gift of wheat that Russia
made to France. It appeared in our newspapers, and it was heralded
in the newspapers of France that the shiploads of wheat came into
France from Russia, and there were three of them. They were lend-
lease boats. The Communists brought bands out and they blared it
over the radio and in the headlines in the newspapers that here comes
Russia and makes a gift of 500,000 tons of grain to save the people of
France from starvation.

Well, what are the facts? Our committee had occasion to get the
facts in France from the officials over there. We were first led to
believe in the United States that the wheat was a gift from Russia
to France. Those were the stories in the newspapers, but here are
the facts:

Russia did supply 500,000 tons of wheat and barley, 400,000 tons of
wheat and 100,000 tons of barley, but it was paid for in American dol-
lars and at the American price, and 70 percent of that wheat was
hauled in American boats. Dollars paid the freight. Russia used
three ships, Lend-Lease ships, and we paid the freight on the wheat
that the Russians used to haul the grain to France. It was not a gift.
American dollars paid the entire bill for that so-called gift from
Russia to the French people, The Russians and the Communists got
the publicity and we did not get any of the credit whatsoever. We
are not getting a great deal of credit now for what we have done in
the past to help the people of France, Italy, and the other countries.

Unfortunately we found in the 11 countries that we visited an
erroneous idea as to the American people. Most of the people with
whom we came in contact thought that everyone over here was a multi-
millionaire. I tried to convince them in the speeches that I made
that 99 percent of the people in the United States had to work for
a living every day to earn their bread.

They also had the erroneous idea that we had a big barrel of food
containing every produet, grain, and other things that would never go
empty, and when we tried to convince them that we had a serious
drought in the corn areas of the United States they could not believe it.

Maybe there is a reason for some of those people to feel the wa
they do about Americans, insofar as the amount of wealth that each
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one is supposed to have, because some of them may be a little careless
in dealing with the money that they handle in other countries. We
dealt with 12 different kinds of money in 30 days, so that it was
rather difficult to keep up with the money and the value of it in each
country.

Now, I know that people forget what you do. As a Member of
Congress it is not what you have done, it is what you are going to do.
that really counts, but we have not been so niggardly in tr} ing to
provide for the rest of the world.

In 1945 to 1946 the United States supplied 17,300,000 tons of food
for export. Some of that was given away, and some of it was paid for.

In 194647, that is, this last fiscal year, we increased that up to 19,-
200,000 tons of food for export.

Now, I know when you are dealing in tons, Mrs. Bolton, it is pretty
hard to visualize how much 19,200,0( 00 tons of food is when you put it

a pile, and so I am just going to break it down.

Nmeteen million two hundred thousand tons of food required 480,000
standard freight cars to haul it in, 480,000 standard American h'eurht
cars to haul it in. Those freight cars would make up 9,219 trains s of
52 standard cars in each train or if you put it all into one train you
would have a train 3,681 miles long, extending virtually from Wash-
ington to Paris and a little farther.

Grain exports have been announced by the Agricultural Department
for the 6-month period beginning July 1, 1')41, at 714 million tons,
France will have received 531 ,000 tons up to December 31, 1947. Now,
it would take 13,285 freight cars or 255 trains, or one train 102 miles
long to get that food tlanspm ted to the coast.

For the month of December, there has already been allocated 130,000
tons, and for the 6 months 531,000 tons.

Chairman Earo~. Will the gentlenmn yield ?

Mr. ANDRESEN. Yes.

Chairman Earon. That is food or grain?

Mr. AxpreseN. That is grain.

Chairman Earox. Grain?

Mr. AxpreseEN. Yes, sir.

Italy for the same period has been allocated 540,000 tons of grain,
and for the month of December they will have 115,000 tons of ¢ arain
already allocated, ready to be shipped to take care of their needs for
January.

I mentioned something about the collections of grain in the other
countries and the distribution of food. We found it was admitted in
Italy that about one-third of the bread was sold in the black market.
The Italian farmers are allowed a bread ration of 630 grams, while
the bread ration for the people living in the cities and VI“d“PS is 270
grams. It occurs to me that a ﬂ'l'(‘dtel effort could be made on the
part of the Italian people to get more of that grain in for taking care
of the needs of the people in the urban sections.

I want to point out here, because the aid program only extends to
March 31 of next year, that the food situation in urope and in France
and Italy, in partlcu]m- will be much more difficult after March 31
than it will be prior to March 31, because they will not harvest the
grain crop until in July and Aucrust; of 1948; and when the farmers
in France and Italy harvest the gruin erop, they do not thresh it right
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away. The farmer threshes that grain over a 12-month period auring
his leisure time; and such of it as is nmde available in commercial
channels—and most of it does not come into commercial channels
because of the loss of faith on the part of the farmers in the value of
the lira and the franc—but whatever does come into commercial
channels only comes in gradually over a 12-month period rather than
immediately after the harvest, such as is the practice we have in this
country. So that, if we send out now the amount set forth by the State
Del)'utlnellt. and if we do not produce a good winter wheat crop, I
am wondering who is going to take care of these people after March 3
and up to the time that they may have some domestic produetion.

Mr. Jonkman. That has disturbed me quite a little. You take last
spring, in connection with the $350,000,000 aid bill, there was constant
talk of carrying them over to the next harvest. Why did they hit
upon this 3 “month period in the present instance? |

Mr. ANpreseN. The only reason I can figure out is that the so-called
Marshall plan would be approved by Congress and be in operation by
that time: 1s that the correct answer, Mr. Chairman ?

Chairman Earon. That would be my interpretation of it, which
proves that hope still springs eternal in the human breast.

Mr. Axpresen. I might say this in that connection—as to shipping
out such large supplwa as Secretary Marshall suggested, before we
can determine what the crop of this country will be and what the crop
in Europe will be—that the people over in France and Italy do not
have the storage facilities with which to store the grain that we send
over to them. If large quantities are sent now and we do not produce
a large crop of wheat in this country, next year they will have con-
sumed a lar ger portion than they should have out of the supplies had
they been husbanded in this country. I would suggest that whatever
program is initiated, talking in terms strictly of grain rather than
dollars, that what aid we give be sent gradually, so that the people
over there will have the benefit of it when they need it most.

I heard a broadcast last Sunday—and I am sure that some of the
members of this committee also heard it over the Columbia Broad-
casting System—where there were people, ordinary people, talking
from Britain, from Germany, and from France and Italy; and when
I heard one of them talking from one of the countries that we are
trying to help, it reminded me of some of the arguments used in the
I'mtecl States at the present time. This lady “said this—that the
prices on food had gone up so fast, that the incomes of the people and
the wages of the penple had not gone up in proportion, and so they
did not ~have enough money to lm\ the food, and that they were Imp—
ing that the United States could supply enough food over there to
bring the prices down within the reach of the common people.

I know that we are all interested in the common people both in this
country and abroad, but we are also having the same trouble in the
United States in the case of many people who are living on low in-
comes and low wages—that they do not have the means “with which
to buy all of the higher-priced food that they desire and need to
maintain life. We have a lot of those people in this country, but there
are more in the countries like France and Italy and in most of the
European countries.
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I said a few moments ago that these low-income people who were
hungry were the people ‘who were most suse eptible to Communist in-
fluence, and I think that is correct.

I desire to help hungry people in both the United States and other
countries, but will they get the food intended for them? I do not
think so. under the present system of distribution in those countries.

Here is the way it is handled : We send wheat to the Government of
France. The Government of France gets it for nothing under this
program and sells it at a price to the millers in France and the same
is true in Italy, and the millers sell the flour through regular channels;
and a great deal of it goes into black-market channels, but it goes into
channels of trade, whether black market or regular Lh(lllllt’l'-' for sale
to the people of France and Italy, and the prices of food are higher
over there than they are here in the United States, in most 1115&111(95.

Bread in Italy that used to sell in 1938 for 2.3 lira a loaf is selling
now for from 53 lira to 205 lira on the black market ; 53 lira is the offi-
cial price. And you can buy all the bread you want on the black
market up to 205 lira a loaf, and the price varies in the different areas.
In Rome it is 205 lira a loaf in the black market, and in Milan it is a
little lower.

Mr. Parker tells me that is a kilo. T am used to dealing in loaves,
but that is a kilo, which is about 2.5 pounds to the loaf.

Chairman Earox. How much in our money would 200 lira be?

Mr. Axpresen. In our money, you could buy at the official rate
about 550 lira for a dollar, and on the black market yvou can buy them
up to 600 for a dollar, from those who engage in the black-market
activities.

In France the official rate for the franc was 118 for a dollar, and
they had so many international bankers on the streets of Paris that
you could get from 250 up to 300 francs for a dollar, whereas the
official rate was 118 for a dollar. The high price levels of commodi-
ties throughout Italy and France are based on the black-market price
of the frane, not on the official rate.

Now, as |un<" as we want. to help the people who are hungry, I am
going to propose a system for the distribution of this food that we
are going to give to Ittll\ and to France that may not meet with the
approv al of some ];e(mle in this country. DBut the American people
are interested in seeing to it that their food goes to the people who
are in need. They are willing to go along on any program that will
accomplish that ul)](-(ln e. The ]110-0||t (ll‘ﬁlllllllf]nn system does not
cet down to the hungry I)Ln]}](' who do not have the income and the
money to pay the price i the market. So I am going to propose
that at least 50 percent of the grain that is sent to Itd]\ and France
be earmarked for distribution llnnmrh the International Red C ross,
through the Friends Society, and tlnnwrh the reliable church or tranud-
tions—so that the hungry ])mplv in the low-income groups w ill know
it 15 a gift from ,\mmu.n and that every package they get will have
an American flag on it.

As 1t 18 now, llndv the present system of distribution, the people
do not know that the food is coming from the United States; because
when we send wheat over there it is mingled with their (lomvatic
wheat and sold at either the regular commercial price or the black-
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market price. And the people have to pay a high price for it, and
the source of the supply does not make much difference to them, as
long as they have to pay for it.

We are told we are dealing with a crisis in France and Italy, and
the principal crisis is to stop communism; and the way to stop it is
to get the food to the people who are hungry and who are most sub-
ject to the Communist influence.

I introduced a bill yesterday to provide for free postage on all gift
packages of food and clothing that went to the people of these and
other countries designated by the United States as being eligible for
relief purposes. The reason I did that is because the food supplied by
American people, individuals, is paid for by them, and they pay the
postage on it and it goes to people, mostly, who are in need in those
countries. The postage on those packages costs more than the food in
the packages. During the last 12 months, the Post Office Department
advises me that approximately 600,000,000 pounds of food packages
were sent out of the United States to these countries. Now, I pro-
pose we legislate—and I think it should be included in this bill—that
those food and clothing packages that are sent to certain specifiad
countries should go postage free. I think also that the food gathered
up—Ilike on the Food for Freedom Train, which I feel is a splendid
idea, and which is being distributed in these countries by the Red
Cross and church organizations—that the transportation should be
furnished for that food, and it should be distributed in the same
manner as I have suggested—by the people who are on the ground,
working under our supervision.

We want the people over there to know they are getting things from
America. We can teach them best, in that manner, the benefits of
our democracy and what we are doing to try to help save them and
their freedom.

I agree with Mr. Dirksen about “playing for keeps.” T also agree
with him it is necessary for us to publicize and let those people know
what we are trying to do to help them, to save their freedom and their
way of life for them.

I have pointed out three ways that we can publicize it by providing
this food directly to the people who are in need. 1 mean only in this
emergency ; I do not want to see a permanent, world-wide WPA. We
tried that in this country. There are too many people in the world
who are ready to sit back and live on a mere subsistence if they know
they have a rich uncle ready and willing to provide it for them at all
times.

As I said at the beginning, Mr. Chairman, we have to be realistic
about what we have to distribute. There is a shortage of 10,000,000
tons of grain in the world, principally of cereal grains. At best, we
cannot guess what we will save out of this year’s crop over 400,000,000
bushels to export. If our winter wheat crop materializes, we may
reach the higher goal; and then if the food program which has been
initiated saves 100,000,000 bushels, we will have more to spare. But
let us see how this program works; let us find out what our next erop
will be; because if we only give aid up to March 31 and it stops then
and the people of Europe do not produce another crop and we do not
have a big crop in this country, the distress will be greater and the
hate against us will be more intense.
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Just one thing in conclusion: Europe has had its most serious
drought in 100 years. We are having a drought in the Southwest. To
get rain is something that we cannot legislate on. No president or king
or dictator can issue a decree for rain. We have to depend upon the
good Lord and nature to provide it. And it might not be a bad idea,
Mr. Chairman, speaking as a preacher’s son to you as a man of the
cloth in former years, I can say in all sincerity, it might be a good idea
for the people of the United States and the world to pray for rain—to
pray for rain in this country in the areas where we produce the food,
and also in Europe; because, if they do not get rain, they won’t pro-
duce food ; and if we do not get it, then we will not have any food to
supply them, and then they certainly will be fit subjects for Com-
munist influence, because the Communists promise everything and
never deliver anything. "

I thank you, Mr. Chairman.

Chairman EatoN. Thank you, Mr. Andresen.

We have two other witnesses, and they are very anxious to be heard,
and we want to finish up in this session. So I will now call on Mr.
Javits. who has a very brief statement to make—at least, he alleges it
is brief; although, he being a lawyer, there is no way to prophesy how
long it will be.

STATEMENT OF HON. JACOB K. JAVITS, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NEW YORK

Mr. Javirs. Mr. Chairman and my colleagues, in speaking today
I shall confine myself entirely to the economic phases of the obser-
vations which Mr. Fulton and I made in Europe as members of the
Economic Policy Subcommittee of our own Foreign Affairs Com-
mittee. We did a displaced-persons job which has been reported on,
and there is no need of my going over that. I would not have asked
to speak at all if we had covered in the course of the testimony one
very critical point which I think needs emphasis and upon which
members of the committee might like to be informed.

We have learned from all the witnesses that Europe is prostrate, as
we all know it is; but I do not think we have sufficiently emphasized
here that its prostration is attributable to lack of production manage-
ment especially in areas where the Soviet activity in Europe will be
the most critical.

As has been said here truly, neither speeches nor being tough will
determine our position in Europe. Those things may have their place,
but the immediate need is to supply the people of Europe with two
things—goods and confidence—neither of which they have. If they
get goods from us and promises from the Russians, then they are
not going to become Communists when they see the democracies
produce, but they are not going to listen just to speeches and prom-
1ses.  And if they get confidence from us in their own future and in
their governments, that is all we need to worry about.

Our observations took place in Germany and France primarily, but
I can tie that in with my own experience in Italy at the end of 1946,
and the situation remains in substance the same.

Europe, in addition to being prostrate, is also, so far as her economy
is concerned, channeled into a ruin; because it is a fact, as any one of
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us knows who has observed the situation, that what the Nazis did was
to channel every bit of Europe’s economy and to see, wherever produc-
ti(m took place and wherever the roads of commerce la y, that they led
into Germany, and Germany is now a ruin. As a result, Europe’s
prostration is made certain by the fact that production and lines of
communication lead into Germany, and that whole process has to be
reversed if our program is to accomplish its objective.

For instance, in Germany they are producing about 240,000 tons of
coal a day in the Ruhr. What they need is 440,000 tons of coal a day
n order to get anywhere. They had an output per worker of 1.9 tons
per shift per day before the war; today' the comparative figure is 1.2
tons per shift per day. When asked as to the problem, we are told by
the people running the coal mines there it is a lack of food and housing,
which 1s something we can do something about over here: but also.
they say, it is mining supplies and transportation ; and even if you mine
the coal, you cannot move it. Therefore, you have the real question
in production—to provide the technical production skills. Now, the
reports which we have been handed show substantially the same thing.

The damage to the plants is evidenced as being very ereat, and the
damage to the transportation system is evidenced as making it im-
possible to move the stuff, even after they get it.

Therefore, you have these two points: One, that Europe is prostrate
from an insufficiency of production; two, that the whole European
economy 1is channeled into Germany.

Now, the final point as to the destruction of this European production
machine. The Nazis not only destroyed the production machine, they
not only channeled the European economy into Germany, but they also
destroyed the technical management, and, together with the lack of
production which Europe now has, is the lack of technical management
and labor management.

The technical managers of European industry were men much more
involved in public affairs than they are here i this country. They
were the intellectual leaders of those countries, and when the Nuazis
stepped in they were either killed or they became collaborationists,
And you cannot blame the people of Europe, after what they had been
tln'm‘]gh, if they refused to entrust their economies to collabora-
tionists.

I would like to mention one other thing on which I think this pro-
gram depends more strongly for its success than anything else. This
blue book handed us by the State Department, called Interim Euro-
pean Aid, has one very interesting juxtaposition of figures. The
French exports for the 4 months during which we are called upon to
help—that is, from December 1 to March 31—are $40,000,000; yet the
French need is $556,000.000 during that same period for all of the other
necessary imports which France has to provide; that is, the difference
between what they have got to get, $556,000,000, and the amount we are
going to lend them, $328,000,000, represented by loans or other assets
which represent France’s capital, does not represent production. So,
as far as production is concerned, the issue can be stated as $40,000,000
for France, and she needs $556,000,000.

In Italy’s case the situation is just as alarming. TItaly is going to
produce $77,000,000 of exports in those 4 months, and she needs $386.-
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000,000. Everything else she gets from us, either under this bill or
as the returns from those capltal resources.

Now, the prescription, as I see it, in the European situation boils
itself down to its production. That is the crisis, and production is the
real answer to the Soviets.

Of course, we must have interim aid, and we must have interim aid
11111119(11(1tel\ We cannot argue about that. Mr. Herter said western
Europe will certainly need no less than $600,000,000 if we consider
interim and reconstruction aid. We all know that. We could spend
a lot of time figuring on this and you will still have need for $600,000,-
000 ultmmtel\ and probably a great deal more. But we Ll"ltdlll]v
know we are going to do at least that ; and if so, why haggle about 1t ?
And what is the difference between November 30, when Secret tary
Marshall says he needs it, and December 31, when Mr. Herter says
they must have it? Let us give it to them on November 30, and then
we will have done the job bu]dl\; and properly.

Interim aid is the best answer to the strikes in Marseille and the
strikes in Paris and the Communist revolt against the constitutional
government i Italy. The Communists have declared they would
defy the legally constituted government, and if America comes over
with some money, it gives the democratic elements some heart w ith
which to fight. Now, what we expect them to do is to fight, not on
empty stomachs, but if we give them food, they will have some heart
to fight with and -unwtlmln to fight for.

The first thing to give them is interim aid; the second 1s political
assurance that we will stay in Europe. That is the thing Itmup(ums
are afraid of. They fear a war between us and the Soviets on
Europe’s blood-drenched soil, they are afraid we will do as we did
after the First World War—that we will pull out. And by “pulling
out,” I mean the Europeans’ very simple way of stating it; that our
forces which today are on the Elbe, in Berlin, Vienna, and Trieste will

“pull out,” regardless of the speech-making in the United Nations.
So that we have to tell them now, at the same time we-give them aid,
that until the time our responsibilities are discharged our forces will
stay on the Elbe, in Berlin, Vienna, and Trieste.

Next, we have to keep trade open to the east. The east of Europe
will die without the west, in time. The figures show, as to Czecho-
slovakia itself, that 12 percent of its business is done with Soviet
Russia and it does S8 percent of its business with the rest of the world,
the most of it with western Europe.

The figures for Poland are about 45 percent with Soviet Russia and
55 percent with western Lumlw

The figures for Rumania and Bulgaria are about 65 percent with
Soviet Russia and about 35 percent with western Europe.

Ulti TNt itely these nations have to trade with the west, and all we have
to do is to keep our shirts on and carry through and call the bluff
that is being made, and in time each one will trade with the other.

Finally, as I said, what we need 1s tec ‘hnical management more than
money in this particular situation, and only by the combination of
technical management and money will we come to get what we want
to do in western E urope. Without management we could not get
reconstruction and could not get construction. America is famous for
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industrial, technical management, both among workers and business-
men. It is the one commodity we have preeminently over any other
country of the world, and that is the commodity we have to put at the
disposal of the Europeans.

I recommend the way to do that is through a board of European
reconstruction exactly like the War Production Board which did that
for American industry during the war, and in that connection I would
like to make reference here to the testimony given us by Mr. Herter,
He said this in response to a question by me on this matter of setting
up an agency : “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 we can set up one that we will all
have confidence in.” T do not think a corporate form of agency like
the Reconstruction Finance Corporation or a bankers or business cor-
poration is what we need and, if we do that, it is only in connection
with a future substantial program to come.

Then I asked: “In other words, the nubbin of the thing is con-
fidence rather than an agency. We need an agency because we need
confidence, rather than an agency per se, as lawyers say?”

Mr. Herter replied: “The Reorganization Act that we adopted last
year created an agency which has the responsibility of seeing that
it functioned all rnght.” '

So the nubbin of this thing is not a screening agency to sereen what
comes through from the Europeans. We have lots of agencies to do
that. The nubbin of it is confidence rather than an agency, and the
best way we can assure success is by giving them not only to give
them money, but to give them technical management, and the way to
give them management is the way we tried as a democracy—through
the War Production Board of the United States.

So, to recapitulate, based on my observations, I would say—one,
interim aid, now, immediately, without haggling because we certainly
know they are going to get that, if they get nothing else.

Secondly, the political assurance we are going to stay in Europe
and not pull out, and that means that our forces will stay until our
mternational obligations are discharged.

Third, keeping the door open for trade between eastern and western
Europe because the east must ultimately trade.

Fourth, technical production management and money as it supple-
ments such management.

Chairman Earon. Thank you. We are sorry to have you go, but
we wish you well in your going.

STATEMENT OF HON. JOHN M. VORYS, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF OHIO

Mr. Vorys. May I take just about 3 minutes? I had intended to
say some other things, but I wish to comment on the interim-aid
program.

Last June Secretary Marshall stated at Harvard, in discussing
economic aid :

Such assistance, T am convinced, must not be on a piecemeal basis as various

crises develop. Any assistance that this Government may render in the future
should provide a cure rather than a palliative.
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I agree with what he said then. Unless this present interim aid
is part of a cure, an installment on a long-term plan, it is unjustified.
It is only part of the immediate needs of a long-term world-wide
program.

China 1s omitted from the proposal. China should be in for all
the reasons that apply to Europe.

In June 1939, I said on the floor of Congress: “I think we are mak-
ing a great mistake trying to determine our possible conduct in a
future war in Europe before we determine our present conduct in the
present struggle in the Orient.” That same thought applies now.
As we look at this long-term plan, we must beware of not only doing
too little too late but doing too much too soon in one limited part of
the world, and thus ctlpplmtr ourselves in the world-wide long pull.

Gelmam is not in the present proposal, although everyone now
recognizes that Germany it at the heart of the European recovery.

General Marshall, however, stated to us and the President reminded
us yesterday that we will need increased appropriations for our occu-
pation. General Marshall said there would be $500,000,000 more for
uucupled countries, including over $300,000,000 for Germany.

The present 1)10])0-ull is a small part of the whole l]lt(?l]ldtl()llcll
problem we face. It is the same type of relief we provided last spring
under Public Law 84, the relief assistance bill. It is a balance-of-
payments proposition, with emphasis on relief items, such as food
and medicine.

The same administration is proposed that is used for administering
Public Law 84. Therefore, we should amend Public Law 84 by in-
creasing the authorization to take care of the new total and including
France. Italy and Austria are already included. We ought to r ation
ourselves to one or two, not three, stopgap bills a year “and not get
NP 4 new one Now.

I am not very happy about all the provisions of Public Law 84, but
that bill was the product of 3 months of debating last spring, it has
worked for nearly 6 months, and is about the best Congress can do in

1947 short of spending a great deal of time again. If experience has
shown that certain amendments are needed, we can amend Public
Law 84. If we start all over again and set up a third emergency
administration in 1947, we will not get through until it is time to
start on our 1948 model, which I believe is going to be entirely differ-
ent. We need a new w ay of going about it for long-time aid. To
give ourselves time to think this ﬂnuuﬂ‘h we should give those who are
now handling interim aid added amounts in a familiar framework by
making a few ch wnges in Public Law 84, which had exhaustive consid-
eration, rather than by exhausting ourselves and France, Italy, and
Austria by debating a new interim bill for interim aid.

Mr. Javirs. On that one point, would you feel that it we had a new
bill, a new bill instead of Public Law 84, it would represent a recogni-
tion that this was not the ond of the relief program but the beginning
of an European recovery program? Do you feel that is valid or
invalid, and the reason im a new bill?

Mr. Vorys. You state the dilemma we face due to the fact that
the last measure we provided was insufficient earlier in the year. We
have to face this simple proposition, that what is needed is a new
way o 1 going about it in Europe and all over the world. If we stop
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now to get that up, we will delay the aid that is said to be needed
by the end of November. If we simply pick up this existing legisla-
tion and the existing administration and give it enough to contirue to
function while we discuss long-term plans, we then have a w: ay of doing
both the things that are needed so much at this time. The grave dan-
ger 1s we will get up a third proposition this year, a third administra-
tlon not only rel]e f assistance, not only Gr eek-Turkish aid, but a new
interim-aid administration with a lot of new limitations and rules s, and
then proceed to get up a fourth one for 1948, and I do not think there
is time to do all of that now.

Chairman Earox. This closes the very illuminating and necessary
public hearings this morning.

The committee will dd]()lllll to meet tomorrow morning in executive:
session in the committee room at 10 o’clock.

(Whereupon, at 12: 30 the committee adjourned.)
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THURSDAY, NOVEMBER 20, 1947

House oF REPRESENTATIVES,
CommiTTEE ON FoOREIGN AFFAIRS.
Washington, D. C.
The committee convened at 11 a. m., the Honorable Charles A.
Eaton, chairman, presiding.

STATEMENT OF HON. ELLSWORTH B. BUCK, REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NEW YORK

Mr. Buck. Mr. Chairman, thank you for this opportunity to appear
here briefly this morning.

This past summer, at my own expense, I rode in my own car some
5500 miles through the highways and byways of France.

I lived in \111.1ge 11ns, Iu.\m_\ resort hotels, and all the gradations
i between.

I was routed neither by French nor American brass. I selected
my itinerary and took my own interpreter.

I didn’t talk to a single French official, but I did talk to hundreds
of ordinary people, store va]u rs, farmers, mechanies, waiters, laborers,
industrialists, and white collar workers.

I think that was a cross section of the people making up the French
Republic.

My remarks today are based on what I learned from these people
and what I saw with my own eyes as I drove along.

Last Monday President lium(m told us food stocks in France
“are now near the vanishing point.” Gentlemen, the President has
been misinformed. That statement is just not true.

No less an authority than the President of France was quutml not
2 months ago in the Paris edition of the New York Herald Tribune
as stating that there are more head of livestock in France today than
before the beginning of World War I1.

Can that be reconciled with any plea that food stocks in France
are near the vanishing point? It cannot.

We are asked to provide $328,000,000, a third of a billion dollars,
in emergency relief over the next 4 months. I want to address myselt
to certain of the items which make up that $328,000,000.

Before doing so, however, let me touch briefly on existing condi-
tions in France.

France is roughly 50 percent urban and 50 percent rural. In the
urban areas there are severe food shortages and devastatingly high
black market prices.

297
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In rural areas there is plenty of food, and disposition of production,
where it takes place, is at black market prices.

Why does this situation exist? We must go back a bit into history
for the answer. -

Before World War I French peasants constituted the greatest class
of bondholders in the world. That was the time when they could
exchange their bonds for gold.

Expressing the status of those bonds in terms of United States
dollars, pre-World War I, the peasant’s franc was worth 20 cents.
After World War I his franc was worth 5 cents. He had lost 75 per-
cent of the capital he had put aside.

Post World War II the franc has gone down to 1 cent. The farmer
has lost 80 percent of what he had left. The official rate of the frane,
when I was in France, was 118 to the dollar. The black market rate
and the rate obtainable in Switzerland or any other bordering country
where there was a free market was 300 francs to the dollar. ;

The French peasant has been burned. He does not want franes.
He only wants things. Hence the produce of his farms does not reach
the cities. The cities, generally speaking, have only francs to trade.
Therefore, you have hunger in the cities.

Now, let us touch on some of the items included in the $328,000,000.

Wheat, first. Rising bread prices, of course, are unpopular in a
country where bread is a staple diet.

Being politically minded, the French Government put a low ceiling
price on wheat, so low it was not attractive to the peasant. He reduced
plantings of wheat, and planted corn and other crops which would be
more advantageous to him. Hence the wheat shortage. Hence we are
asked to donate $111,000,000 of wheat to make good the bad judgment
of the French Government.

Milk products, fats, and oils: T have said before the farmer will
not sell dairy products or animals. Naturally, there is a milk and
animal product shortage. We, in America, are asked to have more
regard for the people of the French cities than the French peasant has
for his own countryman. We are asked to give $23.,000,000 of milk
products, fats, and oils for 4 months.

Petroleum products: there is still pleasure driving of automobiles
in France. It is true that gas is rationed, but there 1s a great deal of
pleasure driving.

The French are still maintaining a navy. I do not know the quan-
tity of petroleum products required to maintain that extensive navy.
But the requirements certainly are large.

The military expenses of the French Government are 24 percent of
this year’s budget.

Isit proper to ask us to contribute petroleum products while pleasure
driving still persists, while there is still a sizable navy ¢

Cotton: raw materials are wealth producing. Why should cotton
be sent as a gift? Why is this not a straight banking proposition?

Fertilizer: the French peasant is sitting on top of the world. He
wants and needs fertilizer. Why not trade this $9,000,000 of fertilizer
for the meat, cheese, milk that the peasant is withholding? There
would be something in which he would be interested.

Gentlemen, the dire food situation in French cities is largely the
result of bad judgment and lack of courage on the part of the French
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Government. It is also a result of the fact that the Government lacks
the confidence of a large segment of the French people.

Even so, I favor some relief for France this winter. We want no
starvation, however caused. But, gentlemen, there is a limit to our
resources. What we have given already has hiked prices in our own
country. Our further giving should not permit the French to sit back
and fail to take measures politically unpopular to solve their own
interior problems. Our giving, in my opinion, should be the minimum
which will force the French to put their own house in order. The Lord
helps those who help themselves. We are not called upon to outdo
the Lord. :

Gentlemen, T have talked solely of France because that is the coun-
try with which T am familiar. It may be that some of the things I have
said about France have applicability to other countries as well.

That is my statement, Mr. Chairman. Thank you. :

The Cramman. Thank you. I am very sorry that I will have to
leave because I have another engagement of long standing, but I am
going to ask Mr. Chiperfield to take the chair. T hope the committee
will meet this afternoon and tomorrow morning because we have to
push through this legislation if we are going to keep anywhere in
sight with the Senate which is moving rapidly.

Mr. Broom. Mr. Chairman, before you leave, T would like to make
the motion that the hearings be closed and we start now to study
the bill.

The Crairman. Is that motion seconded ?

(Motion seconded, voted upon, and carried.)

The CaamrmaN. Thank you for the motion, Mr. Bloom.

(At this point the chairman left the room and Mr. Chiperfield be-
came acting chairman.)

Mr. Cuarperrierp. Are there any questions?

Mr. Vorys. Mr. Buck, you said that we ought to do something.
What would you think we ought to do for France instead of giving the
$328,000,000¢ Do you have a plan figured out? _

Mr. Buck. I have nothing on which I can put my finger, but I think
we ought to make a sufficient percentage reduction to force the French
to put their own house in order rather than give them the entire figure
they have asked for.

Myr. Vorys. We could do two things: we could cut down the amount
which might indirectly force them to do something that they have
never done so far, or we could give whatever we give subject to cer-
tain conditions.

What would be your judgment as to the effect on the French of
conditions thus attached?

Mr. Buck. I am afraid attaching conditions might make them think
we are interfering with their sovereignty.

Mr. Vorys. That is all. Thank you.

Mr. Careerrierp. Mr. Bloom.

Mr. Buoom. Was this your first trip to France?

Mr. Buck. No. sir.

Mr. Broom. Well, of course, what we are trying to do here is to
prevent something from occurring over there that might be very dan-
verous and disadvantageous to us; is that not correct?

Mr. Buck. Yes, sir.
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Mr. Broom. Do you think it is worth while taking the risk of reduc-
ing this amount, or trying to get these people to do something, as you
sumrested In your statement here? Do vou think it is mnth while

akmu‘ the chance ? '

Mr Buck. Sometimes a man is sick and the cure prescribed is very
difficult for him to take. For a cure to be effective, he must be forced
to take the medicine. T do not think the French Government has
had the courage to t(ul\]e its own problem, and it is easier politically
for it to sit back and let us do the job rather than for it to jump in
and do it itself.

Mr. Broom. Yes, but we arve the patient in this case. It is not France.
We are not thinking of France any more than we are thinking of our-
selves. We might be end: angered if we do not do these llllll"“- that we
are supposed to do, to try to help cure that situation so as to protect
ourselves. .Now, we are not sick, but still we are the patient.

My Buck. Mr. Bloom, you have a cleavage between the city and the
country in France. If we supply the food needs of the French cities,
we are not doing anything to cause that cleavage to be smoothed out,
and T think if we make 1t a little difficult for them. it would be an
imducement for the agrarian population and the city population to get
together on some sort of a basis where the plmln:e of French farms
wmll 1 reach the cities.

Mr. Broom. Let us take 1870. There was no fear of communism or
anything else. It was just a question that they had to raise this money
within 4\ hours and they did so because there was no other fear of
anything else in France. The Germans exacted this amount of money
and the French peasants came forward and gave it.

But at this time, when we are trying to |mu nt communism from
taking hold of France, then, we are the patient. Is it worth while
tll\illﬂ the risk? Take off a humllml million or fifty million, whatever
you w dnt to t.ll\e nﬂ Is it worth while, looking at it from the merce-
nary point of view, as a business proposition, is it worth while reducing
this amount and then failing in our efforts to achieve the objective we
are trying to achieve?

Mr. Buck., W ell, I say that by merely making good the food re-
quirements ot the French cities, we are not tnlunw steps which will
put the interior of France in order.

Myr. Broom. You may be right in everything you have said, but the
only question that I am trying to bring out is s this: Is it worth while

taking the chance, when we are the p: \tient, and we are the ones who
are interested. It is all right. France will go down. But what will
happen to us?

Mr. Buck. I think we are taking the chance the other way, Mr.
Bloom.

Mr. Broom. How ?

Mr. Buck. By solving their plul;lems with our food and our money.

Mr. Broom. That is d]l, Mr. Chairman.

Mr. Cureerrierp. Mr. Jonkman.

Mr. Jongman. Mr. Chairman. I would like to ask Mr. Buck whether
he still does not think, if we are the patient, and France is well, that
France could do something for her %elf

Mr. Broom. I didn’t say France is well.

Mr. Jonkman. You say we are the patient,
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Mr. Broom. We are the ones whu are going to suffer by it. We are
not doing this to help France and then -tnp ‘We are doing this to help
France and protect ourselves.

Mr. Jonsman. For that reason, Mr. Bloom, you make us the patient.
I do not mind your saying you are interested, but when you go so far
as to make us the patient

Mr. Broom. Well, what difference does it make?

Mr. Jongman. It makes a world of difference. Mr. Buck is tl\llw
to bring out that France has to do something for herself and we can’t
do tlmt for her. You say we can because we are the patient.

Mr. Broom. We are mlnnﬂ' the chance. That is what I asked Mr.
Buck—whether it is worth while taking the chance by reducing this
amount materially or in a small way. We are the ones who are going
to lose by it. We are not doing this for France.

Mr. Joxsmax. France isn't coing to lose by it.

Mr. Broom. France will lose by it, there is no question about it. Dut
we will lose more than France.

Mr. Jonxman. Don't say, then, that we are the patient as compared
to France.

Mr. Broom. To my way of thinking. we are the patient.

Mr. Joxngman. That is all.

Mr. Careerriernp. Mr. Jarman.

Mr. Jagman. No questions.

Mr. CareerrieLp. Mrs. Bolton.

Mrs. BorroN. Mr. Buck. I am very much interested in your analysis
of the differences between tlm»e who live in the countr v and those who
live in cities. I have a district that is composed of both these
elements, and I am sure that similar conditions exist in this country
that exist in France. And I cannot help but remember the p‘ua,bl
about the motes and beams—that we have to take into consideration the
human elements in this thing and then have to evaluate our part in
the world’s future not on the basis of our own security but on a human
basis.

Now, granted that the French peasant has a complete suspicion of
the franc—and with reason—and therefore is not going to put his
trust in it, he 1s going to I\vv]) the things which he Lnu\\s are of value
because that is life. that is what he works for—do we not have to try,
at least, to do our thinking and base our actions upon something
more than just a percentage reduction and hope that France will do
something about 1t ?

You say that you would give her this proy ided that that would not
be interfering with her -n\vlm(mt\ Is it not up to us to find ways
to lnmg about the things we all desire, which is the disgorgement of
orains, and so on, by the farms? And while we are doing tlmt think-
mg, do we not have to recognize the fact that that is one of the prob-
lems which are facing us as a country?

Mr. Buck. Well, Mrs. Bolton, if, for example, we were to cut down
on the amount of fats and oils that we were to supply to France—
bearing in mind that there is a great livestock census in France—
would not the very fact of our (llltlll” down on our oils and fats be a
spur to the Frenc 'h Government to \\ml\ out something whereby lho
livestock on the French farms would be marketed ?

Mrs. Borrox. 1 do not know how much you got into this end of it,
but is this not so: The French Government, last spring, took an ex-
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ceedingly courageous step when they put out the Communists. Since
that time the Communists have brought out first small arms and then
little artillery, and they are now turning on the heavy artillery, with
the possibility of giving the “fire” command.

Now, to expect, that particular Government to bring things about
that have such a human element as this—when the cities are short of
bread, which is the Frenchman’s life—has not that Government got
to have some very real assurance that they can get bread to the cities,
or they will have the Communists back in the Government, regardless
of how much they try to avoid that, and then nothing they can do that
1s constructive will be of any value?

Mr. Buck. Well, of course, a step in getting bread back into the
cities would be to pay the peasants a price that would induce them to
raise wheat and possibly redistribute that in the cities with a subsidy
from the Government. I mean I want the French Government to take
steps of their own that will help ease this situation rather than our
taking their burdens on our back.

Mrs. Borron. I think we are all very much of the same opinion. I
do not think that any of us feel that any PWA would be tolerable. At
the same time, the mterim aid situation is such that we must take a
gamble; yes; but if we do not take a gamble, where are we? We lose.
The interim aid is to hold the situation.

The long-range plan, it seems to me, might well be worked out with
more emphasis on that. Some emphasis now on your point should
be had—which is an excellent one, I agree—and, for myself, I think
emphasis should be placed on it.

Thank you, Mr. Chairman.

Mr. Curperrierp. Mr. Richards.

Mr. Ricaarps. No questions.

Mr. Carezrrierp. Dr. Judd.

Mr. Jupp. I was interested in your remark about fertilizer because
it seems to me that that is pretty much an iron-clad case. That is a
commodity that the farmers have got to have, and there is no jusifica-
tion for just giving it to them. Certainly they are going to be willing
to release their cattle or their wheat to get that fertilizer.

Mr. Buck. Right.

Mr. Juop. Maybe you should not answer this question—or perhaps
Mr. Elliott should. Under this bill as we now have it, would that
$9,000,000 of fertilizer go to them to distribute free?

Mr. Evviorr. Of course, your bill is not yet drawn, sir.

Mr. Jupp. I mean is that the general plan?

Mr. Evuiorr. The one the State Department put in gives you no
guaranty that that would not happen, but the Senate bill has attempted
to put in a proviso. And I think it was fair to say that the State
Department did not intend to give it free, that they wanted to use
blocked currency. But it left no real stipulation in the bill that would
prevent it. Blocked currencies could be used.

Now, the question of blocked currencies I would like to raise with
Mr. Buck later on—whether they could be used in doing exactly the
things he wants done.

Mr. Jupp. Well, of course, the French Government would have to
pay more to the farmers in order to get them to sell their wheat, but
if it has to pay in the same francs the farmers do not want, they still
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may not sell it. If it has the fertilizer with which to pay, then they will
release the goods. But if it just raises the price of grain higher than
it is now, but still pays in francs, it is not likely to cret the Wll@‘lt s 1t ?

Mr. Buck. I think that is very apt to be true. But, as I under-
stand it, the official price of wheat is about a third of the present black-
market price, and, of course, even though the francs are bad and the
farmer has no confidence in them the more of them he gets, the more
1nchned will he be to sell it.

Jupp. All right.

Next question : In order for the Government to pay those francs it
has to print them ?

Mr. Buck. Yes, sir.

Mr. Jupp. So that the more it prints, the more inflation goes on, the
more the franc depreciates, so that at the end of the month, or at the
end of 6 months, they have no more purchasing power than they had
before, and all you have done is to deteriorate the economy still
further.

» Mr. Buck. I want the French Government to save by economies in
other directions in order to have this additional money with which to
pay higher prices for farm products.

Mrs. Bouton. Where can they economize ?

Mr. Buck. On military expenses and bureaucratic personnel. As
an example of that, I went into the Bank of France and cashed an
American Express travelers’ check. It took me 35 minutes to cash the
travelers’ check and it went through the hands of 13 people.

Mr. Juop. And they cannot there bring the argument that they
can in Italy that if they do not keep them on the pay roll they would
be unemployed and have to be provided for at the relief station,
because there is a shortage of manpower in France; is there not?

Mr, Buck. That is what I am told.

Mr. Crrperererp. Is that all, Dr. Judd?

Mr. Jupp. That is all.

Mr. Cureerrierp. Mr. Gordon.

Mr. Goroox. Mr. Buck, you recommend that a cut should be made
in the aid to France. With the present political trends do you not
think it would cost us doubly at a later date, say, in the way of a
communistic set-up ?

Mr. Buck. Noj; I think it would be a spur to France to put its house
in order. Why should they be worried about coal strikes, if the United
States is going to supply all their coal needs ?

Why should they worry about wheat, if we are going to make good
their wheat shortage?

Mr. Goroon. I think it would cost us double if we did stop the aid
on those items at this time, would it not ?

Mr. Buck. I do not agree.

Mr. Gorbon. That is all.

Mr. Juop. Do you not think they are worrying about the coal
strikes?

Mr. Buck. Yes; I think they are worried because coal is short. But
I do not think they are as worried as they would be if they knew that
they had to rely almost exclusively on their own coal production.

Mrs. BouronN. Would the gentleman yield?

Mr. Jupp. Yes.
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Muys. Bovrox. Have you any concept at all of the possibility that the
coal strike is one of the means by which the Communists are moving
in and, therefore, the government is pretty helpless

Mr. Bucx. Yes: I think that is true, but I think that will implement
the definite trend in France for the more sound elements to take over.
This was indicated by the recent municipal elections.

Mr. Jubp. Would you call De Gaulle a sounder element ?

Mr. Bucxk. I would.

Mr. Jupp. Well, my guess is that the Communists are not trying to
take over right now. They are trying to force De Gaulle into power
and then they can really go to town against him whereas they have a
pretty hard time trying to take over from Blum and Ramadier and the
Socialist government.

Myr. Crreerrienp. Mr. Fulton.

Myr. Fovrron. I think you hit one of the erucial points very squarely
that I have agreed upon and have been questioning at times myself;
that is getting the various countries—Austria, Italy, and France—to
make use to the utmost of the assets such as food and the things that
they have themselves.

My point in questioning has been along the line of getting them
what we call inducement goods. If we send wheat over there or buy
it in the Argentine, it may cost somewhere between 4 and 6 dollars a
bushel, but if we get it from France we might get a lot of wheat for a
carton of cigarettes. We might get a lot of wheat for a pair of shoes,
or we might get a lot of wheat for some surplus cotton that has been
made into a fabrie, or surplus wool. We might put in as amenity
coods, some of these surplus foods, that the Department of Agriculture
has bought up and not yet used.

Would you be in favor of working this into this program? Some-
thing in the nature of a barter idea, to buy up some of these goods
that we have here in surplus, sending it over there and using it to buy
the wheat right in France?

Mr. Buek. A barter would be very useful in inducing the French
peasant to part with his farm products; yves, sir. In fact, that is the
thing that would appeal to me most. T don’t think you can do it by
sending food, because the peasant is not interested in food. He would
be interested in farm equipment, clothing, machinery, and so forth.

Mr. Forron. You could use that with the farmer, but in the cities,
in order to release other things, you would use food?

Mr. Buck. Right.

My, Furron. So that you would have a double program of barter.
Do you think that is practical to set up in such a bill as this? That
is the next question.

Mr. Buck. I would have to think about it more as to practicability.

Mr. Furron. But you believe that would be the best way to get it
financed ?

Mr. Buck. Yes: the agriculture area of France wants things. They
do not want money.

Mr. Furron. I can tell you that the same thing is true in Austria
and Germany and Italy.

Mr. Vorys. You have used the term “barter.” The same result
could be obtained if the consumers’ commodities were placed in the
cotnt ry stores at reasonable 1)1*]('@3, so that it would be a sale propo-
sition; isn’t that true, Mr. Buck? That is, you would get the results,
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not necessanh through literal barter, but by placing consumers’
goods in the stores and making them available in the right spots, and
at the ri ight prices?

Mr. Buck. I think that is true.

Mr. Furron. But you would have to have some sort of stock con-
trol, because there are some who are very rich in France and very
rich in Ttaly, and they would buy it all up. So unless you had a con-
trol right to the farmer, or whoever you wanted the merchandise to
reach, T am afraid it would be bought up before it gets there.

Mr. Caiperrienp. Mr. Morgan.

Mr. Morcan. In your tour ()t France did you talk to anybody who
was interested in the pulltlml situation ?

Mr. Buck. Yes; I did. With regard to General De Gaulle, the
consensus, as I got it, was that he is a oreat general, that he has the
best interests of France at heart, but thm, do not know how good a
politician he is. In the agricultural areas, people celtdmlv favor
what General De Gaulle stands for.

Mr. Morcan. What did tlle\ think of the present French Govern-
ment in the agricultural arveas?

Mr. Buck. lhv\ have no use for it.

Mr. BLoom. Will the gentleman yield?

Mr. Morcan. Yes.

Mr. Broosm. De Gaulle has no national government at all. Tt is
only local, municipal government.

Mr. Buck. Yes; but he has civeularized all France, appealing to
the French people.

Mr. Broom. But he still has no national connection at all.

Mr. Buer. That is true.

Mrs. Boruron. De Gaulle’s right hand man told us that his group
Is not a national party, but it is national movement.

Mr. Buck. Side by side on billboards and posts you see the state-
ment by De Gaulle and the statement by the Communists.

Mr, Jaryman. You say the run-of-the-mine folks you saw had no
use for this government, that is, the government that seems to have
gone out yesterday. What did they think about it? What was their
criticism? I am just curious.

Mr. Buck. One criticism is the low ceiling prices; they do not feel
that they want to market their produce at those prices. They dislike
the strikes that are tying up coal, that are tying up industry in gen-
eral. They just do not feel that there is a h[l()l]f_._" government intent
on restoring France to what France was prewar. Lack of confidence.

Mr. Broom. Do they blame the Government for the strikes?

Mr. Buck. I think so. The farmer and storekeeper are working
long hours and they cannot see why industrial workers should not do
likewise.

Mrs. Borron. Neither can our farmers.

Mr. Careerrierp. Mr. Javits,

My, Javrrs. Mr. Buck, may I say that of all people who have appear-
ed here to testify, we consider you as conscientious an observer as
there is in the Congress. I think you are very sincere.

Mr. Buck. Thank VOLL.

Mr. Javirs. So the questions I ask you are designed only to educate
us, because I want to know, too. I would like to “ask you a few ques-
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tions of fact. It isa fact,is it not, that you found no material produc-
tion of consumer goods in France? In other words, the city people
are not doing the same thing to the country people as country people
are doing to them. They are not holding back goods they are making?

Mr. Buck. No; I think there is every inducement on the part of
producers of consumers’ goods to get them into the country.

Mzr. Javrrs. So that there is no agricultural prostration, but there is
industrial prostration ?

Mr. Buck. The industrial prostration is partly due to the destruc-
tion of factories, lack of machinery, and lack of raw material.

Mr. Javrrs. But that is basiec.

Mr. Buck. Yes.

Mr. Javirs. And if that were not the case, you would have an
interchange ?

Mr. Buck. That is right.

Mr. Javirs. The second point is this: You mentioned, for example,
the point of coal. Do you happen to know the coal-need figures? In
other words, do you know the figure as to the amount of coal that
France needs for keeping its factories running 4 days a week and
lighting and heating its homes in the year 1947487

Mr. Buck. I beg your pardon ?

Mr. Javits. Do you know actually France’s deficiency in coal?

Mr. Buck. No.

Mzr. Javirs. Well, it 1s 20,000,000 tons of imports. And do you know
how much of that the United States of America is supplying?

Mr. Buck. No.

Mzr. Javirs. They only supply 5,000,000.

Mr. Buck. Well, I am in favor of supplying coal to allow France
to meet her requirements because 1 think that 1s fundamental,

Mr. Javirs. One other question. You said something about the
army. Would it be your recommendation that French expenditures
for army and navy be reduced, and do you think that would save the
United States money, and, if so, how?

Mr. Buck. I think that if France were to lay up the great Richelicu
and some of her other big naval units, it might not be necessary
for us to supply $9,000,000 of petroleum products.

Mr. Javits. But do you think we would have to supply a great deal
more in terms of military strength ourselves in order to make up for
whatever deficiency was there?

Mr. Buck. I cannot see any use for a French navy at the present
time.

Mzr. Javirs. You see no relationship, then, between France as a mil-
itary power and

Mr. Buck. I am speaking of the navy for the moment. I can see
no justification for France, in her dire straits, to spend money to main-
tain a navy.

Mr. Javirs. Do you say that because you consider navies obsolete
from a military point of view? :

Mr. Buck. No. Here is a nation on its uppers, coming to us with
its hand out, and here are great naval vessels on which she is spending
billions of francs.

Mr. Javirs. The land threat being a threat from whom ?

Mr. Buck. Russia.
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Mr. Javirs. So that your view is a purely military view, really; that
1s what it comes down to, isn’t it? It is a military point of view. In
other words, if you are wrong on the strategy of it, you are wrong,
then, on the whole argument.

Mr. Buck. I do not think I am wrong from a naval angle.

Mr. Javrrs, But if you are, then, the whole point falls.

Mr. Buck. Well, if France must maintain a big navy, then, T am
wrong in saying that she could economize on petroleum products by
laying up the ships?

Mr. Fururon. Would you yield?

Mr. Javrrs. Yes.

Mr. Fouron. You know that France has colonies, do you not?

Mr. Buck. Yes.

Mr. Fuvron. And you know that France has had trouble in her
A frican colonies and far-eastern colonies ; some of the greatest troubles
of the French Empire have been there?

Mr. Buek. Yes.

Mr. Furrox. You also know that the French colonies in Afriea are
one of our major defense keys, do you not, on the western coast of
Africa?

Mr. Buck. Yes.

Mr. Foruron. That is, United States defense key ?

Mr. Buck. Yes.

Mr. Fourox. Do you not think, then, along this same line of ques-
tioning, that it is a necessity for France to maintain her life line which
runs halfway around the world to have a navy?

Mr. Buck. Would not the United States Navy and the British Navy
be in the picture in the event-of great French naval needs?

Mr. Lopee. The British Navy is not in a position at all to sub-
stitute for the French Navy. Neither is ours. There is no question
about that. We would have to expand our Navy in order to take over
whatever the French were not in a position to undertake.

Mr. Buck. I cannot conceive personally of a situation where the
French Navy would have to be called into active use.

Mr. Forron. In French Indochina or down there in Africa. Do
vou not. think it would be a little anomalous for the American Navy to
be acting against French navals? ‘

Mr. Buck. Who in Indochina is going to bring a naval engagement
against France? _ _

Mrs. Borron. The French might have to send a battleship down to
protect an island or city or an airfield, might they not? tre-

Mr. Javirs. I have just one other question. it is a fact, 1s it not—
the gentleman, I think, is quite aware of political realities—that there
is a point at which we would not want the French Government to be
so courageous that it might cause its downfall and be supplanted by a
Communist government, even though we might think it should take
measures to strengthen itself in certain areas. After all, they are in
France and we are here. They know a little bit about what goes on
there in their country. There is a point, will the gentleman agree,
that we would rather have the present Government be not too strong
and remain rather than fall and be supplanted by a Communist
government ?

Mr. Buek. I do not think the present government would be sup-
planted by a Communist government. It would be supplanted by a
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gover nment far more to the r ight than anything they have had recently..

Mr. Javrres., And does the gentleman feel that that government far
more to the right, let us say a "De Gaullist government, would, in turn,
not be supplementml by a Communist government ?

Mr. Buck. Having in mind that about 50 percent of the French
people are agricultur alists, I am not particularly worried about France
gomg ommunist.

Mr. Javits. Then, would the gentleman say that it is fair to cer-
tainly put a qnntlvnt upon the <feutlenh111 s observations based on hig
own political beliefs?

Mr. Buck. That is true.

Mr. Careerrierp. Mr. Lodge.

Mr. Lobce. Mr. Buck, T was tremendously interested in your re-
marks about the French situation because the French situation is one
to which I have given a great deal of thought and attention over quite
a period of time, and while I think it is twmemlnusl\‘ interesting and

valuable to have talked with the people of France, I also think it is
very valuable to be on an official trip and talk to political and mili-
tary leaders.

Mr. Buek. I agree.

Mr. Lobce. T was not in France this particular year as long as you
were, but I did have occasion to go rather deeply into political
guestions. As politicians ourselves, it seems to me that we must have
great sympathy with what the French politicians are sincerely trying
to do. You mentioned pleasure driving; and I would just like to
point out that while I was in Paris there was supposed to be no gaso-
line on sale, and yvet the streets were full of automobiles. This is due
of course, primarily to the fact that the scarcer a thing is, the more of
a black market you have. That was our experience in this country.
That is the reason some people were against the Office of Price Admin-
istration, because they thought it Hlnppml production and created a
black market. I per snn.llh do not feel that the fact that you have
breaches of the law through the black market, by way of pleasure
driving. is sufficient reason for withholding any aid on our part.

You mentioned that they could save money on their bureaucracy.
That, of course, is perfectly true. And we are certainly in a position
to appreciate that in t]llH country where, in certain instances, we spend
between eight and nine times as much for the same operation as the
French spfmd. I can refer you specifically to the question of mental
hygiene. We have a department in this country, in Washington, which
absorbs eight times as many people for ex xactly the same operation as
the Frenc ll absorb. So that sometimes they are ahead of us in bureau-
cracy.

Of course, as to the army and navy, I believe they should both be
increased at this time, particularly the army. My conversations with
the Chief of \tlﬂ of tllo French Alnu and the Cnmnmndel in Chief
of the French Navy led me to believe that it would be a good invest-
ment for us to follow the French to maintain adequate forces with
which to deal with their troubles.

It seems to me that what we have to do is to bolster the French
Government to the point where they will be able to afford such
courageous political maneuvers as you advocate. The very reason
they cannot make them is because of the lack of a constructive alterna-
tive.
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Mr. Buck. I do not think that is the only alternative. I think the
tendency i France is rather to the right than to the left.

Now, if I could come back to the glmlme problem, it is true that
gasoline is short in Paris. It is also true that there is an official black
market. I could buy gasoline in any gas station in France without
coupons if I would pay the additional price.

Mr. Cureerrierp. That is right.

Br. Buck. In Brittany I was not even asked for coupons.

Mr. Lobge. We have had black markets here, too.

Mr. Buck. Yes; but regular price for s_:asulmv in Brittany, without
coupons. The farther you get away from the big cities, the less Gov-
ernment regulations apply.

There is tremendous pleasure driving in France. England has
eliminated pleasure driving. 1 do not see why we should give gasoline
to France as long as their people can embark on l)l&‘(l“ﬂlllt‘ driving.

Mr. Lobes. To my mind, of course, the whole point is, as Mr. Bloom
hrought out that the ([llt“ntlﬂll of American national security is at stake
here, and our choice is rather limited. If we do not do this, or if we
do cut this down to the point where we will weaken the anti-Commu-
nist forces in France. Where does that place us, it France goes com-
munistic? And, of course, I do not agree with you as to the lack of
danger of an internal coup in France. T think the danger is very real,
hased on the conversations which I had, not so much with the white-
collar men, the farmers, the industrial workers, as with the politicians,
the Government leaders, the army generals, and the navy admirals,
and the police.

Mr. Buck. Of course, they are biased.

Mr. Lopae. Based on that, and also on some other information, I
would say that the danger of an internal coup, or an attempt to take
over the French Government by internal force, is very great, and
that is precisely the reason why the people have flocked to De Gaulle.
Out of fear.

Mr. Buck. Of course, if T were a French Government official, and
I had been restrained by political reasons from taking certain drastic
steps that would be unpopular, I would certainly try to get the United
States to put in everything that I could get in order to bolster my
weak Government. I say that ev ery oflic ial of France has a bill of
goods to sell, which bill of goods is to get everything he can from
America.

Mr. Lobce. 1 would agree with that, except that T would add this:
That it is a happy coincidence that we have the sane interests as
France. In other words, we are interested in France’s survival now
just as we were during the war, and, therefore, there is no divergence
of interest, there is a coincidence of interests, which it seems to me is
a very important thing to consider.

Mr. Buek. The whole point of my argument is that if we can force
or induce France to set its internal house in order, then, we will be
bolstering onrselves and France against communism to a greater extent
than as ﬂmnuh we merely hand out what they need, and let the bad
internal situation continue.

Mr. Lopee. T quite agree with that. T think we should so induce
them. T think it is a question of whether you will induce them by
withholding aid. Thank you.
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Mvr. Javrrs. May I say I agree with that statement, Mr. Buck.

Mr. CurperFieLp. Mr. Maloney. Mr, Buck, in discussing the wheat
shortage, you attributed this shortage to the frame of mind of the
farmer and the lack of value of the franc. Now, have you taken into
consideration the drought and the bad winter they had last year?

Mr. Buck. I do not know anything from personal observation about
the bad winter. I did carefully observe the matter of the drought.
As to the part of France through which I traveled, the only area
where I saw evidences of drought was in the section that lies between
Paris and Switzerland. Other areas of France showed no evidence
of drought. Pastures were green and rivers were full of water. I
think the drought has been grossly exaggerated, as far as France
is concerned.

Mr. Maroney. We heard differently. 1 don’t know.

Mr. Buck. There is the best argument in the world on the part of
French officials for us to pour wheat in there. Did they talk to you
about the fact that French peasants would not sell wheat? Probably
not.

Mr. Mavoxey. I do agree with you to a point, but I still feel the
drought and bad winter had a great deal to do with it.

Mr. Bucr. I will agree that it must have had something to do with
it, but I think it has been exaggerated by French officials—and it
1s easy to understand why they exaggerated it.

Mr. Jupp. Are there not official figures on that?

We were told that the crop was to be only a little over a third of
normal. We got various estimates from various people, but none of
them got up to as high as half the normal crop.

We were told by officials of the French Government that there was
a 20-percent reduction in the planting this year below normal or aver-
age years, and that certainly is a factor. But we were also told that,
on the record, this was the lowest wheat crop in, as I recall, 133 years.
That 1s a matter of actual statistics, is it not? We do not have to
guess.

Mr. Buck. Well, my understanding is that agrieultural statis-
tics of the French department of agriculture are very sketchy and
very deficient. That was also confirmed by the Herter committee in
its report. The French peasant 1s just not giving out information
if he can help it.

Mr. Mavoney. That is all.

Mr. Juop. I think Dr. Elliott had a question.

Mr. Evuiorr. I merely wanted to underline something which Mr.
Buck has said, because it certainly bears out some of the reports.

It 1s fair to put in about the failure of both France and Italy, and
other countries, to mobilize their own resources, particularly the grain
resources, and the excessive animal populations, and so on.

And, on that basis, I can put in, it the committee wants to do it,
certain cuts in appropriations that might be made. But looking at it
as a student of politics—and I have lived in France a great many
years; I went over there and fought the First World War there and
stayed there, and I suppose I have lived in Europe as much as most
people in this country—I have been very much worried by these
things—and these are the questions I would like to put to you.

There actually is not a government in France at the present time.
We are looking at the elections coming up next spring, are we not ?
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Mr. Buck. Yes,
Mr. Exuorr. I share your views that probably the De Gaullists are
gaining. The trend is in that direction, and it probably will occur.
lfiut in the meantime, whatever government 1S going to exist 18 from(*
to exist on such a slender mar gin that it cannot do these thlll“"b 111
this brief period of 3 or 4 months that we have between us and the
elections without perhaps risking very large issues.

Now, would it be possible to put into this bill, in some way, either
by increasing the percentage of off-shore purchases so that we could
ourselves go in and buy some of this wheat—and in that I see no
reason wln some barter _program or some attachment, through certifi-

cation to the consumers’ goods, fertilizer, farm m(uhmmy, and so on,
might not be put in—so ) that we could actually get this wheat out
of the people ?

My second point is the economic probability, with which you are
thoroughly familiar. Any government in France has got to hold
down the cost of hwng, otherwise the wage situation unmedlate])
reflects that by giving a justification to the Communists in these
strikes, which gets them a lot of support from people who are not
Communists at all. That is what we are scared of. That is what
you mean by strong measures, is it not?

Mr. Buck. Yes.

Mr. Erviorr. How can you do that by paying the farmer more for
wheat than the black market operation? The strong measures would
probably kill every overweight hog you have. Overweight hogs are
suffering in this country. r,lhe are being put on the market because
they eat up a lot of grain.

Mr. Buck. Well, what T have in mind by strong measures would
be, for example, to curtail the use of petroleum pmdml% to, if neces-
sary, exact a capital levy on farmers in order to force them to market
some of their livestock.

Mr. Evuiorr. Well, now, look at that politically very carefully. The
only strength of a government that is going to make headwav against
the industrial workers s, who are controlled by Communists, though I
do not think they are predominantly Communists in their pohtlml
Jeanings even though they vote a substantial percentage of the French
vote—If you weaken your support out on the farms in this interim
period before we can get a test of strength next spring—when I think
the test is likely to come

Mr. Buck. But, possibly, the sooner this government falls com-
pletely, the sooner we will get a sounder gov ernment.

Mr. Eviiorr. That may be. But in the meantime, if you are antago-
nizing the elements of support which are politically the base of the
kind of government both you and I want to see in France, I wonder 1f
the method is 1 ight. Later on, I think it is, and it is the biggest ar
ment that T can think of that the Herter committee Sllml'u%t(*ﬁ 11‘1mely,
an instrument that can do all this toughly, because you can’t go over
there from government to government and talk to France and tell
them they have to do someilnnr‘r But if you hand out these supplies
then you can do an awful lot of these things which right now are so
difficult to do in the interim aid.

You see, I am looking at my own recommendations, wluch are sub-
stantially like yours.
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Mr. Cureerrierp. I am going to follow them.

Mr. Evviorr. Well, I am atraid of them. I have warned you against
them. And I warn you against them for the very reason that these
things, looking at it from the point of view of the timing, it is my
dut\ as a staff member to put up to you the very thnurs Mr. Buck
has said, and I do not think you will find much difference between
my report and Mr. Buck’s, and yet, politically speaking—and that is
what you gentlemen are here to judge, and after all I am a student of
pniltl( s and T have spent my life studying these things—I am scared
to death of pursuing the kind of immediate tactics that would seem
to me entirely indicated in the long run.

If you do not get that situation stabilized vou are not going to get
puullu tion out of the country. You don’t stabilze it by inc reasing the
inflationary pressures, which would be done by allowing the wheat to
be sold at three or four times the existing price. If you do not subsi-
dize it in some way and hold down the cost of living you will not get
results.  Your price structure already costs the industrial workers
as far as the Herter committee’s report shows, something like 100
percent of his daily wages.

Mr. Buck. I think that is right.

Mur. Errrorr. Going back over that, you are going to have a wave of
strikes—in this very period. Do you see my point? If you could just
hold down the cost of living, by any kind of subsidy, T believe that
would be helpful. What I am thinking about, sir, is this: Consumers’
goods, plus those blocked francs. If we could use those blocked franes,
and attach to those blocked francs a certification to the effect that they
can be used only against these consumer goods, and issue the certificate
along with l]um—lmnul\ that they could be used to buy nitrates,
fertilizer, and so forth—you might be able to get more of this wheat
out of the French farmer than vou would by trying to put a capital
levy on them.

Mr. Cuareerrierp. May T ask a question? Have you read Henryi
Hazlitt’s Dollars Saving the World ¢

Mr. Erviorr. There 1s nothing wrong with his reasoning so far as
the dollar saving the world is concerned, but there is a big gap in his
reasoning if you talk about stabilization of currency all over the world
throngh production. I think that is where his reasoning goes off.
You cannot expect these countries to do that with the kinds of gov-
ernments they have. It is absolutely idle to talk about strong govern-
ments in countries in the position of France and Italy. Ihv ~do not
have them and they cannot get them until the next election. The
party structure is now, as you know, in the period of formation in
those countries.

Mr. Careerrienp. Thank you very much, Mr. Buck.

The committee will adjourn.
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FRIDAY, NOVEMBER 21, 1947

House oF REPRESENTATIVES,
Coanrrree oF FOREIGN AFFPAIRS,
Washington, D. C.
The committee met at 2: 30 p. m., Hon. Charles A. Eaton (chair-
man) presiding.
Chairman Earox. The committee will be in order. Mr. Case, we
are glad to have you with us and should be glad to have your statement.

STATEMENT OF HON. FRANCIS CASE, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF SOUTH DAKOTA

Mr. Case. Mr. Chairman and members of the committee: My ob-
servations will be limited to that portion of the matter before you
which deals with emergency aid for Austria. I was in Austria Sep-
tember 17, 18, 19, and 20 as chairman of the Austria-Germany sub-
committee of the Select Committee on Foreign Aid. What I am
about to say, however, I am saying on my own responsibility, for it
has not been discussed as a subcommittee position with the other mem-
bers. They are, however, Mr. Vorys, of Ohio, of your own committee;
Mr. Vursell, of Illinois, Mr. Cox, of Georgia, Mr. Brooks, of Louisiana,
to whom I refer you for further opinions or data, if desired.

My own opinion is that additional aid for Austria is not needed in
the interim bill. This is based upon the following considerations:

First, that no mention of additional funds as immediately necessary
was given to our group in Austria either by our own representatives
or the Austrian officials.

Second, that the only reference to a possible shortage in funds avail-
able, which T can find in my notes, relates to a ]m«ml;lv deficiency of
$13,000,000 1f nothing were done to clarify the inspection requirements
of last year’s act, Public, No. 84, authorizing aid to war-devastated
countries. This deficiency can be met either, first, by an interpretation
or a stipulation that the physical inspection of each relief delivery is
not required, if permission to make it is granted by the : autonomous
Austrian Government. and if our representative in charge is fully
satisfied that the supplies are being used as intended ; or second, by a
clause in the bill similar to that which T understand the Senate com-
mittee already has endorsed, which would have the same effect.

The third consideration is 'that even if r ising costs have ereated addi-
tional demand for funds, there are economies available which will meet
much of that demand.

And fourth, that any interim emergency before action on the gen-
eral relief program could be met if the Austrians were to use a por tlon
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of their share of the so-called gold pot of $40,000,000, which they have
received as their share.

I understand that the suggested figure for additional aid to Austria
1€ MB.H( )0,000. Obviously the $40, 000,000 of the gold pot would almost
offset thal amount, regardless of other DO&blb]lltleS

Is there any reason why Austria should not consider using that
fund? Was it not made available in the first instance so that Italy
and France could use it; that is, to meet their emergencies? Among
the economies that should be considered are these:

Turning the DP camps over to the Austrians themselves to admin-
ister. Dr. Joost, the Austrian Minister of Interior, told our com-
mittee that ‘ldministrat.ion of these camps by the Austrians would be
considerably less. When asked how much more it cost the United
States to administer otherwise, he said, “five times.”

Second, shipment of coal into Austria via Trieste instead of
Bremerhaven. The testimony was that the freight is $3 per ton
more when it comes via Bremerhaven.

The question also should be asked, why the quota of funds for
Austria in the first quarter of 1948 is put at only $16,000,000 out of
the foreign-relief program, whereas the allotment in the final quarter
of 1947 was $47.000. 0()0

The further question should be raised—and I presume some justi-
fication has been brought before your committee on it—as to whether
the caloric diet should be increased in Austria. The request has
been made, I believe, that it be raised to 1,800 calories. The basic
caloric diet in Germany is 1,550. I believe the data before you sug-
gests that the estimates are based upon a 1,700-caloric diet. I do not
know just what comnsiderations are responslb]e for suggesting that
we raise it to 1,700, but on the basis of costs for increasing the caloric
diet in Gelmanv it would appear that the cost of increasing the

aloric diet in Austria from 1 000 to 1,700 would be about $24,000,000.

That concludes my stqtement unless you have some questmns

Mr. Vorys. I see that the pot 'of oold outlay for Austria is not in-
cluded in the State Department’s table of available resources on page
6 of their statement, but it is discussed on page 9. I wonder what you
think of the discussion on page 9, Mr. Case ?

Mr. Case. I have read that Mr. Vorys, and I did not think that it
presented any convincing reason why it should be considered. As I
recall, the pot of gold was to be made available, or was made avail-
able at the time that it was, to make it possible for France and Italy
to meet an emergency situation. If France and Italy were e\pe(tod
to use their share in the pot of gold for meeting emergencies, I do
not know of any logic that would say that Austria should not do
the same thing.

Mr. Maroney. I want to state that in 1936 the Austrians had
$46,000,000 to support their currency at that time. Now, recently,
they have not had anything, and is their currency better now be-
cause they have this $40.000,000%

Mr. Case. The currency situation in Austria, Chairman, is
fantastic. $40,000,000 worth of gold will not lm\e 11111011 effect on 1t
one way or the other. The m()netmv situation in Austria is such
that its improvement and change is essential in my judgment to
meeting the Austrian problem, but T think that is a part of your
long-range program : dll(ll not. part of your emergency program.
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Chairman Eatox. Right.

Mr. Case. The official rate, if I recall correctly, is 10 to 1, shellings
to a dollar. The black- marl\et rate, however, is about 100, or 109 to 1

Mr. Javirs. How much would actual]v be saved in money if the
Austrians ran the DP camps?

Mr. Case. As I recall, the cost of operating DP camps in Austria
during the past year was $70,000,000. With the increase in cost it
was estimated that for the first 6 months of this year it would be
$42,000,000. Now, if Dr. Joost was correct in saying they could oper-
ate them for one- fifth of what the Americans’ used, obviously you
would save 80 percent of $42,000,000 in each half of the fiscal year.

Mr. Javirs. Was that $70,000,000 the cost of the Austrian Gov-
ernment ?

Mr. Case. He gave that as a general statement about the over-all
cost of operation.

Mr. Javirs. I would like Mr. Case to explain this to us, because it is
a fact that some of the camps in Austria are run by the IRO ; some of
them are run by our occupying forces, and some are run by welfare
agencies like the American Joint Distribution (ommlttee I just
wonder whether he has given us any description that would fit the
situation accurately.

Mr. Case. I think there are 100,000 of the 500,000 DP’s in Austria
living in the camps. The rest of them are on the general economy.

Mr. Jupp. I cannot figure out how you can say thev could do it for a
fifth of what we are d()h}g it for. That discrepancy is so enormous
that it is hard to understand.

Mr. Case. It was rather striking, but we questioned him back on
his statement directly, and that is what he said.

Mrs. Borrox. Did he give you any figures, where they would save,
and how they would do it differently ¢

Mr. Jupp. That is a tremendous difference. After all, supposedly
most of the costs of a DP camp go for food, and you cannot reduce
the price of food 80 percent. T hat is so star tling I think it ought to be
elaborated on a bit.

Mr. Case. For one thing, if the Austrians operated them, they would
all be subject to the Austrian law which requires those in the DP
camps to work.,

Mr. Juop. Are they operating any camps themselves now, the Aus-
trian Government ?

Mr. Case. I do not think so.

Mr. Juop. So they do not know for sure. That is a mere estimate.
Do you have any fioures as to what it costs the TRO, or the private
welfare agencies as compared to those operated by us? ?

Mr. (‘\ar The figures in my notes are here. For 1946 the costs
were $70,000,000: 1()1 the first half of 47 they were $42,000,000.

Mr. Jupp. What I would like to know, if you have the figures, is
how much more does it:cost our military government to take care of
10,000 DP’s than it costs, for example, the private relief agencies, or
the TRO to take care of 10,000 DP’s?

Mr. Casi. The IRO was only taking over when we were there.

Mr. Lopce. As I understand it, the total amount available for TRO
18 $115,000,000, which includes ‘i»"&__*’){)() 000 from us; is that correct ?

Mr. Case. That is correct

George C. Marshall Foundation, Lexington, Virginia




316 EMERGENCY FOREIGN AID

Mr. Lobce. How will we make that suffice if $70.000.000 of the loan
goes to Austria?

Mr. Case. I donot know about that. These are the figures that they
gave,

Mpr. Careerrierp. Mr. Chairman, I notice Mr. Mansfield is now here.
Mr. Case, I wish you would repeat your statement so far as it concerns
the need of appropriations at this time for interim aid to Austria.

Mr. C\sl* My statement was that on the basis of such information
as is available to me, there was no need of emergency aid to Austria
n tho interim bill. That was based, first of all. on | the fact that neither
the Austrian officials nor our own military government at the time
that we were there, in September of this year, made any such state-
ment to us. The only reference that they made to a possible deficiency
was to a $13,000,000 which might be necessary to supply the foods
which might otherwise come tmm the Russian zone in Austri 1a, but
which were not forthcoming because of our requirements for lll'--l)e('
tion, and since the Russians were not agreeable to our going in there it
was assumed that they could not meet he requirements of Public No.
84.

In.the discussion of that, both with General Keys and with the rep-
resentative of the Administrator. Mr. Gibblin. the United States
adviser on United States relief in Austria, I pointed out that that
restriction which appeared in Public No. 84 was repeated in the appro-
priation bill last summer, and not merely with the express knowledge
of General Marshall and Secretary Lovett but-with their recommenda-
tion. in fact.

Moreover, T asked General Keys whether or not in his judgment
there was any question about the food or supplies being properly used
1f it went into the Russian zone, and whether or not it \\nuhl be a good
trade for us to let that food go in there in return for the 111(11,&1’91101!3
foecd which would come out of the Russian zone.

He said in his judgment he thought that the purposes were fully
met and the food would come from tho Russian zone; in fact, it could
be put up on a reciprocal basis.

At the same time, the general position was that Austria has an
autonomous government, even though a treaty has not been made with
it. Austria lma its own government, and it occurred to me that the
purposes and the intent of the law might be satisfied if we had a full
and complete promise of the Austrian Government to make the i inspec-
tion. If both our representatives are satisfied and the Austrian Gov-
ernment was satisfied and it brought $13,000,000 more food, some
clarification of the requirements in Public No. 84 could be made.

I understand the Senate has proposed some language to do that.

The Cramrman. Have you anything to offer, Mr. Maloney ?

Mr. Mavroney. I can only say that when I was in Austria, General
Keyes made no ktlt(lllll]f of any need for interim aid there—none
whatever. That is rather on the negative side, but there was no state-
ment made by him indicating that any mtellm ald was needed.

Mr. Jonksan. General Balmer said yesterday, with all the chips
down, that they could get along until the middle of February without
any interim aid.

Mr. MaNsFIELD. Perhaps it might be well to say in that respect that
General Balmer was going on the supposition, I believe, that there
would be some way whm e.by the $16,000,000 which had been diverted
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from Austrian funds under Publie, 84 could be brought back into the
kitty for use in that country. I am quite certain, from what General
Balmer said—by the way, he is Deputy High Commissioner

Mr. Case. I met him over there and was with him for some time.

Mr. Maxsrierp. General Balmer is very seriously concerned about
the proposition and that the $42,000.,000 will be just enough to keep
the Austrian food economy going until about June 1, at the latest—
somewhere around there. And he is very much concerned about the
situation as it exists. He came before this committee and talked to
us about half an hour, and questions were asked for about an hour.

Mr. Case. If T may, Mr. Chairman, I would like to say that the
statement of General Baumer with respect to the supply of food until
February corresponds with the statement which appears in the in-
formation and background before your committee at the top of page
9, where it says that if the $16,000,000 is available at the beginning
of 1948 it would suffice to procure food for Austria only until earlv
in February.

Myr. Verys., Mr. Chairman, I would like to repeat what T said in
the ['ml)lu hearings when the question of the Austrian situation came
up. giving the reasons why there was no report pending from the
Anstrian subcommittee of the select committee.

I said that the German-Austria subcommittee when in Austria re-
"oiwtl 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 presumed by
the subcommittee that no immediate report would be necessary.

That is one of the reasons why there is no subcommittee report.

But I think, as has been noted, all of those who were in Austria in
September got the same impression, that there was no need of a char-
acter that would require consideration at the sepecial session. Perhaps
there have been developments since we were there.

Mr. Case. There is one thing, Mr. Chairman, which occurs to me,
which I think should be said in justice to the whole Austrian situation;
and that is that there has been a tremendous lag in the procurement,
particularly with respect to seeds. I do think that in measuring
funds for Austria, some consideration should be given to the procure-
ment of seeds in time so that they will be avail: able for proper planting.

Last year we were told that some of the UNRRA money which went
for seeds did not bring the seeds to Austria until August and as a
result they were useless as far as the harvest last year was concerned.

In your detailed examination. I think consideration of that seed
problem is worthy of your .ltlvntmn

Mr. Vorys. Just one more word on the $16.000.000 from the foreign
relief program. The testimony we have had during our hearings from
Mr. Dort, who was administering that program, was that this ‘hlh 000.-
000 is part of the last mlnl)h"‘dfPtl and unallocated amount i the
$352,000,000. He spells out \\hew all thv est of it either spent, allo-
cated, or nhhudlwl <o that the reason it is so small is that there was not
any more in the appropriation, according to Mr. Dort. And since it
has been determined that this $16,000,000 is part of the balance in
the so-called children’s fund reserve, it would not be available.

The reason for the figure being so small, according to Mr. Dort, was
not because the need, the quarter 1y need, differed so much from the fall
quarter, but because there was not any more money.
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Mr. Case. Or because the money that was originally proposed for
Austria had already been allotted or that the portion of the money
which was to have been allotted to Austria in the third and fourth
quarter of the fiscal year had been diverted to some other country or
purpose.

The Caamrman. Mr. Jarman, have you any questions?

Mr. Jarman. Mr. Chairman, I have no questions. I am sorry that
I arrived just at the tail end of the distinguished gentleman’s re-
marks. Had I known he was going to be a witnesss, I should have
been a little earlier, so that I might have profited by his statement.

Mr. Case. Thank you.

Mrs. Borron. Mr. Chairman, T wanted to bring back to our memo-
ries what Mr. Lovett said here, that things are moving with such
rapidity, that countries we thought yesterday were all right are today
coming 1n with definitely changed situations. It might be possible
that September is a long time ago in Austria ; maybe not, but I simply
wanted to throw that into our discussion of this general matter.

Mr. Maxsrrern. I should like to make a request of you, Mr. Case,
and yonr committee, and that is that you and the committee meet with
General Balmer, who is very much concerned about the Austrian sit-
uation, and talk additional details with him. He has been back in
this country only a week.

Myr. Case. I should be very happy to, if the other members of the
committee agree.

The Cmairman. If there is nothing further, thank you very much,
Mr. Case.

STATEMENT OF HON. E. E. COX, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF GEORGIA

Mr. Cox. Mr. Chairman, I wonder if you would permit me to make
an observation ?

Chairman Eatox. We should be glad to.

Mr. Cox, I did not hear Mr. Case’s statement, and that I regret. I
hope he spoke to you in the raw, with complete disregard of the
demands of diplomacy calling for the use of soft words.

The story that we hear as to hunger and nakedness in Europe has
not been exaggerated. But I want to say to you that if this interim
relief that you are providing, and this long-term aid that is spoken of,
if you expect to get value received for the money that you put into the
enterprise, then there is necessity of your setting up an organization
responsible to Congress to administer the funds.

Our situation is critical. It is the result of the blunderings for
which we are responsible. There has been appeasement everywhere.
We found it even here in the State Department a few days ago when
they reversed their position with regard to the dismissal of security-
risk employees.

It has brought us to the very brink of ruin. Germany is the heart
of the whole European problem. We may not like to say it, but we
need Germany as badly, at the moment, as Germany needs us. Maybe
it is not politic to say it, but it is the truth, and the story ought to be
made known to the people.

If the spiritual will found in Germany to survive breaks—if Ger-
many should, in her hopelessness, turn to the east, then there is no
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power this side of Heaven that could keep western Europe from fall-
mg over itself and going in the same direction.

With that lmpppnmu’ 1t would not be long before we would be
completely encircled and wake up to find ourselves confronted with a
hostile world organized against us by Russia. So one of the important
tasks that you have at hand, one of the big questions that you must
decide, is who is to administer the fund that you are providing.

Although there has been improvement in the State I)k"])dlllllent the
I)emltuwnt My, Chairman, is still somewhat suspected. If it is left
in the State Department, the same crew that has been steer ing the ship
of state, that has been doing our thinking and our acting, “will take
over. The old erowd is in town in full force. There is lots of free
money that is about to appear and this same crew wants to handle it.

That is a big question, Mr. Chairman, and I hope that whatever bill
comes from this committee will carry a provision for the setting up
of an entirely separate agency. I do not want the State ])epaltment
completely eliminated ; I “do not want the State Department, with all
the flexibility of the law they insist upon, to be given carte blanche
authority to do whatever they wish. You have to bring a little more
common sense and a little more just common, honest Americanism to
bear upon this proposition if you are to expect best results.

Mr. Jupn. May 1 ask our colleague a question? You will remember,
sir, when you appeared before the House and assured us, on the basis
of your own knowledge and spml\m;_r advisedly, as you put it, that
conditions had been improved in the State I)vpntmvnt and we could
go ahead with ((}Ilhllt‘lltk‘ Are you reversing that opinion?

Myr. Cox. No; I am not reversing that opinion. The State Depart-
ment has steadily improved, but the State Department is a tremen-
dously big organization, and the people who have headed it—and I
mean no criticism—have been little more than painted fronts. You
know that.

Mr. Ricmarns. I think there is a misunderstanding on the part of
Mr. Judd. When you made those remarks, you were talking about
the information program.

Mr. Cox. That is right. T plead for it

You found a cartoon in yesterday’s I’ml which carried my idea.
The Voice of America is just a little faint squeak in the wilderness.
The Russian program is booming 24 hours out of every day, and it
makes the [United States look ridiculous. And you are not going to
cet the full benefit of this money unless you can tell the beneficiaries,
the people of the world, where it comes from.

Now, we talk about relieving suffering peoples in those broken and
war-torn countries of the world, and that is all very fine. But we are
not making this investment for reasons of that kind. This money is
an investment made for security. Personally, I want to help on purely
humanitarian grounds, but as a Government you just cannot do that.
You cannot ]usl ify the pouring of these billions into this engagement,
this undertaking. or entelpnw except on the ground that you are
doing it as a matter of security. And I do not know whether it is
going to save Europe or not. I am afraid not.

Mr. Ricaarps. 1 generally agree with what the gentleman said
about setting up an mwun/..ttmn but you realize this partlcultu bill is
for

87810—47——21

George C. Marshall Foundation, Lexington, Virginia




320 EMERGENCY FOREIGN AlD

Mr. Cox. I know.

Mr. Ricaarps. Wait a minute—for about $600,000,000 and for three
countries, and would that justify setting up a new organization at this
time ?

Mr. Cox. The agency into whose hands you put the administration
of this relief fund, this interim aid, if you do not mind, will be the
agency that will administer the long-range program, and that ought
not to be the State Department.

I can give you many, many reasons why 1t should not happen.

We have been pulling and pushing in our European program as
we have been pullm and pushing here. There has been a lack of
consistency everywhere. We talk about saving Germany because we
need Germany, but at the same time we are destlo\mrr her means of
production ; and production is what Germany needs, production 1s
what Europe needs, production is what must be had if they recover.
And vou cannot have a recovered Europe in the absence of a revital-
ized Germany. We may just as well make up our minds to that.

The Morgenthau plan—insane, wicked, and stupid as it is—has
brought us many troubles, many problems, Mr. Chairman, We ought
to have the courage, the decenc y, and the undentam]uw to admit the
errors that we have made and set about doing in the American w ay.

The truth of the business is that just one ‘act of simple, common,
human pity would pay a greater dividend in a greater part of this

war-torn world than the money that you are going to spend.

Chairman Earox. Your political leader has just aruved so you had
better go pretty slow.

Mr. Cox. 111019 could not be found a person more completely dis-
regardful of the political consequences of what he has to say than I am
at the moment, because I realize that we are in peril and ‘that unless
we can save western Europe and stop Russia, it is not going to be very
long before liberty will perish from the face of this E‘dltll

Chairman Eatox. The Chair agrees with that statement 100 percent.

Mr. Vursell, do you wish to say anything ?

STATEMENT OF HON. CHARLES W. VURSELL, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF ILLINOIS

Mr. Vurserr. I agree with everything that Congressman Case has
said as to the conditions that we found, and the information we aot,

‘Mr. Cox. What about your other cullellnm, on this uummttvv’

"Mr. Vurserr. I am 100 percent with my colleague, Mr. Cox, that
the Morgenthau plan has held back the recovery of Lumpv

I do not think any sane person that has ever been over there would
questum that statement.

Furthermore, I agree that as soon as we can, whatever relief is ren-
dered in Europe in the future, it better be set up and screened and
directed by some sort of a corporation rather than allowing the old
crowd, as he says, in town, who are doubtless ready to take over the
responsibility of saving the world and employing ‘themselves at the
expense of the American publie.

I was out of my office for a change, and was just notified about 5
minutes before I came here, down in the House restaurant, that some
testimony might be wanted in reference to Austria from our subeom-
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mittee, so I must apologize for being completely unprepared except as
to what I might say from memory.

Really, I was impressed with the fact that the Austrian Government
was well enthroned and well entrenched and seemed to be on top of
their troubles.

We drove some 100 miles through Austria, and in much of it there
was no evidence that a war had ever happened. The people were busy
and I thought conditions showed a marked improvement over the con-
ditions that we found just prior to that in Germany.

We spent considerable time, as Congressman Case has said, with
General Keyes and the army of occupation and the technicians trying
to determine the most urgent problems that were facing them in the
hope that we might better understand them and make some sort of
contribution to the Congress when we returned. We had quite a long
session with Ambassador Erhardt; and from the men surrounding
General Keyes, our American civilians and officials, we got a report on
the various phases of the economy of Austria, including the problem
of the displaced persons.

I would like to reeall that I think the Chancellor in his testimony
aid it was unfair for Austria to be established as the poorhouse of
Europe. Of course, the DP problem is rather a serious one, but the
thing that impressed me; no one in government, either from Austrian
officials or General Keyes, or Ambassador Erhardt, indicated that the
food situation was such that we would need to send them emergency
relief.

Now, of course, the drought has retarded one of the exports of
Austria, which is hydroelectric power, and the drought has also affected
the growing of crops; yet I found the people in Vienna and everywhere
we went seemingly happy and a little more interested in entertainment,
and there is considerable entertainment of which our committee saw
none, I will have you know.

I was a little surprised to note that they had asked for emergency
aid for Austria. I am notsaying it is not necessary, and we shall look
for further information in cur conferen e with General Balmer.
General Balmer secms to be active and well informed ; at least that was
my observation when we were in Vienna. I had occasion to check some
of our loans with the Congressional Library this morning in looking
for some general information that I thought might be of interest in
considering these problems in the future; and I might just say in con-
clusion of my testimony that I ascertained that since VJ-day we have
oiven to the world in loans through our various institutions, grants,
and so forth, $24.100,000.000. That is quite a sum of money, as you all
know, and that is why I am inclined to not recommend any emergency
relief, or relief of any kind unless it is pressingly necessary.

I think that Mr. Case forgot to say to you that General Keyes with
considerable pride pointed out that we were paying in dollars all of
the indigenous personnel employed, running into many millions of
dollars a year, which was very helpful to their economy. In fact,
I came away under the impression if Russia held still and the treaty
could be consummated which is under consideration in London now,
that Austria might get along with a minimum amount of aid in the
future. I do realize the importance of Austria in our picture, getting
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away from the call of humanity, and I realize it is largely strategic
from the standpoint of the defense of western Eumpv

Having that in mind, I would be willing to go as far along, since
we are playing the game that way, as pu-w]h](' to see that this country
of (hmtrlltv and -tmnu pcnph' were not left to fend completely for
themselves in their opposition to communismni.

I would like to say to this committee it is my person: 1] observation
that the Austrian people are very strongly anti-Communist. 1 might
o a little further and Hl\'—.l]ll] this is off the subject just a little,
but not quite entirely—that in my judgment, badly as Austria has been
treated since the last World War in having her agricultural section of
the country segregated, that with her timber, minerals, and partic-
ularly her water power, if she would try with the same intelligence
in the future as she has in the past, she would not need much relief,
imminent or long-range.

Getting back again to the testimony of the officials of Austria before
our subcommittee, if I recall llfrhrh' there was no reference to emer-
gency relief, but they sought to give a bill of particulars as to what
they would need under the long-range Marshall plan, which, as I
recall, amounted to something like \1..;“('(1{}{}11(10 for a country of
probably 8,000,000 people.

(Discussion off the record.)

(,\ﬂ('l‘ discussion off the record.)

Mr. MansrieLp. Mr. Chairman, I gave Mr. Case a copy of the Sen-
ate bill with that reference as to how food should be distributed in
Austria if the aid program is passed. I wonder if we could have his
comments on that.

Mr. Case. Mr. Chairman, Mr. Mansfield has handed me this print
of a Senate bill amendment. It seems to me, as I read it, that that
would meet the situation very well, which I described, relating to
this $13,000,000 possible deficiency. The language reads:

Provisions of this Aet relating to the United States 'supervision. control, or
observation of distribution ofi suplies made available under this Aect shall not
apply to distribution of supplies in Austria: Provided, That the President shall
have determined upon recommendation of the United States [ligh Commissioner
for Austria that supplies furnished to Austria hereunder are being distributed
under controls such as embodied in agreements between the High Commissioner
and the other occupying authorities of the Austrian Government which assure
compliance with the objectives of the occupation and with the provisions of this
Act which are consistent therewifh.

I think that does meet the situation.

Mr. Chairman, I was interested in this other amendment suggested
by Mr. Fulton, I believe, relating to the stoppage of the {Imnmtlmu
of plants. T understand that the bill vou have before you deals with
interim aid for France, Italy, and Austria and does not deal with
Germany. The language of tlna amendment relates to Germany; and
to the extent that it (lnea I do not see how it would fit into the
situation.

Dr. Ecviorr. Mr. Chairman, T should hesitate to speak for Mr.
Fulton, but his thought, as expressed in the amendment, which the
committee has before it, is that a great many of the shortest items
that we are being asked to supply in interim aid—in the interim aid
program—notably strip and sheet steel, and ingot steel, can be fur-
nished from Germany, if some of these plants are not dismantled.
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Lists of dismantled plants will be duly made available, at the next
meeting of the Herter committee, and it presents a very alarming sit-
uation. Plants which could be producing for the very purposes men-
tioned are now being serapped, and many of them earmarked for
Russia and some earmarked for other countries in Europe where they
would not be available for production under a year or two.

Mr. Case. Mr. Chairman, may I say, as a general proposition, I
certainly feel that the dismantling of the plants in Germany or in
Austria should be subject to review by this committee or an appro-
priate committee of the Congress and that no further dismantling
should proceed until it has been reviewed by a committee of the Con-
gress. That 1s my own convietion,

I feel very much as the gentleman has just said, that the dismantling
of these plants in many instances interferes directly with what we are
trying to do and is costing the taxpayers of the United States a great
deal of money.

One very brief illustration is that of the ball-bearing plants which
are being dismantled. They are not being permitted to produce ball
bearings. Yet part of the figures in the Marshall plan cover money
to supply ball bearings.

There ought to be some coordination between what we are doing
with one hand and what we are doing with the other hand. The pur-
pose—the intent of this amendment—is good. I think the language
of it perhaps should be checked a little bit to see how it could fit into
this bill, since it appears to have relation to Germany.

Mrs. Borrox. Under what agreements—Potsdam or Tehran or
Yalta—are those plants being dismantled? By whose order?

Mr. Vorys. The Potsdam agreement.

Chairman Earox. How far could this committee go in changing
those agreements?

Mr. Vorys. On that subject, Mr. Chairman, while it is not appro-
priate in this interim aid bill, because we are not attempting here to
take care of the situation in Germany and occupied countries, and
while we are including Austria as a so-called liberated country, it
seems to me that it would be quite appropriate for this committee
simply to express itself on that subject generally and to have the
views of the committee brought to the attention of General Marshall
as he goes to London to do the very things that they are talking about
there, to review the Potsdam agreement, with the hope that it can be
followed by a treaty.

In any case, it seems to me that it would be quite appropriate for
the committee to express its considered views, after considering the
facts, for whatever that would be worth, to the Secretary of State in
the present negotiations that are to start so soon, although it might
not be practicable to incorporate it in this bill, where it has so little
effect and where it does not apply to the countries involved.

Mr. Case. Mr. Chairman, I want to thank you and the members
of the committee for your very generous attitude toward us, and for
your courtesy.
~ Chairman Earox. You have been very illuminating and helpful
to us, and we appreciate your coming.

Mr. Vorys. There is just one thought, Mr. Chairman, which I
think may be of interest to the committee. It was a great advan-
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tage to travel with an influential, ranking member of the Appropria-

tions Committee. Is it not a det that the present Army appropria-
tions available for occupled areas are sufficiently under the control
of the Army that interim aid of a substantial character might be
furnished out of those appropriations, as, for instance, the paying
for the monthly cost of occupation w hich Mr. Vursell described?

Mr. Case. Of course, the money that was appropriated to the War
Department for relief and for government in occupied areas did
include some for Austria, ahout $5,000,000, as I recall, to be used
primarily for education, information, reorientation, and so forth.
Austria was to get 't s food aid from the fund for relief in war-dev-
astated countries. But I do not know just what the present status
of that fund is, whether cr not it has been diverted or drawn upon more
heavily bemuse of rising costs, or whatever explanation may be given
as to this other fund with which you are dealing.

The question which T raised at the conclusion of my original state-
ment was that I thought some inquiry should be made as to why
there is only $16,000,000 available for allocation in the first quarter
of 1948.

Mvr. Lonce. It is my understanding that $24,000,000, not $16,000,000,
1s the residue.

Mr. Careerrierp. I wonder if Dr. Elliott could indicate whether he
thinks this amendment should be put into this interim aid bill?

Dr. Evviorr. In my opinion. it should be, and I will tell you why;
but as I am hipped on this subject, T want to put the committee on
notice that this happens to be one of those points on which T am hlpped
like stock piles, and Russia, and a few other things like that. So I
warn you in advance.

You are asking the taxpayers of this country not only to take over
the burden of supporting our zone in Germany but both of the other
zones ; and you are asking them to do it within a month. Mark my
words, there will be a bill in within a month. In the meantime, the
steel that France is asking us for and the steel that Italy is asking us
for cannot be taken out of the steel that we have in this country without
grievous shortages in this country.

There is the steel-making capacity in Germany today that could be
put to work very quickly it any bmlv had the will to do it, much of
which is being removed, and covering these very tightest items: Strip,
sheet, tubular steel, 24-inch pipe line that will mean the difference
between filling L‘umpoan requirements for oil from the Near East or

taking our petrolenm in the course of the longer range Marshall plan.

I have got the list of these dismantled pl(mtq or plan(q to be dis-
mantled. T would like to make it part of the record of this committee,
the plants that are now marked, many of them for delivery to Russia.
The Russians have denounced the Potsdam agreement and are not
living up to it in any particular whatever.

B 1':mnmn Earon. Or any other agreement,

Dr. Evvrorr. Or any other agreement. We are continuing to ship
from that zone at this time, when we are drawing upon our own
economy. Why is it not relevant to say that dmmn’ this period of
interim aid, until this language might be adopted, or unh] this matter
has been reviewed by (‘nnﬂrreqq that the further dismantling of these
plants should not be allowed in those countries to which we are giving
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interim aid? I see nothing irrelevant in that. The question of tactics
is a question of your judgment, not mine; but the administration is in
no position to resist that, because it has to have this bill.

Mr. Jupp. May 1 ask this question, Mr. Case? Assuming that a
case can be made out that relief should be given to Austria, and hav-
ing in mind Mr. Cox’s statement concerning  the way the State Depart-
ment has been administering things is it your ]udﬂ'ment and that of
the members of your subcommittee that it would be better to have the
administration of relief ‘wslst{u](‘e to Austria handled through the
Army rather than this relief set-up?

Mr. Cox. I am sorry that I did not hear the last part of your ques-
tion.

Mr. Jupp. Do you think it would be better to have relief assistance,
if any is prowded in this bill, handled by the Army, or the military
forces in Austria, rather than by the civilian forces under the State
Department ?

Mr. Cox. Let me speak just for myself. I have much greater con-
fidence in the Army in the way they are performing than I have in
the State Dep'u’tment

General Clay is not only a great soldier but a great administrator.
He and his organization are domg a beautiful ]nb Their embarrass-
ment, I dare say emanates from instructions they get from the State
Department.

Mr. Jupp. Is not the Army cqrrymc on something of a relief pro-
eram? T judge from Mr. Case’s remarks that some of the relief is
being handled by the Army. Do we have two relief programs in
Austria, one by the Army and one by the State Department ?

Mr. Case. As I understand it, the relief program in Austria is pri-

marily handled by our High Commissioner, Lientenant General
Keyes, or his deputy, with an adviser from the State Department, Mr.
Gibblin. If yvou bring about any changes, I think—in order to be
consistent, looking at “Austria as an dtlt()ll()m()lh unit—I think we
should expand our agreement with the Austrian Government and put
the relief in the hands of the Austrians, after telling them what you
want done with it.

Mr. Jupp. That would have to be done unquestionably thmuﬂrh the
State Deparament, which would make these bilateral agreements

rather than the Army.

Mr. Cox. Yon will find nothing of the professional uplifter in the
Armv.  What is happening in Europe, and in our program there, is a
repetition somewhat of what happened here durine the denression.
The whole world had fonnd its way out of the denression, when we
were still within the depthsof it. Recovery was deliberately held back
in order that this cockeyed reform, that has reformed us ont of much
of our Americanism, might come along with it. And in Europe
thev are laying stress upon reform rather than upon recovery. That
is the trouble, gentlemen : Stress is being put upon reform rather than
recovery.,

Mr. Jarvman., Mav T ask vou about that cartoon that vou snoke of in
the newspaper, which T did not see, but T can imagine what it was,
comparine the Voice of America, as o small voice. with the voire of
Russia, as a big. booming voice? Yon do not feel that the State
Department is responsible for that disparity, do you?
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Mr. Cox. Noj; but I do feel that the State Department is responsible
for the ]uwmle characteristics of the program. I do not want to
criticize the State Department in the handling of this program, but
the State Department at no time completely freed itself of the influence
of the old OWTI.

Mr. Lobge. May I ask you this: When you were over there you
probably recall that Senator Bridges made an attack on the disman-
tling of the German plants. I rec all seeing something about General
C Lu answering that. As I understood it, General Clay’s position was
(@) that he had to do it because of the Potsdam agreement, and (b) it
1s my recollection—and I share you admiration 1‘:11 General Clay—
that he said that the plants that were being dismantled could not oper-
ate for lack of raw materials, and therefore that it was no loss to us.
Did you gather that from his statement ?

Mr. Cox. I would not be willing to say anything that would in the
Jeast embarrass the general, because T want to repeat that he is a fine
soldier and he is a fine executive.

Mr. Lobce. He certainly is. I was referring to a public statement.

Mr. Cox. As a soldier, he takes orders, and as a soldier he executes
them. If the general were given a free hand and not bothered with
directives dictated by politics he could do better.

Mr. Vorys. Would our colleague, who has given such a splendid
estimate of General Clay’s ability, give us a word or two of background
and tell us what his native State is? 1

Mr. Cox. The general is a product of my State. He is the son of
one of our great Senators. He has made his own way.

Chairman Earon. Thank you very much, gentlemen. You have
been very helpful to us.

The committee will now return to its executive session.

(Whereupon the committee went into executive session.)
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SATURDAY, NOVEMBER 22, 1947

House oF REPRESENTATIVES,
CoMmMITTEE ON FOREIGN AFFAIRS,
Washington, D. C.
The committee met at 10 a. m., in executive session, Hon. Robert B.
Chiperfield presiding.
Mr. Curperrierd. The committee will please be in order. At this
time we will hear Dr. McGovern.

STATEMENT OF DR. WILLIAM M. McGOVERN

Mr. Careerrierp. Dr. McGovern, before you proceed with your
AI atement, for the purpose of the record will you please state your

background and experience?

Dr. McGovery. Mr. Chairman and gentlemen, I think perhaps what
would interest you is the fact that I spent a good deal of my boyhood
in Japan and China and knew tho language quite well. At one time [
was professor of Chinese and .Japanese anuwe in the School of
Oriental Studies. In later years I have HPI\P(] as professor of po-
litical science in Northwestern University and in connection with my
work there have been back to Japan and China many times.

During the war I served as a naval officer with the Joint Chiefs of
Staff and was attached to the Joint Strategic Survey Committee
there and was asked many times about p](llh dealing with Japan,
China, the Philippines, and Korea, of an economic and political
nature.

Mr. Carperrienn. What was your rank in the Navy?

Dr. McGovery. Commander.

Mr. Careerrrenp. Would you state your connection with the Foreign
Affairs Committee?

Dr. McGovery. T was engaged to serve as a consultant to the For-
elen Affairs Committee and the Herter committee. In connection
with that, I went over and spent nearly 2 months in Jd]mn China,
and Korea again. Actually I traveled with the Armed Services Com-
mittee out there and I came back with the Foreign Commerce Com-
mittee. But, of course, in one sense I 10p1(*-l‘nt('(l you gentlemen in
mvestigating conditions. Inc ide ntally, I had the plvasme of seeing
Dr. Jllth] over in Japan.

Mr. Cirreerrienp. There are a number of members of the committee
who are extremely interested to find out what the situation is in China.
I wish you would give us what information you can on that subject.

Dr. McGovery. Y es, sir. I am preparing a written report on the
subject which will be in next week, but I may make a sort of verbal
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summary of the conclusions to which I came. I have also prepared a
report on Japan which will be in the hands of the committee, so 1
shall not deal too much with Japan.

By way of introduction I should like to point out a basic strategic
concept which I learned during the war; namely, any nation or
group of nations that dominates the whole of western Jurope 18 a
potential menace to us, but not necessarily an actual one. In like
manner, any nation that gains control, or any group of nations that
gains control, over the whole of the Far East i1s a potential menace
to us, but not necessarily an actual one. But any nation or group of
nations that controls both Europe and the Far East no longer is a
potential, but an actual menace to us, because he who controls both
Europe and the Far East also controls Africa; and therefore the
whole of the Old World, and the Old World, with its greater popu-
lation and resources, is potentially far more powerful than the New
World.

Because of this strategic concept eastern Asia is just as important
to us as western Europe, and while dealing with relief to Europe it
would be unwise to ignore the problem of what should be done with
the Far East.

Therefore eastern Asia is of great importance directly. In addi-
tion, you really cannot deal with Europe without ]\evpmtr Asia in
mind, because so much of the normal trade of Europe is with the East.

\Lm\ European countries, especially such countries as England,
France, and the Netherlands, depend in large measure upon their tr: ade
with Asia to support their own economy. If the Orient falls a prey
to chaos and anarchy or if it falls int» the hands of the Communists,
our efforts to restore economic order in Europe may well prove com-
pletely useless. That is an additional reason that we have got to
handle the Chinese and Japanese situation as an integral part of the
world picture.

If T may summarize briefly, I might say, sir, that I think the situa-
tion in J.lmn looks very well from the militar y point of view and the
political point of view. The trouble in Japan is fundamentally eco-
nnmic rather than military or political.

In China, on the other hand, you have a situation in which the really
fundamental troubles are esqtntml]v military in character rather than
fundamentally economic. But, before going into detail on this matter,
I should like to eall to your attention cer tam general factors that are
likely to influence the course of events in China. There are certain
favorable factors in regard to China, and there are certain unfavor-
able factors. I want to deal, if I may, with both those favorable and
unfavorable factors.

One favorable factor is that there is in China a national govern-
~ment, which in spite of many weaknesses, is fundamentally favorable
to democracies in general and to the United States in particular.

I think whatever else can be said for or against the government
of Chiang Kai-shek, it definitely stands with us in opposxtlon to
communism and would like to be friendly to us.

Another favorable factor is that China has a vast labor pool and
a very cood labor pool. Most of the 450,000,000 Chinese are hard
wor ]\mg and intelligent, fairly well skilled in agriculture and crafts-
manship, adept at commerce and small industr v' It is good material
with which to work.
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Another very important factor is that China should be self-sup-
porting. From the point of view of raw materials, strategic and
otherwise, China is in a far better position than Japan or Italy or
even England. China should be self-sufficient as regards all of its
raw materials. In spite of its huge population China should be self-
sustaining as regards food. Now it has to import an average of
2,000,000 tons of foodstuffs a year, but that is due essentially to lack
of communications. If communications were open, China would
have a food surplus rather than a deficit. sk

The same thing is true as regards other raw materials. China is
not nearly as richly provided for as, say, the United States or Russia,
but, on the other hand, it has enough coal, iron, and other things,
such as tungsten and other ferroalloys, to be self-sufficient. {

In time it should be able to grow all the cotton that it needs. So.,
again, it is a question of communications as regards its raw materials.
Those are the fundamental favorable factors.

Now, we come to the unfavorable factors that affect us at the present
time. One of them, of course, as we know, is the fact that China
has no one great commodity which it can export to us and get dollar
credit for. In other words, there are a lot of little things. There is
some tea, some tung oil, some silk, some tungsten, and some antimony,
but there is no single commodity which we wish to buy in larece
quantities, so they have to make up for that by selling us a great
number of small things, |

The second unfavorable factor T call political. There is no ques-
tion but that there is a good deal of inefliciency in the Chinese Govern-
ment’s administration, and that on the lower level at least a lot of
corruption in the Chinese Government. That makes it hard for us
to give aid to China, knowing that much of the money we provide
may be misused. We would have to watch any money that we would
give China, to see that it was not frittered away by corruption,
inefliciency, or both.

There 1s another factor that sometimes has an unfortunate effect,
and that is the nature of the family system in China. Tt affects not
only the Government but business as well. Tt is very difficult for a
large joint stock liability company to do business in China because of
the family system. No one else will put any money into a firm owned
or dominated by another family. If mv name is Li, I would not put
any money into a firm owned by Mr. Wane? Mr. Wang would not
put any money into a company owned by Li. Therefore, in trying
to see how we can develop the industrial side of China, we have to bear
that family system in mind.

There is another factor that T think is very bad at the present time.
That 18 overcontrol of business. Obviously, in this postwar world
some controls are necessary, but the Chinese, T think, have gone too
far with their controls and are very inefficient in the handling of their
controls—import licenses and the rest of it—which means that Amer-
ican businessmen. for example, find it next to impossible to do business
in China at the present time.

Eaually unfortunate is the fact that in manv cases large indnstries
are directly operated by very inefficient government monopolies.

But the most important of the unfavorable factors, is essentially
military in character. What do T mean by that? The real trouble
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with China is a break-down in communications, and the break-down
of communications is largely due to the civil war going on.

If I may give you a specific instance, when 1 was in Tsingtao the
cotton mills there were closed down. Why? Because there was no
coal. Actually there was coal only 80 miles away in the same Prov-
ince of Shantung, but they could not get the coal for those mills 80
miles down to Tsingtao because the Communists had eut the rail-
road line, and therefore the textile mills were shut down and thou-
sands of people were thrown out on the streets.

The same thing was true when I was in Shanghai. There was a
great threat of a power shortage because much of the electric light
and power in Shanghai, which used to be provided by Chinese coal
from northern China—and they cannot get that coal down there—
is being generated with petroleum from Arabia for which they have
to spend dollars.

I found the factories in Tientsin closed down because they could not
get the carpet wool from northwest China. That is another case of
commaunications.

If you could get communications reestablished then you would be
able to restore China’s economy. On the other hand, there is no use
pouring $1,000,000,000 or $10,000,000,000 into China unless you have
some kind of a restoration of basic communications.

In addition to the cutting of communications, the Communists have
adopted a deliberate policy of demolition and destruction. When
they seize a village or a community, what they want to do is to blow
up whatever mill or whatever factory is going there. They have no
idea of developing it for their own use; they simply destroy as much
as possible.

Incidentally, the destruction frequently affects noncommercial
things. They will destroy temples, churches, and hospitals; in other
words, it is just sabotage; they obviously wish to create chaos and
anarchy on the ground that that condition would be favorable to their
ause.

I may add that this situation has had one good effect, from our
point of view. A few years ago there were many of the middle-class
Chinese who said, “Oh. well, the Communists are not so bad. Maybe
we can do business with them.” That, I found, is no longer true.
I talked to hundreds of people in different parts of China who had
fled from Communist areas and now I find that the bitterness against
the Communists is very strong among these same middle classes there.
They realize that you cannot do business with the Communists; that
the Communists are simply out and out for chaos and revolution.

The final unfavorable factor there, I think, is the enormous cost of
the military operations. In other words, China is really a very poor
country and is now spending nearly three-fourths of its fotal revenues
for the cost of their army and other military operations. That is
undoubtedly the chief cause of the enormous inflation in China. 1
do not think you could get really a favorable solution for China until
you reduce some of these military costs.

" After this review of the factors, favorable and unfavorable, which
affect China. I should like to make a few suggestions as to which we
can and should do with respect to China. I do not think we not only
can. but we should for our own purposes—selfish purposes as well as
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humanitarian purposes hvlp to correct the present Chinese situation.

The Chinese Government, ineflicient and corrupt as it is, is a friendly
government, and what is more, highly placed and responsible people
in this government realize its inefliciency and are willing to take steps
to bring about a reform. As a matter of fact many of my Chinese
friends have said, “I hope to goodness the Americans do put pressure
upon us to bring about reforms. If they give us money they should
give it with the distinet understanding that for every $1,000 that they
give or lend, they lllHI'-st upon so-and-so being done with it, .ot simply
Land it over ad hoc.”

I think that one of the things we might well do is in strengthening
our Army advisory group in China and in permitting it to be of real
aid to the central government.

We have an 4\1111\ and Navy advisory group out there, with excel-
lent Army and Navy officers attached to it, but who have been told ver y
strictly, both in written directives and in verbal directives, that they
must do nothing in any way to directly aid the National Government
in its conflict with the Communists,

So here we have an able man like General Lucas, the head of the
Army advisory group, who is permitted to help the Chinese in re-
arranging their general staff in G-1, G=2, G=3, and so forth, but who
is not pmnmtvcl to offer any advice on a tactical level. Oh, no; we

cannot help on that matter that would look as if we were not zmpanml

And as for arms—the Chinese now have American arms but no am-
munition to go with them.

Our Air Corps advisers are permitted to give over-all strategic ad-
vice to the Chinese Air Corps, but they are not permitted to aid in
tactical training. They cannot provide them with planes, even ob-
solete fighter ])Lmes nor spare parts for what planes they do have.

I think that it would be little thing to do, comparatively. and that is
to allow our Army advisory group there to offer real aid to the Chinese.
I do not think that we should send in soldiers, marines, or sailors to
China, but I think we should simply allow the Army advisory group to
o the job they are supposed to do.

lht‘RllH‘al‘llh‘ll(‘(lll(‘( tly aiding the Communists. The Russians are
definitely giving ex-Japanese arms and ammunition to the Commu-
nists. And here we are so gracious that we are not willine to give the
Chinese arms and ammunition to use against the people who are fight-
mg against us. So I do think in that sense military aid should be
given on a tactical level. They should have the use of some of our
i hsu]( ite B-25% and B-26G’s. They should have our aid in some tactieal
training.

Secondly, I think that we can and should provide economic aid to
China for the next 2 or 3 years. The figures naturally have to be gone
over with great care and the final sum cannot be calculated offhand.
But I tlun]\ it should be about $£500,000,000 or possibly $600,000.000
spread over a period of the next 3 or 4 years. The amount should be
suflicient to get the Chinese economy going again and render China
self-supporting.

I think that aid should be given, however, on a yearly installment
basis: and with a very clear umlm:«hmdmg as to how each and every
one of those millions, should be spent. Also, I think there should be
close supervision of the spending.
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In this connection we have to consider the question of “face.” We
cannot put an American over a Chinese to spend the money, but I am
perfectly certain that an arrangement can be made whereby you can
put a Chinese theoretically over an American and call him an auditor,
and yet we could have definite control over the money that is spent.

I would also insist that the Chinese put their house in order as
regards the thmttlmn‘ controls, The Chmese all tell us, “Oh, yes, we
are very anxious to have for eign capital invested in China.” And it
would be a good commercial pl'opusltlon to invest money in China,
if there were not these rather stupid controls by which foreigners in
general and the Americans in particular are handicapped. lhey are
lumdlmppetl by governmental red tape. Many of my friends in indus-
trial business and commercial business plan to invest money in China
and are giving up because of the controls. We need not insist that all
controls be done away with but we can insist that these controls be
less rigid and more workable. That is true as regards Chinese busi-
ness as well as American business.

Finally, I think that we might well have a currency stabilization
fund. The inflation in China is fundamentally the result of military
operations. But it is also partly psyc holomml Chinese inflation, in
one sense, is horrible: in another sense it is unreal because of the
fact that 85 percent of China is agricultural and lives in small villages,
and they are essentially on a barter basis where ‘money means nothing
to them. Inflation is hitting the big cities. It is a localized pmb]om,
in one sense, rather than a national pmblem The very fact that China
is basically agricultural is a very good thing in a sense, because it
means that these little villages are almost self-sufficient. For that
reason I think to stabilize the currency by a special revolving fund
on a commercial basis is lethictlv possible. T have p ep.u'(\(l some
tacts and figures which T will submit to the committee later on as to
how it can be done, but I think largely, because it is psychological in
character. once the Chinese know that we are going to help them,
much of your inflation will be cured qh‘pnd\f and 'you will not have
to spend millions upon millions to cure that inflation. As a matter
of fact, a very small amount of money, possibly $75,000,000 or
£100,000.000, would be enough to cure the inflation prov ided that that
at the same tlme military aid is given to them to open up communica-
tions. In fact, it is even conceivable that with communications open
we would not have to lend any money for stabilization. However,
any money for stabilization should be loaned on a revolving fund
basis and not a gift.

I think those are the most important features of the report.

Mr. Vorys. What is the total annual budget of the Chinese Gov-
ernment in Ameriecan dollars?

Dr. McGover~. The budget of the whole Chinese National Gov-
ernment is approximately %1 000,000,000. It is ridiculously small,
from our point of view.

Mr. Vorys. And what is the deficit? They are on a deficit financed
basis, are thev not, printing money ?

Dr. McGoVERN. They are on a deficit financine basis. T have the
floures, but T cannot recall them offhand. The different bureaus have
riven me different answers.

Mr: Vorys. I just wanted it approximately.
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Dr. McGovery. I would say that their income is approximately
$600,000,000 and their expenditures about $1,000,000,000. It is on
that order.

Mr. Vorys. So. on a balance of payments basis, 450,000,000 people
are only $400,000,000 out of balance. I might say that we have been
considering some of the European countries where about one-tenth
of that number of people have about the same deficit.

Dr. McGovern. I think that i1s a very important thing, that the
scale of China is so huge in numbers and area and really so small from
the point of view of our economy. In other words, we could not
run a sizeable city—New York, Chicago or Boston—on anything like
what you run the whole Chinese National Government on.

Mr. Vorys. Is it not important in our thinking to bear in mind how
far a dollar will go in the Orient ?

Dr. McGovern. That 1s right.

Mr. Vorys. As (nm]mlml with the distance that it will go either
in this country or in western Europe?

Dr. McGovery. Yes. I must say, in that connection, when you are
L l”xl]l{_{' about $£12.000.000,000 or "~l.) 000,000,000 for western Enl(]pe——
whatever figure you arrive at here in the committee—it is rather re-
markable that in connection with China, the whole of China, I think
at the most what we would need would be about $1,000,000.000 or
$1.500,000,000 to give the maximum aid that we want to over a long
period of years.

Mr. \mms You speak of changing the nature of advice which the
military missions are permitted to. give. Is it not your understanding
that the kind of advice which is now given by our military mission
in Greece would be sufficient ?

Dr. McGovern. Yes,

Mr. Vorys. It would be sufficient in China ?

Dr. MoGovery. Yes, Some of my Chinese friends remarked to
me, “After all, you are willing to do this in Greece: why are you not
willing to do it here in China?” And they are a little suprised at
that lelatmnalnp All you need is exactly the same kind of thing.

Mr. Vorys. Would any interim aid in the next 4 months be of
value. in your judgment ?

Dr. McGovern. Of very great value indeed, small. If interim aid
could be given in the nature of $60,000,000 or $70,000,000, a figure
in that neighborhood, I think that that would have an enormous eflect
on China—largely psychological. So much of the trouble in China
now 1s tlvivlt|-111~—11w feeling that America has deserted her and
that America is not concerned with her future. The net result i1s wide-
spread defeatism. And in the higher circles there is more defeatism
than I have ever known in China. They say, “Maybe we cannot make
it : maybe this is the last year.” I think even some token aid of $60,-
000,000 or $70,000,000, would have an enormous effect upon restoring
China’s confidence and morale and willingness to go and help them-
selves.

Mr. Vorys. You mentioned that any aid that might be furnished
should be closely supervised. Could you give us a -l|mro~«lmn as to
how an interim aid program might best be directed ? |

Dr. McGovern. T would say pmlnl)lv the interim aid might well
be made through one of our governmental organizations such as the.
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Export-Import Bank, or some other similar agency and I would say
probably it might well be called “currency stabilization,” an adv: ance
for currency stabilization. I think that that would be the best way
of handling it.

Myr. Mansemon, You state in your opinion, if I undm*«taml vou
correctly, that advances should be made by the RFC, or the Export-
Imp(;lt Bank in the sum of $£60,000,000 or M!HHHHH)U to tl(le over
China tem])manl\ is that correct !

Dr. McGover~. Yes.

My. MansrieLp. Why do you think, on the basis of your experience,
that the Chinese were not able to make use of the $500.,000,000 which
was placed at their disposal until June 30 of this year?

Dr. McGoverx. As you know, Mr. Mansfield, we had arranged to
lend China this money. That money was not advanced them because
of the fact we said we would not advance it to them until they cleaned
up their house and united with the Communists. That was the basis
of it. Personally, I feel that was a mistake. T think to have tried
to have forced the Chinese to let the Communists inside their own
government was a very ser ious mistake, and still would be. In other
wm(l‘-\, our policy i Europe is now recognized that once Commu-
nists get into the Government they proc ced to sabotage the Govern-
ment. Yet we told China that we will not lend them the money unless
they let the Communists into the Government.

Mr. Manseierp. Would you say that was the dominating factor
which kept the Export-Import Bank from making that pu{u ‘ular
money available

Dr. McGovEerN. I think that was the most essential single factor.
There was also the factor well known here of the inefliciency and cor-
ruption of the governmental circles.

Myr. Mansrierp. Would you say then, Doctor, that the Export-TIm-
port Bank—which I understand is a business institution designed to
make loans on a business-like basis with some degree of assurance that
the loan will be 1ep¢u( —was motivated by that one particular factor—
1]19 inclusion of the Communists in the Central Government ?

McGovern. I think that is one of the main factors, because it
was thmlﬂ‘ht at the time that if you had a united China, with all par-
ties represented in the Government, a loan to that Government would
he on a better business basis than a loan to a government that repre-
sented only one party in China. Perfectly nﬂmallv if we are going
to lend money to any government, we want to know lllclt that govern-
ment has control over its own people, and the question was JHI&E’(] Did
the GGovernment have sufficient control over its own people without
the Communists ?

Mr. MaxsrierLp. You would not be in favor of this Government ad-
vancing money to China without any definite assurances in return
that that money would be put to good use and would aid in the eco-
nomie rehabilitation

Dr. McGoverN. Absolutely. T would insist upon striet guaranties,
not only verbal or written, but I would like to have American super-
vision all the way along.

Mr. Mansrierp. Would you approve of the idea of a plan some-
what along the proposals which the 16 western European nations con-
sidered, l;v means of which they got together and looked over their
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own resources and assets, found out what they wanted to do, and could
dlo, to help get themselves on their feet, and then turn to the United
States in the hupe that we will fill tlw vacuum? Would you approve of
<uch a program as that for China

Dr. McGovern. Yes: very mmln S0.

Mr. MaNsrieLp. And you think on that basis you would be taking
a caleulated risk with every possible assurance that could be given
that our money would be well spent and not go down the drain’

Dr. McGoverx. Absolutely. As I said “before, T would be very
much opposed to a blanket loan or gift to China, or any general loan.
I would like to have any loan on a specific basis—on a specific -project
basis.

Now, with this money we could do this: We could reopen the steel
mills in Hankow. There are certain specific projects in the Canton
area that might well be approved. I think that it should be on a spe-
cific basis, well supervised, and on a calculated-risk basis.

Mrs. Borrox. Regarding the $500,000,000 and the fact that 1t never
oot there, did you find that the intelligent Chinese, or even the unin-
telligent ones, were questioning our logic and reason ?

Dr. McGovERN. Yes; I have found that very widespread and in all
circles—top, middle, and bottom. T was rather surprised to find out
that it affected the little merchant with whom I talked, as well as some
of the Government officials. They said that they simply could not
understand what our attitude was; that we seemed to be doing in Eur-
ope exacl I_\' the opposite of what we were llnnr;_{ i China. Here 1n
Europe we have been trying to rescue those governments struggling
against communism, and in China we seem to be tr yving to let (]m\n the
one Government trying to suppress communisn. T ]w\ feel that much
of the present power of communism in China is due fo American ac-
tion, or lack of action, as the case may be.

Mrs. Bouron. So that our argument that we would be giving to a
sounder government if both groups would join was far from sound ?

Dr. McGovers. Very far from sound; 1 am certain.

Mrs. Bourox. And they knew it/

Dr. McGover~. They knew it. T think they were more sensible
than we. We have found that throughout the world a Communist is
a Communist.  Many of our magazine and book writers over here kept
on telling us a C hinese Communist was not a Communist; lie was an
agrarvian reformer. I heard that said in 1943, We now know that a
Chinese Communist is a real Communist and is struggling tooth and
nail against everything we stand for, in China as well as any place else.
Incidentally. T might “add that the Communist leaders, such as Mao
Tse-tang and Chou En-lair ave the first to admit that they are
thmnn,t_:lu;:mng Marxist Communists.

It 1s always curious to follow the pattern of Chinese Communists.
I have had long talks with the Communists Mao Tse-tang and Chou
En-lai. They admit that they are Communist leaders, and it is in-
teresting to see them follow the party line, just exactly as our Com-
munists over here.

When we had a popular front line, “all of the democracies had to
fight against the Fascists,” that was their line. Now, Chinese Com-
munists, like other Communists, are working for world revolution.

GT810—47 22
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Mrs. Bouron. Did we not have an adequate force over there with
knowledge of the situation, and was the information relayed to the
State Department ?

Dr. McGover~. Both the State Department and the Joint Chiefs of
Staff did have adequate information, but I do not think that adequate
attention was paid to it. I feel that there was a time when some of our
people in the State Department, both here and in China, were very
badly mistaken. That has now been changed. The present State De-
partment situation is far better than it was, but I know that I was
somewhat appalled during the latter part of the war and just after
the war when I was working with the Joint Chiefs of Staff to find
some of these statements and ideas coming from some officials in the
State Depal tment which might well have been uttered by a “fellow
traveler.”

Mrs. BoutoN. And there were some members of the Army who held
that opinion, also?

Dr. McGoverN. There is no question about that.

Mrs. Bouron. We had one of them before us during that time, as I
remember.

Dr. McGovern, There is no question about it.

Mrs. Borron. And the attitude at that time was that the Communists
were the forward-looking, modern Chinese.

Dr. McGovern. That is true. I am sorry, Mrs. Bolton, that in many
cases that kind of advice and information was accepted. We had the
other material coming in the whole time. As you know, I worked very
doeeh m connection with the OSS, and T would see all nf these 1'01)01't°5
coming in, both from the OSS, the Navy people and the State Dt‘pdlt
ment 1)e0ple We had plenty evidence all along that the Chinese Coom-
munists were Communists, but unfortunately some of our people did
not accept these things.

Mrs. Bouron. Yes. What was the date of that/loan, $500,000,000
that the Congress provided for?

Dr. McGovern. That was in 1946—well, there were two $500,000,000
loans, one was in 1942, which they got, and the one in 1946 which they
did not get.

Mrs. Borron. T think perhaps you do not want to go into the actual
executive pomtlon on the question, which seems to be apparent. In
other words, we came right up against a very serious and necegsary
study.

Dr. McGoverN. Yes.

Mrs. Borron. Certainly the legislative end of the Government
should secure knowledge concerning these conditions and I think we
do have first-hand lmowledfre Do you not feel that a great deal moro
wisdom might be exercised by the executive departmeut"

Dr. McGovery. Yes.

Mrs. Boruron. You would be in agreement with that?

Dr. McGoverN. Yes. And, 1fIm'w just add one other thought, Mrs,
Bolton: That we suddenly discovered that we are really a major power
in the world. TIn the olden days when we were a second-rate power it
did not matter very much what our foreign policy was. Now, we find
ourselves a first-rate power and I do think that it is very essential that
we have a very adequate national policy and that we be able to take our
place as a National Government in dealing with these matters.
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Mrs. Bouron. Now may I ask you a question a little off that line,
but because of some studies I have recently made: Would it seem to
you to be rather imperative that we increase the number of our con-
sulates and our official contacts with the countries of the Far East?

Dr. McGovern. I thoroughly agree that we should, yes.

Mrs. Bovrox. This would be more in keeping with our position as
a first rate power. Do you feel that any reduction would have a tragic
effect, particularly at this time, on our relations with China?

Dr McGoverN. And in Chm‘t, particularly. In other words, at
this moment, there is no more important place than in the Far East,
if we are going to live up to the position we have assumed.

Mrs. Bouron. Do you feel that giving up the tar kast, by what-
ever means we do it, weuld jeop: wdize eve ryching we hold dear?

Dr. McGoverN. I am thOH)ll"]l]V of ﬂ‘:‘lf oninion : and 1f we lose
the Far East, Russia then takes control of the Far East, and you know
what that means.

Mrs. Bouron. You think doing some of the smaller things would
help solve these various problems?

Dr. McGovern. Yes.

Mr, Careerrrerp. Dr. Judd.

Mr. Juop. Dr. McGovern, did you g get any information as to what
or who held up, for ex ample this $ O)U(}U ,000 loan ?

Dr. McGovern, Well, I thmk it came from high places in the
State Department; that is my understanding.

Mr. Jupp. You think it was held up on the basis of a decision
in the State Department that China had not done all we wanted her
to do in order to get the loan?

Dr. McGovern. Yes.

Mr. Jupp. Do you know who held up the ammunition for the
Chinese that was already in the lend-lease pipe lines on VdJ-day?

Dr. McGovern. That was also the State Department.

Mr. Juop. Do you have any knowledge or dld you get any infor-
mation as to who stopped the fulfilln ent of our camitments to
supply eight and a third air groups with Amerlcan planes?

Dr. McGovers. That was also the State Department.

Mr. Jupp. Regardless of who did the stopping, the result was that
while the American people thought we were being strictly neutral
in China 1n carrying out a so- _called nonintervention policy, we were
in fact intervening arramat the Central Government by not fulfilling
our part of the agleements or understandings with it.

Dr. McGovern. I think the result was just that, and in fact we were
more nearly implementing the plan of its opponents.

Mr. Jupp. Was there anything in the original loan agreement that
required the Chinese to get .1!0110* with the Communist l"ut\ ¢

Dr. McGovern. It was the understanding when the loan was made
that it would not go forward until they had made some kind of an
agreement, on n: ational policy.

“Mr. Jupp. That i is, they must have achieved unity?

Dr. McGoverN. Yes.

Mr. Jupp. That was the understanding. Was there any written
agreement requiring that the Chinese first get internal unity?

“Dr. McGoverx. That was what T was told in C ‘hina; I do not know
whether it was in the agreement ; I did not see the agreement.
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Mr. Juop. Do you know who put that condition in the agreement?
Dr. McGoverx. T was informed that it was the State I)('pntm(-nl
My, Jupbp. The State Department is responsible for that?

Dr. McGovern. So T was informed.

Mr. Jubp. To the effect that they had to run their internal affairs
in the way we wanted before they could qualify?

Dr. McGover~. Yes.

Mr. Jupp. Regardless of what our national policy was at that time
with respect to bei ing able to get along with Communists: Could you
tell ns whether there lias been any change in the State Department’s
policy with respect to this particular situation ?

Dr. McGovern. Yes; I think there has been a considerable improve-
ment because of know lmlnv received by the State Department, not only
on the question of some change in policy, but also the policy has
changed because of a better understanding of what communism means.
T know because of contacts I have had, “and because of what people
have told me that many people now in the State Department realize
what communism veally means, more than they did sometime back.

Mr. Jupp. What do you think we could do, perhaps, to speed up
this change of policy. or rather to implement the change of policy,
so far as China is concerned ?

Dr. McGoverN. The State Department, like all other governmental
agencies, 1s subject to the will of the American people as expressed
through government, and therefore I think that the State Depart-
ment mluht very well be informed what the Committee on Foreign
L ffairs does know and what it does feel about this problem.

Mr. Jupp. Dr. McGovern, What is your estimate of the military
situation in China? How long do you think the Central Govern-
ment of China can hold out without more active help, without more
tangible evidence of this change of nolicy in America?

Dr. McGoverx. T would not be sarprised if China might collapse
within a year. By collapse, I mean she will be unable to continue as
an effective national government, and the result will be to fall back to
the system of war lords. I think anyone can see the desperate situation
she 1s 11 now.

Mr. Juon. Do you think we would weaken China between now and
April by not a(‘lldlllﬂ' aid to her?

Dr. McGovers. There is no question about that.

M. Jupp. It would seem inconceivable that we would want to weaken
her: it would cause great damage to us as well as her if that resulted as
a result of our not getting aid to China promptly.

Dr. McGovern. I think that even some token help, some gesture,
might help save the situation until the $100,000,000, or whatever help
1s provided, can be made available.

Mr. Jupp. Well, that leads to this question: Inasmuch as General
Marshall has suoww-led in the Senate committee, a pmlmsnl of assist-
ance to the (,11111951) Government of something 11]\9 $20.000.000 a month
for 15 months beginning in April, do you think it would be out of order
for us to make provision in the bill that something like that $20,000,000
a month program of assistance be authorized to herrm January 1¢

Dr. McGovern. T think it would be very adwaable mttemeh ad-
visable,and I really do believe that we might be saving ourselves several
million dollars by such help.
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Mr. Jupp. That, too, would be an interim aid program until we can
work out a long- term program.

Dr. McGovery. Yes.

Mr. Jupp. Of trying to keep China in as strong a position as possible
until we can develop a long-term program.

Dr. McGoverN. Yes.

Mr. Jupp. Now with respect to the question Mr. Vorys asked as to
the percentage of China’s budget which they are able to raise from

taxation and tariffs, and so forth. You said it is something like $600,-
¢00,000 out of a billion.

Dr. McGovern. Yes.

Mr. Juop. I think at the present time it is less than that, because the
value of the Chinese yuan has decreased to such an extent that the
government’s revenue, computed in American dollars, has fallen in some
months to as little as 35 percent, has it not ?

Dr. McGovern. Yes.

Myr. Jupp. That is, the Government is getting in revenue only about
35 percent of what it has to spend.

Dr. McGovery. That is right.

Mr. Jubp. To t Iy to carry on the government and to carry on a war
such as exists at the present time.

Dr. McGovern. And, of course, the more that communism spreads
the less the Government is going to get from revenue, because you

cannot get any reveniie from a plam that is not in operation or that
has been destroyed, and where communism takes over you cannot tax
business because there is no business left.

Myr. Jupp. That is right., Then this other question: General Mar-
shall told us that from 70 to 80 percent of China’s budget 1s going
for military expernses.

Dr. McGover~. That is probably correct.

Mr. Jupp. Now, if we say that 75 percent of her budget is going for
military expenses that leaves only 25 percent to go for its civilian
activities, and on the basis of a billion dollars that would be $250.-
000,000 a year. And they raise from revenue about 35 percent of the
billion dollars a year, which would be $350.000,000. If we could htlp
them get through the military phase, the y would have an opportunity
to come out, because their budget for peacetime expenses would be
more than balanced.

Dr. McGovern. If they could get some help to develop a sound cur-
rency or a sound money

My. Juop. It would not be necessary to print further money, and
they could begin to retire their currency, because they would have a
sound economy. You think that would help solve a part of their
problem *

Dr. McGovern. Yes.

Mr, Juop. Do you know what their deficit in the balance of pay-
ments is?

Dr. McGovern. No: I am sorry. T have those ficures in my br wf

case, but I have not looked at.them enough to give them to you offhand

Mr. Juop. In France we are told the deficit is about j\lll},{}i,l(l,ll(}l} a
month.

Dr. McGovern. Yes. Unfortunately, I have those figures which
I can look at, but I have no statement prepared on them.
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Mr. Jopp.- T think you will find that in China it is running about
12 to 15 million dollars deficit a month.

Dr. McGover~. Yes.

Mr. Juop. Or $150,000,000 a year in China, as against $110,000,000
a month in France.

Dr. McGovern. I have estimated that it might run as much as
$200,000,000.

Mr. Juop. Did you find any evidence of hoardi
perhaps “withholding” is the word—of materials that Ol(lllldllly
would be exported ?

Dr. MoGovern. Oh, yes.

Mr. Juop. In addition to that, even if the Chinese did not want
to hoard, the present situation plovents them from shipping anything
out—: m\'ihmtr they could send abroad in order to get foreign 9\(1L111cre

Dr. McGovery. Yes.

Mr. Jupp. And again their financial situation is made so difficult
largely because of their communications break-down—the present
disruption of communication by the Communists.

Dr. McGoverN. Yes.

Mzr. Jupp. Do you recall about what is the total value of the Chinese
currency in circulation today?

Dr. McGoverx. I do not remember now.

Mr. Jupp. I think it can be put at about 20 tri]lion.

Dr. McGoverN. That is the approximate figure.

Mr. Jupp. Do you know the present rate of exchange of the dollar,
Mvr. Penfield ?

My. Penrrerp. I think it is about $120,000.

My. Juop. If we put it on the basis of 100,000 Chinese yuan to $1
that would be approximately $200,000,000 for all their money, their
currency.

Dr. McGovern. Yes.

Mr. Jupp. To take up all their currency could be done with $200,-
000,000 of American money—all the paper currency taken out of circu-
lation, with brand new sound currency put into circulation, for
$200,000,000.

Dr. McGovern. If that could be donc I think it would save the
situation.

Mrs. Bourown. I think that is an important point.

Mr. Jupp. Now may I ask you this further question: Have you gone
into the question that is being posed in various circles that we shlp
$100,000,000 or even $£200,000,000 of American silver over to China,
some of what we took away from them under our silver-purchase
program and which did a tr emendous disservice to China’s stabiliza-
tion back in the early thirties? Have you gone into that problem at
all?

Dr. McGover~n. Yes; I have heard it discussed some in China, and
I have discussed it with various people here. To my mind it is still
not the complete solution, but I think it would be useful.

I think there is something we have to keep in mind, and that is the
psychology of the Chinese with reference to paper money. The
Chinese have always been accustomed to having what you might call
hard money—something they can see and handle. Therefore from
the standpoint of the pw{:ll()lom(dl effect I think it would be good.
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Mr. Joop. It is hard for the Chinese people who always had hard
currency until 15 years ago to have equal confidence in paper money.

Dr. McGovern. To that extent they are different from the Japanese.
The Japanese have a very different c'un(repti(m of paper; they are more
accustomed to using paper money than the Chinese.

Mr. Juop. Yes.

Dr. McGovern. They seem to understand more about credit, checks,
and currency.

Mr. Jubp. Now, a question has been raised as to whether the long-
term program for China ought not to be on the same general basis as
the so-called Marshall plan for Europe, for them to submit a program
for rehabilitation and then we take care of as much of the deficit as
we can, whatever seems best for us to do along that line. Do you
have any information as to whether or not the "Chinese Government
has submitted such a program ?

Dr. McGovern. The Chinese Government, I know, has been con-
sidering 1t for some time, and we told them we would be interested
and would like to get from them some proposal, and they have sent
OVer some pmpocals. as I understand, along with developing a pro-
gram for the Chinese Government which the-\ would like to discuss
with us on a definite basis.

Mr. Jupp. Do you know whether or not such a program has been
submitted to the State Department?

Dr. McGovern. Some of them, so I was told.

Mr. Jupp. Then it is not true that they need to be asked to prepare
such a plan, but some plans have already been submitted ¢

Dr. McGoverN. Some undoubtedly have been submitted.

Mr. Juon. So if there has been failure it is not on the part of the
Chinese Government in this particular respect.

Dr. McGoverx. No.

Mr. Jupp. Now I want to come down to the matter of control by the
Chinese Government over foreign business: Do I understand vou to
say that they have placed the same kind of controls over Chinese
businesses ?

Dr. McGover~N. Yes; they are controlling both Chinese and
American.

Mr. Jupp. In no sense is it a diserimination against us?

Dr. McGovern. No.

Mr. Juppn. And is this true: That there is just as much opposition
to the controls from the Chinese businessman as there is from the
American businessman ?

Dr. McGovern. Yes; absolutely.

Mr. Jupp. Do you feel that in some respects this excessive control
may be understandable when we consider that for a great many years
so much of China’s economy was controlled by other powers ?

Dr. McGovern. Yes.

Myr. Jubp. And the present government in China came into being
largely on the basis of its ]nntr campaign to end control over their
econony by outside nations? Do you not feel that has a bearing on
their present program? That the pendulum inevitably swung back
too far?

Dr. McGovern. Yes.
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Mr. Jupp. Do you feel that if the Chinese Government were a little
stronger, were not so conscious of its weaknesses—and we must also
consider the fact that China is still undergoing pressures from abroad
plus pressures from within—China would inevitably adopt a change
m this policy, would become more liberal in these controls and in its
politics?

Dr. McGover~. T think so. I think when you get into the field of
government, and talk about democratization, that actually the Kuo-
mintang was developed as a part of a general plan in China.

Mr. Jupp. Is it not true that an election is being held in China this
very week ?

Dr. McGovern. This very week end.

Mzr. Jupop. The first major election in its history?

Dr. McGovery. In the history of China.

Mr. Jupp. Indicating that the Chinese Government is trying sin-
cerely to move toward a democracy.

Dr. McGover~. Yes.

Mr. Jubp. And eventually to have such a government.

Dr. McGoverN. Yes.

Mr. MansrieLp. How many political parties are there in the field
at this time?

Dr. McGoverN. The major party is, of course, the Kuomintang. In
addition there are the Social Democratic and the Youth Parties.
There seems to be one thing that nobody was worrying about, and that
was whether they had a party which represented what they were in-
terested in. And I asked some of them why they did not get together
and form a party that would represent their ideas.

Mr. Maxsrierp. In other words, you feel there would be no objection
to the formation of such a party?

Dr. McGovern. That is right. They said, “Why bother?” TUn-
fortunately the Chinese are excellent men individually but they do not
get together very well: they are not very good organizers. On the
other hand the Japanese are very keen on group action.

Mr. Vorys. Would Dr. Judd or Dr. Mansfield yield ?

Mzr. Jupp. Go right ahead.

Mr. Vorys. If the Kuomintang would proceed with their program
of providing for democratic elections, would that not result possibly
in a change within the Kuomintang Party itself?

Dr. McGoverN. That is so.  As a-matter of fact when we speak of
one-party government in China we must remember the situation is
very different from the one-party regimes of Communist Russia or
of Nazi Germany. The Kuomintang in China, though nominally
one party, is really a rather loose coalition of many different and
sometimes discordant groups.

Mr. Juop. There was one other question I wanted to ask: Is it not
true that the various minority non-Communist parties, the Youth
Party and the Democratic Socialists, now have representatives in
the Chinese Government ?

Dr. McGovers. Yes; that is so.

Mrs. Bouron. What, if any, plan does the Government have to do
away with at least some of the political power of the family? That
1s a pretty serious question.
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Dr. McGoverx. It is a very serious question, one on which the
Government to date has no policy; it is an ideological question and
it is fundamental; and I think that the Chinese will be 1)9!])9tll;l“\
handicapped in their economy and their politics by this familyism.
It has its good sides. very good sides: It has provided social security
and relief for une mp]m'mvnt. and health relief, but it has always been
one of the troublesome handicaps because in China a man feels more
loyalty to his family than to his nation and more loyalty to his family
than to his neighbor.

Perhaps Dr. “Judd could offer a better suggestion than I, but perhaps
Christianity may be the answer eventually.

As you know, the Japanese also had the f: mily ties, a family religion,
you mlwht call it, but the Japanese families were willing to subo (llll ate
themselves to the nation.

It may be that with the growth of the nation and with the idea of
social 1‘e-pnnslblht\ the Chinese will begin to subordinate their loy-
alty to the nation. But it 1s going to t: ake 2 long period of years. It
cannot be done at once.

Mr. Bouron. A Chinese does everything on a long-term basis.

Dr. McGovern. Yes.

Mz, Juop. May I ask you a question on this political angle ?

Dr. McGovern. Yes.

Mr. Jupp. Have you found that there is any difficulty in getting the
good Chinese citizen to get into politics? Do you not find that if he
is a good Chinese he cannot blow his own horn and solicit v otes, which
he would have to do to be elected ?

Dr. McGovern. Yes.

Mr. GorponN. Do women take an interest in politics?

Dr. MeGovern. Yes; wonien play an important role'in Chinese po-
litical affairs. Asa matter of fact China has always been noted for the
fact that its women have been prominent in Government life, indirectly
in the old d: 1yS, ¢ and more directly in recent years, as in the case of the
Soong sisters since the revolution.

Mr. Juop. The new constitution provides for representation of
women and, as a matter of fact, the Chinese legislative branch now has
five in its presidium, five speakers, or presidents, and one of them is a
woman. In faet, they have provision for a sort of proportionate repre-
sentation; that is, a certain number of those elected must be women,
and women voters choose some of the women,

Dr. McGovern. Yes. In other words, the women have all the pow-
ers that the men have and some powers that the men do not have.

Mr, Jarman. Reference was made to the difficulty of getting the best
men to run for office because they do not want to play themselves up in
public life. That is just the opposite of what we have to do in this
country.

Dr. McGoverx. Yes.

Mr. Jarman. How do you aceount for that?

Mr. Juop. One of the first lvquilmlwnh of a Chinese gentleman is
to belittle himself. If you go to a Chinese feast the host has to sit at
the lowest place, and all of his guests have to squirm around, making
a pretext of trying to sit at l}w lowest ])Llu’ because a m lﬂ to be a
gentleman has to say, “I am unworthy to receive this honor.” So for
him to go out and persuade the people that he is the most worthy man
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1s distasteful, a]] but impossible, because he is supposed to say that
“I am unworthy.

~ Mr. JArRMAN. In other words, he has to present himself as the most
mecompetent or unworthy man in the race? §

Mr. Jupn. Yes. And you are dealing with people who for 4,000
years have been under that code. For a man to go out and try to con-
vince the people that they should vote for him would demonstrate to
most people that he is the sort of man they should not vote for.

Mr. Jaraan. That would make it difficult.

Mr. Juon. Yes.

Dr. McGovern. I should like to remind you that China has always
been democratic in the sense that everyone had an opportunity to rise,
A man could start as a street sweeper and end up as an important repre-
sentative in the Government. To that extent China has long been
democratic.

Mr. Jupn. Throueh the Confucian examinations.

Dr. McGovern. Yes; through examinations. Nevertheless, China
has never hod what we call a democratic form of government in the
sense of holding elections, and naturally it has taken a long time
for them to understand what elections really are. Thev are behind the
Japanese. in the sense that the Japanese have been holding elections for
over half a century.

Mr. Juop. Is it not also true in China that for centuries the head of
the family was the patriarch who spoke for it, and not each individual
member for himself ?

Dr. McGovern. Absolutely; and it is going to take a long time for
that tradition to change.

Mr. Juop. Therefore was it not rather silly for us to expect the
Chinese Government to become democratic all at once and demand that
it achieve that state before we would help it, even when to help it was
to help onrselves?

Dr. McGovern. All I can say is T think China is definitely leaning
more and more to democratic ways. I know there are men who are
beginning to see what democracy means. Itisa question of psycholoay
and ideals in China, and it is going to take a long time for them to grasp
fullv the idea of democracy.

Myr. Jupn. And, therefore, the important thing for us to consider is
not where they are just now, but the direction in which they are
moving ?

Dr. McGovern. Yes: it is.

Mr. Jupp. Now, is it net true. however. that the Chinese Government
1¢ committed unequivoeally to democracy in the sense that it is one of
the three basic points of Sun Yat-sen; it is their ultimate objective, is it
not.?

Dr. McGovern. Yes; it is unquestionably.

My Joop. Isit not also true that the Communists in China, as everv-
where else in the world. have frankly and avowedlv nroclaimed as their
u'timate ohjective the dictatorship of the nroletariat?

D». McGovern. Yes: that is true. In this connection, T should like
to correct a common mistake abont the real powers of Chiang Kai-shek.
He is often called a dietator. 'This is far from true. There are many
thines he would like to do and cannot do. He does not agree with
many things that are done by his government and is powerless fo pre-
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vent them. Moreover, the Generalissimo is genuinely in favor of a
trend to genuine multiparty government, as can be seen by his ardent
support of the new democratic constitution which comes into effect
this year.

The new constitution is an excellent constitution; it is one of the
best in the world.

Mr. Jupp. I have one more question, Doctor. Do you think that
perhaps the only way in which the Chinese will really make progress in
curing their admitted political weaknesses will be to better their politi-

al sense and techniques through participation in local and municipal
elections and then gradually extend to larger units as they gain
experience ?

Dr. McGovern. Yes, sir; I think that is very true, sir. We,
America, were able to start our Republic as we did because we were
already accustomed to local and municipal action through town meet-
ings, and so forth, which we had participated in for many years, and
so where you have that ideology and experience of long action you are
able to apply that on a bigger scale when the time comes. As a matter
of fact, Mrs. Bolton, it Would be a good thing if you could go over there
and start organizing some p()]ltl(‘dl clubs among the women.

Mzr. Jupp. In the October municipal election in Peiping the Chris-
tian community, for example, got together and put up a man and
woman, went out and mmpmrrnod. and oot them elected to the Peiping
Municipal Council, so that is showing much progress.

Dr. McGovern. Yes; it is. »

Mr. Jupp. That is all.

Mr. Careerrienp. Mr. Lodge.

Mr. Lovge. Dr. MeGovern, I personally have been very much im-
pressed by your testimony, and I think this has been one of the most
interesting and stimulating sessions that we have had, and it has
also been very informative for those of us who know litle about China.

You made a remark about the Japanese situation that interested
me very much when you said yon felt that although they were in eco-
nomic distress that I)O]]f](“ll]\ they were not.

Dr. McGovern. Yes, sir.

Mr. Lonce. That came as somewhat of a surprise to me, because I
understood, T think, from Dr. Judd that they were beginning to be
very much afraid of communism, and that they did not want to co-
operate with us as much as they did in the past.

Mr. Juon. Noj; not in Japan, but over in China.

Mr. Lopae. Does that not. nevertheless, have an effect on the political
sitnations both in China and Japan?

Dr. McGovern. Well, perhaps T had better explain that, if I may.
I said that Japan is already demilitarized and that politically she is
making progress.

No ((mnt:\ is perfect, but, on the other hand, T was rather surprised
and very much pleased at the way at which Japan has taken to demoe-

sacy, and are beginning to practice democracy. We had lunch with
the Prime \Tllnqtm‘. and afterward T saw all of the various Ministers
of the Cabinet and T saw and talked to people on the local level as well.

Mr. Joon. Dr. MeGovern is also a great expert in the Japanese
langnage. He wrote one of the st: andard orammers which the Japa-
nese study to analyze their own language.
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Dr. McGovern. As a result of those talks and those visits I am con-
vinced that Japan, certainly, for the moment, is converted to
democracy, and they are genuinely interested in it, and they want
to make it work, and to that extent I say that it has succeeded in Japan.

For instance, in the last national election the Communists had less
than 2 percent of the total popular vote, and as an internal menace it
1S not a serious menace in Japan at all at this time.

Mr. Lonce. Communism is not an internal menace in Turkey either,
and yet the contagion of the Communist germ spreads south to
Turkey.

Dr. McGovern. Yes. I would say that 1f we were to clear out of
Korea, and if we were to let China go down, and it were to fall into the
hands of the Communists I think there might be a great revulsion of
feeling over there, and that they mluht say, “Well, et us oet on the
band wagon ; let us go Communist t00.”

Mr. Love. 1 ]ust wanted to have you bring out the fact, Dr. Me-
Govern, that even in Japan the Communist threat is felt.

Dr. McGoverx. Oh, yes, very definitely.

Mr. Lobce. Now, can you tell me what we have done with our surplus
property in China, roughly speaking?

Dr. McGovers. Actu: Ty a good bit of it was down in Burma, rather
than in China, but in most cases it has been just left to rot there in the
jungles.

Mr. Lopge. It has been left to rot in the jungles?

Dr. McGovern. Yes, left to rot in the jungles. However, some of it
has been sold to the Chinese under this Foreign Liquidation Commit-
tee, you know, the FLC.

Mr. Lobce. Yes.

Dr. McGoverx. That has been sold mostly out of the junk heaps
over thele. and it has been sold at a nominal cost to the Chinese.

Mr. Lobce. Do you have any idea as to approximately what the value
in American dollars is of the surplus property that has been sold to
the Chinese?

Dr. McGovern. No. I had some figures on that which Ambassador
Stuart gave me, but I have *orfr(nt(m them. However, as a result of
those sales we have been able to buy a good deal of real estate over there
in Nanking and elsewhere,

(Discussion off the record.)

Mr. Lobce. I would like to have some of this on the record if T could.

Dr. McGoverN. I can get all of the figures on that for you if you
wish to have me do so.

Mr. Lopee. Can you put an inser tion in the record, Doctor, on that?

Dr. McGovery. Yes, I will include it in the report T am preparing
for the committee.

Mr. Longe. The point T am trying to bring out, Dr. Mc Govern, 1n
connection with surplus property is ‘that wherever T have traveled in
Europe I found that we had made a needlessly and, I might say quix-
otically. bad deal in eonnection with surplus property.

Dr. McGovern. Yes.

Mr. Lonce. We have taken only 15 to 20 cents on the dollar for that
surplus property, and I do not attack that. but then we tied our hands
as to the p\pmu]ltuw of our local eurrencies, both as to the things we
can spend it on and as to the time within which we have to spend it. 1
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just thought that instead of so restricting ourselves, and I would like
to get your opinion on this, that we should revise our surplus property
m’rwement in China in order to be able to spend this money in other
ways, such as for the rehabilitation of the Chinese Government and the
USIS program and other things which come to my mind. What do
you think about that, Dr. Mc Govern?

Dr. McGovern. I think it is a very excellent idea, and may I say as

footnote to that that T think the USIS is very badly in need of
some assistance in China.

Mr. Longe. 1 wanted to ask you how effective vou think it is, and
how effective it could be made with proper administration and with the
proper amount of funds?

Dr. McGover~. I put some effort into seeing what they were doing
and not doing. At first T did not think much of them, but the more
I saw them the better job I thought they were doing, although they
are both badly understatfed and handicapped. A part of that handi-
cap is due to the fact that they can only stay there so long, and at the
end of that time they have to come back to America and take a job
over here,

In China they are doing a very badly needed job because of the fact
that you have so few newspapers of large circulation, and so few mag-
azines of large circulation, and so, the Chinese are eager to get the
mformation made available to them by USIS.

In a good many cases these Chinese newspapers could not afford to
et the \P or U P stuff. and, therefore, most of the news that 111('\; get
about other parts of the world comes throungh USIS, and so they are
anxious to get it.

Mr. Lonce. Did you find among our USIS people that their point of
view was any way colored by the pinko streak in the State Depart-
ment ¢

Dr. McGovern, I went into that matter with some care. I would
say that we did have a nhmber of pinkos a year ago. Those pinkos,
however, have been eliminated.

Mr. Lovee. Do you know the names of those who remain in the State
Department and who you think have not been converted to the new
administration approach on foreign affairs?

Dr. McGovery. Well, I would rather not discuss that, Mr. Lodge.

Mr. Lobce. Why do you think it is that the State Department, in
spite of this conversion that you speak of, has not recommended
imterim aid to China?

Dr. McGovern. I do not know. T have no knowledge whatsoever
other than as a private citizen—that is probably because “the Secretar y
of State has been so much concerned with European affairs.

Mr. Lobar. Does that seem to you to be a sufficient reason?

Dr. McGovers. Itisalso possible the Secretary of State feels a little
bitterly about China because his plans have not gone well there to
imcorporate the two groups into a single government.

But, as I say, I have no know ]mlﬂ‘t-

Mr. Lobce. Do you think that it is vitally urgent that interim aid be
provided for China on the basis which is sumrealful by Dr. Judd?

Dr. McGovern. Yes, sir, and I think that they must have both
interim aid and long-term aid. They fit in together.
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Mr. Lovge. The reason I put it this way, Dr. McGovern, is because
at the moment we are considering interim aid.

Dr. McGovern. Yes.

Mr. Looee. You are prepared to state unqualifiedly and emphati-
cally tlmt, in your opinion, it is vitally urgent that interim aid be
provided in China?

Dr. McGovern. I would say that it is almost essential if we are nov
to lose our stake in China.

Mr. Lobce. Thank you, Doctor. That is all.

Mr. Crareerrerp. Mr. Mansfield.

Mr. Mf\\'snnm. Dr. McGovern, it has been brought out that be-
tween 75 percent and 80 percent of the Chinese hud(ret 1s being used
for war activities, in carrying out civil war against the anmumsta
and something was brought nut to the effect that of the 80 or 75 per-
cent 25 perce: 2t could be used in the dev elopment and 111\-,tallat1ml of
manufacturing. Who, at the present time, controls the railroads, the
shipping, the cotton mills, and other big interests which have been
taken back since Free China has been restored to the control of the
Central GGovernment, the part formerly held by the Japanese?

Dr. McGovern. Many of the textile mills which were ‘rmmeth’
.owned by the Japanese are now run by the government under a semi-
government monopoly. In other words, it is a private company bu
it is owned by the government.

In other cases there is no question but that individual Chinese have
made fortunes in the last few years. In many cases whole industries
have gotten into the hands of pro fiteers.

Mr. Mansrmrp. Can you tell this committee, Dr. McGovern, some
of the pl .ominent Chinese families which have assumed control of some
of the large industries in China?

Dr. McGovern. There is tio doubt about it that one of the impor-
tant and ver v outstanding families is the Kung family.

Mr. Mansrierp. Are there any others?

Dr. McGoverx. Well, the members of the Soong family are not
exactly broke.

Mr. Maxsriernp. What do you think is the attitude of the American
businessman toward this creation of a great monopoly, at least for
the present? Are the American businessmen in China happy with
the situation as it exists there at the present time?

Dr. McGoverN. Noj; they are definitely not happy about it.

Mr. MANSFIELD. \Vllat do they say is the reason for their dissatis-
faction with it ?

Dr. McGovern. Diserimination and also corruption. There is
always talk of the same old problems in China, inefficiency and cor-
ruption.

For instance, in the old days in the customs service it was per-
fectlyopen and clear, there was no corruption, but now at the present
time that is no longer true, and 1t is always necessary to pay some-
thing down to go into the hands of the officials.

52 am going to bring some stuff into China I want to know what
I am going to have to pay to get it in, but I do not know at the present
time because I do not know what will have to be paid to some official.

Mr. Mawnsrierp. Referring to what was said about silver, and its
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psychological effect, I must agree with you and state that in addl-
tion to lunmo' a pwchulom al effect that it provides a very sound
monetary basm, just as in this country silver 1s just as important as
gmhl in 1ts limited way.

. Judd made the statement that $200,000,000 would be enough
tn re-create a new currency. I am not a financial expert, but it does
not seem to me that that would be enough to do that job, unless you
bought it back at a very, very low rate.

Dr. McGovery. Did he not say $200,000,000 would buy up all of
the existing currency ?

Mr. Jupp. Would redeem it.

Mr. Mansrierp. At the rate of about 100,000 to 17

Mr. Jupp. At the present exchange rate.

Mr. Maxsrierp. You were asked several times by me about your
opinion as to why the $500,000,000 loan to China was not granted by
the Export- Impmt B.lnk, and you also answered several other meni-
bers of our committee when a similar question was raised,

Now, with the committee’s permission, I would like to ask Mr. Pen-
field what reasons he might have as to what the State Department’s
attitude was concerning this particular $500,000,000 loan.

Mr. CHIPERFIELD. les' think this committee would be very happy
to have Mr. Penfield discuss any questions or to participate in any way
he sees fit.

Mr. Mansrienp. Can you answer that question for the committee,
Mr. Penfield ?

STATEMENT OF JAMES K. PENFIELD, DEPUTY DIRECTOR, OFFICE
OF FAR EASTERN AFFAIRS, STATE DEPARTMENT

Mr. Pexriezrp. Mr. Chairman, I was invited here merely as an ob-
server, because I understand next week you want to hear my superior,
Mr. Butterworth, who is the responsible head of Far Eastern Affairs
in the State Department.

This particular matter of $500,000,000 which was earmarked by the
Export-lmport Bank for loans to C hina is a factual matter . but I think
that the facts as expressed here today have been rather misunderstood.

When General Marshall came back here on a visit, in March or April
of 1916, he appealed to the Export-Import Bank to earmark this
amount for loans to China, and the money was earmarked as requested.

Later—I think you will find all of this on the record, but I am not
sure of the dates, and therefore am not going into great detail—Gen-
eral Marshall repeatedly urged and stated publicly that the Depart-
ment of State urge the h\}mlt-]lnln rt Bank to implement this ear-
marking by making loans for certain specific projects. He mentioned
the rehabilitation o fthe Canton-Hankow Railroad, I think, the
Shanghai Electric Co. and several other specific projects.

None of those loans were granted, but as far as the State De-
partment was concerned, it mtrul or, actually, General Marshall,
who was under the Presidents’ directive in the most influential posi-
tion in regard to Chinese policy, urged that they be granted, but they
were not granted by the Export- Im[mll Bank. W’hv I do not know.
but T do think it is incorrect to say that the State Department put a
stop on it.
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Mr. MaxsrieLp. That is all.

Mr. Curperriern. Dr. McGovern, we thank you for your interesting
and informative testimony.

Are there any further questions?

Mrs. Borron. I was going to ask if the chairman, who promised to
ask some questions in the beginning, has found them already answered ?

Mr. Curperrierp. Yes; as to most of the questions I had in mind,
they were answered or statements were made concerning them.

(Discussion off the record.)

Mr. Jupp. Dr. McGovern, you are preparing a written report, are
vou not, for the committee?

Dr. McGovern. Yes, sir,

Mr. Jupp. On China and also one on Korea ?

Dr. McGovern. Yes, sir; on China and also on Korea.

Mr. Carperrienp. Mr. Penfield is Deputy Director of the Office of
Far Eastern Affairs in the State Department.

The committee stands adjourned until 10 o’clock Monday.

(Thereupon, at 11:55 a. m., the committee adjourned until Mon-

day, November 24, 1947, at 10 a. m.)

George C. Marshall Foundation, Lexington, Virginia




EMERGENCY FOREIGN AID

TUESDAY, NOVEMBER 25, 1947

House oF REPRESENTATIVES,
ComMriTTEE ON FOREIGN AFFAIRS
Washington, D. ¢.

The committee met at 1:45 p. m., Hon. Charles A. Eaton (chair-
man) presiding.

Chairman Earon. Mr. Cooley, I understand it is your desire to
furnish incentive tobacco.

Mr. Coorey. That is right.

STATEMENTS OF HAROLD D. COOLEY, A REPRESENTATIVE IN CON-
GRESS, FROM THE STATE OF NORTH CAROLINA; HON. JOHN W.
FLANNAGAN, JR., A REPRESENTATIVE IN CONGRESS FROM THE
STATE OF VIRGINIA; HON. VIRGIL CHAPMAN, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF KENTUCKY; AND
HON., STEPHEN PACE, A REPRESENTATIVE IN CONGRESS FROM

THE STATE OF GEORGIA

Mr. Fran~acaN. I just want to say a word. As I understand, you
have included the language “incentive goods” in the draft. Now, the
committee known as the Herter committee, of which you are chairman,
made a report which was released Monday to the public, in which this
language 1s used :

It is the committee’s view that the corporation should also be permitted to
pse a small specified portion of its authorized capital to provide incentive
goods, other than food, fuel, and fertilizer, to certain countries which are not
in a position immediately to finance the purchase of such commodities either
commercially or through the Export-Import Bank or the International Bank for
Reconstruction and Development. One of the chief impediments to increasing
European production of vitally needed commodities is the lack of consumers’
goods which can serve as incentives to labor to work harder on the job and
reduce absenteeism and to farmers to raise more food and deliver more of their
produce to market. To the extent to which European production of food and
fuel can be increased by providing at reasonable prices incentive commodities,
such as tobacco and cigarettes, shoes, clothing, and other consumers’ goods,
to miners, key factory workers, and farmers in selected food-producing regions
is the extent to which we can reduce the drain on our own resources of food
and fuel.

We would like to see this committee, when it files its report, adopt
that language or similar language, showing what you had in mind
bg' the use of the term “incentive goods.” And we certainly do think
there is a great need for tobacco, especially cigarettes and smoking
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tobacco, to get to these stricken countries. It will help not only politi-
cally, but it will help the morale of the people.

I remember reading a report made by President Hoover when he
was Food Administrator after the last war, in which he referred to
the fact, where he had been able to furnish factory workers with
tobacco, the efficiency had been increased, I think, 25 or 30 percent.

Mr. Cooley has been over there and has first-hand information
with reference to the situation, and I would like Mr. Cooley to say a
word on it.

Mr. Coorey. Mr. Chairman, T appreciate the difficulties you have in
trying to write legislation dealing with the problems of particular
agricultural commodities, and I appreciate the fact it is necessary in
legislation to use rather general terms in dealing with the problems
you are now dealing with. Our request is that substantially the same
language that is in the Herter report be adopted by this committee
n its report supporting the proposition that goods should be made
available for incentive purposes.

I would like to emphasize the importance of using one word, and
that is “tobacco,” and this is why I emphasize that. Tobacco 18 re-
garded by some people as a luxury. It certainly is not essential to
sustaining human life. And we know this, that the War Department
has not yet, in any of its budget requests, asked for any money with
which to buy tobacco. I know they have not done that because they
felt, under the language which Congress has provided as a limitation
on the use of funds in the occupied areas, they do not feel they are
authorized to buy it, because I think Congress, in substance, told Gen-
eral Clay to provide things both to protect the health of the people and
to prevent unrest and, with that limitation on him, he does not feel
free to ask for any money to provide tobacco. _

All of us who have been into Germany know what is happening. T
think, frankly, it is a disgrace to the American Government. I think
1t is a reflection on the integrity of our Government. General Clay
has issued an order which is a complete embargo on American tobacco.
The only port in the world where American tobacco cannot enter is
the port that is controlled by our military forces. There is an awful
black market and a deplorable condition in Germany, and nobody
is profiting any more by the black market than our own military and
civilian personnel in Germany.

When they issued that embargo order, it gave your military and
civilian personnel an exclusive monopoly on the black-market opera-
tions in tobacco, because they could get it. And using the one word
“tobacco” in this enumeration, I think, will be an indication to the
War Department and to the countries in the Marshall area that they
might feel free to use some of the money which is provided for the use
of incentive goods to buy tobacco, and they won’t feel free without it.
I think we all appreciate the importance of doing something to en-
courage production in the Ruhr and other places.

That is all T have to say.

I think Mr. Chapman would like to say a word.

Mr. Caapman. Mr. Chairman, this group here today represents a
large group of Representatives and Senators from all the tobacco-
producing sections, and the statements that have just been made
represent the consensus of all those men who have been discussing
this subject. |
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Unquestionably, tobacco is an incentive product, and, if you are
oing to include “incentive goods” in the bill, it would be very help-

%ul if language similar to this in the report of the Herter committee
could be inserted in the report of this committee by way of defining
what is meant by “incentive goods.”

Through this means we could begin its introduction as an incentive
product and lead to more use of it in future plans. It would help to
rehabilitate industry, break the black market, and give employment
to people; it would be a source of revenue to those countries which
are so badly in need of revenue and, of course, would be a great morale
builder for those people, as evidenced by the experience of which
former President Hoover wrote when he took relief money to buy
tobacco from the Army to give to the coal miners as an incentive for
the production of more coal. He was successful in that experiment.

Mr. Coorey. And may I say that we will have at the end of this
season 500,000,000 pounds of tobacco in Government loan.

Mr. Caapman. Yes; the Commodity Credit Corporation holds 500,-
000,000 pounds, for which the growers have already been paid the floor
price, amounting to 90 percent of parity.

Mr. FLanNacaN. I would like to have Mr. Pace say a word.

Mr. Pace. Mr. Chairman, T regret I did not have an opportunity
to visit the western European countries during the recess; but, from
all the information I have been able to gain from those who did make
the trip, I have a very distinct impression that a commodity like to-
bacco or, rather, its availability under certain conditions, which would
serve as an incentive, would make a very substantial contribution to-
ward the rehabilitation of those areas. And I am very hopeful this
committee, in its wisdom, will see fit in its report to employ language
somewhat similar to that used in the report of the Herter committee.

And if T might add just a word on my own behalf, the committee
should also draw attention in its report to the fact that those who
administer the program should give consideration to the use of other
surplus agricultural commodities.

hairman Earox. Thank you very much. We appreciate having
you gentlemen with us.

Mr. Coorey. We appreciate very much having had this opportunity.

(The committee thereupon went into executive session.)
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