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lNITED STATES FOREIGN POLICY FOR A POST·WA.R 
RECOVERY PROGRAM 

WED NESDAY, DECEMB ER 17, 1947 

HousE oF REPRESENTATIVES, 
CoMMITTEE ON FoREIGN AFFAIRS, 

Washington, D. C. 
The comn1ittee met at 10 a. m., Hon. Charles A. Eaton (chairman) 

pn· 'iding. 
Chairman EATON. The meeting will come to order. 
w~ have as our first witness this morning Mr. Herter, who is the 

author of H. R. 4579. We will ask Mr. Herter to make a statement. 
(H. R. 4579 is as follows:) 

[H. R. -i579, 80th Cong., 1st sess.) 

.A. BILL To prori le means fo financing United States programs of foreign aid and to create agencies to carry 
out such programs 

Bt it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the 11Emergency 
:Foreign Reconstruction Act, 1948". • 

p AR'I' I-GENERAL PROGRAM 

OBJECTIVES 

EC. 10. (a) It is essential to the future security and well-being of the United 
tate that foreign countries which are themselves striving to rehabilitate and 

reconstruct their war-devastated economies but need assistance to achieve success 
in their efforts, be extended such a sistance. It is the policy of the United States 
to act effectively in this regard under programs designed to achieve the following 
objectives without cau ing undue strain to the economy of the United States: 

(1) oritinuou. application on the part of r~ipient countries, individually 
and jointly, of vigorous efforts directed to increasing the production of food 
and mat rials needed to meet not only their own essential internal needs but 
the n d of oth r countries as well, so that their deficits in essential com­
moditi , , article , and materials will progressively decrease and their require­
ments from abroad be limited to a minimum consistent with sound economic 
balance. 

(2) ontinuous mutual help and cooperation among recipient countries 
directed to facilitating the economic interchange of goods and services among 
th ms lves, providing effective distribution and use of their own resources 
As well as of the resources received from abroad, and working toward the 
·limination of exchange controls, quota restrictions, and other obstacle to 
trade. 

(3) The recognition by countrie , other than the United tates, which a.re 
in a position to supplement a program of aid, have the ~arne incentive as the 
l nit d States to do so, and enjoy access to Unit d States supplie ·, of the de­
sirability of cooperating in such program, each in relation to its ability to do 

0 

(4) Enconrag ment of private initiative to assum , as conditions permit, 
the <'Ill •rgency activities which have devolv d on governments as a result of 
the •couumic devastation caused hy th war. 

1 

• 
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(5) The adoption by recipient countrie of fi cal, financial, and monetary 
programs de. igned to arre t inflation, to correct existing monetary weaknesses, 
to accompli h stabilization of exchange. , and generally to re tore confidence 
in their currencies. 

(6) The dissemination by r cipient countries of full and continuous pub­
licity regarding the purpo e, ource, character, and amount of aid furni hed 
by the United State , where such aid is not on the basis of commercial loans 
or normal commercial transactions. 

(b) All agencies of the United State participating in the United~ tate program 
of foreign aid (including United State repre entatives on international organiza-­
tions) shall, in the exercise of their re pective function. in this regard, be guided 
by the objectives set forth in thi ection. 

FOREIGN AID COUNCIL 

SEc. 11. (a) In order that facilities may exi t to promote the maximum 
coordination possible in formulating, within the limits of available funds and 
subject to this Act, and in carrying out the foreign-aid programs of the United 
States bv the various agencies of the United tates participating in such pro­
grams there is hereby created an mteragency council to be known as the Foreign 
Aid C~uncil (hereinafter called the "Council"), which shall consi t of the ~·ecretary 
of State (who shall be chairman), the 'ecretary of the Trea ury, the 1 ecretary 
of National Defense, the Secretary of Agriculture, the 1 ecretary of Commerce, 
the directors of the Emergency Foreign Recon truction Authority (hereinafter 
provided for), and the Chairman of the Board of Directors of the Export-Import 
Bank of Wash.ington. 

(b) The Council shall from time to time (1) advi e and con ult with the Pre i­
dent with respect to the establishment by him, within the limits of available funds 
and subject to this Act, of the programs of United~ 'tate aid to foreign countries, 
and policies in connection therewith, and (2) advise and coosult with it. executive 
director (hereinafter provided for) regarding the execution of such program. and 
policies. The Council shall meet at lea t once in every calendar month. 

(c) The chairman of the board of directors of the Emergency Foreign Recon­
struction Authority (hereinafter provided for) hall be ex officio the executive 
director of the Council. As such he shall have th re pon ·ibility of (1) •xamining 
all of tne various needs of foreign countries in connection with the rehat ilitation 
and reconstruction of their war-deva. tated economic., (2) forrnulating for the 
consideration of the Council proposed program of United tate. aid to ·uch coun­
tries and proposed policies in connection therewith, and (3) providiug for the 
efficient execution of any program of foreign aid and policie · in connection there­
with by issuing, with the approval of the Pre~ident and after advi ·ing and con­
sulting with the Council, directives to the variou department.· and a rcncies 
participating in such programs. Every department or ag .ncy to which any uch 
directive is issu d shall, within the limits of the power::, granted it by law, forth· 
with comply therewith. 

(d) The Emergency Foreign Reconstruction Authority ~hall furni h the ouncil 
with a staff to a"'sist the Council in the performance of it function:s. 

PART II-EMERGENCY BAsic REQUIREMENTS AssisTANCE 

EMERGENCY FOREIGN RECONSTRUCTION AUTHORI'l'Y 
I 

SEc. 20. (a) Th~re is hereby created, as an independent agency of th United 
States, a corporatiOn to be known a ' the Emergency Foreign Hecon truction 
Authority (hereinafter called the "Authority"). 

(b) The purposes and object of the Authority shall b to assi t the Foreign 
Aid <;ouncil and its ~xecutive director in t.he p rformanc of their r pcctive 
functiOns under select1~n.1 10; to !lleet the em rg ncy nc d.- of foreign countri. 
for food, fuel, and fertthzer reqmr d to enable them to achieve succc. s in thetr 
efforts to rehabilitate and reconstruct their war-devastated economics· and to 
make available to such countrie limited categories of consum•r good (other 
tl:an. foo~, fuel, 3:nd fertili_ze~) that will provid incentives to production and 
d1stnbu~wn ther. m, and lum~cd quantities of agricultural, mining, and other 
p;oduct1ve machmery a!1d eqmpment that is urgently required therein, where, in 
either case, s_uch countne~ arc unable to finan~ immediately the purcha e of uch 
goods, machmery, or eqmpment. In conn chon with and in furtherance of such 
purposes and objects, the Authority shall hav the power-

(1) to dete::~1ine, p_rescribe, a~1d couclnd the arrangements under which 
such commodities, articles, machmcry, and quipmeut will be made available 
to any foreign country; 
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(2) subject to section 23, to determine in what form payment shall be 
made by any foreign country on account of such commodities, articles, 
machinery, or equipment made available by the Authority to such country; 

(3) to purchase such commodities, article , machinery, and equipment 
without regard to ection 3709 of the Revised Statutes or other provisions 
of law relating to purcha es by the United States; 

( 4) to make contracts and acquire and dispo e of property in its own name; 
(5) to engage in foreign exchange tran. actions; 
(6) to adopt, alter, and u e a corporate seal, which shall be judicially 

noticed; 
(7) to sue and be sued, and to complain and defend, in its own name in 

any court of competent jurisdiction in the United States or in any Territory 
or po:· e ion ther.eof; 

( ) to employ and fix the compensation of such personnel as it deems 
npce-.:ary to further such purpose and objects and to di miss any of such 
personnel at plea ure, without regard to law' relating to the employment 
and compen ·ation of officer~ and employees of the United States, except 
that so far a practicable clerical and stenographic per onnel hall be em­
ployed from li ts of eligibles furni hed by the Civil Service Commission and 
the com pen ~ation of uch personnel fixed in accordance with the applicable 
compen ation chedule in the Clas ification Act of 1923, as amended; and 
to contract for services; 

(9) to create subsidiary corporation under the law of foreign countries, 
where it i · nece ·sary or appropriate for the Authority to exercise its powers 
in foreign countrie through subsidiary corporations created under the laws 
thereof; and 

( 1 0) generally to do all thing necessary to the achievement of such pur­
pos s and object , and the specification of particular powers in the foregoing 
paragraph "hall not in any manner limit the generality of the powers granted 
in t hi· paragraph. 

(c) The Authority shall not have any power to make loans payable in United 
~tates currencv. 

{d) The Authority . hall have succe ~ 'ion until January 1, 1954, whereupon all 
of its as et:-> and liabilities shall vest in the Export-Import Bank of Washington, 
as liquidating agent, whose duty it shall be to wind up the affairs of the Authority 
a.-; rapidly as po · ible consi tently with orderly liquidation. 

(L'J The Authority shall be entitled to the free use of the United States mails 
in the same manner as the executive departments of the Government. 

(fJ :\either the Authority nor any of its functions, powers, or duties shall be 
tran-;ferred to or consolidated with any other department, agency, or corpora­
tion of the Government unless Congress shall hereafter otherwise by law provide. 

(g) The Authority shall be ·ubject to the Government Corporation Control 
Act to the same extent a· wholly owned Government corporations listed in section 
101 of that Act. 

(hJ The Authority is authorized to utilize the services, facilities, and personnel 
of any d •partment or agency of the Government, with the consent of the head of 
such department or agency, and to reimburse the appropriations of such depart­
mt>nt or agency therefor. 

(i) The Authority shall make a report of all its activities to the President once 
rver.'' three month (which shall include reports of the administration of local 
rPeonstruction funds provided for in section 24), and all uch reports shall be A ub­
mittt>d by the President to Congress. 

MANAGEMENT OF AUTHORITY 

S~<:c. 21. (a) The power: of the Authority shall be exercised by the Chairman 
of the board of directors of the Authority (who shall be a full-time officer of the · 
Authority) under the direction of a board of directors (hereinafter called the 
"Board") con isting of the Chairman and seven other members, appointed by 
thl' President bv and with th ad vi ·e and consent of the St>nate. All of the 
mPml><!rs :shall b·, members of one or t,he ot.her of the t-wo major political parties, 
and not more than four ·hall be members of the same political party. Each 
mcmlH!r of the Board who is not also an officer of the Authority shall receive 
from the Authority a per diem of $100 for each day during which he is in attend­
ancl' at meetings of the Board. Vacancies in the Board shall be filled according 
to the manner in which them mber causing such vacancy was appointed. Five 
members of the Board shall constitute a quorum for the transaction of bu ·iness of 
the Board. 



George C. Marshall Foundation, Lexington, Virginia

4 FOREIGX POLICY FOR A PO T-WAR RECOYERY PROGRAM 

(b) The- Chairman of the Board shaH be the executive head of the Authority 
and executive director of the Foreign Aid Council. , 

(c) The Board hall have power to pre cribe, amend, and repeal bylaw , rule , 
and regulation (1) governing the manner in which the hu~ine of the Authority 
shall be conducted and it powers exerci ed, (2) defining the functions and duti 
~nd pre cribing the com pen ation of the officer~ of the Authority, and (3) determin­
~ng and pre cribing the manner in which obligation~ of the Authority hall be 
mcurred and it. expenditure allowed and paid. The Board may require bond 
of any officer of the Authority (other than ·the Chairman) and fix the penaltie 
thereof, and mav dismiss any officer or emplovee of the Authority (other than the 
Chairman) at pleasure · - -

(d) The officer. of the Authority . hall con i t of the Chairman of t.he Board, not 
more than two yice presidents, a trea urer, a ecretary, and . uch . pecial officer 
and representatives as the Board may pre cribe. The officer. (other than the 
Chairman) shall be appointed by the Board. 

CAPITAL OF AUTHORITY 

SEc. 22. (a) The Authority shall have a capital tock of . 500,000,000 . ub­
scribed by the United States. Payment for uch capital tock . hall he made by 
the Secretary of the Treasury at the call of the Board, and for this purpo c the 
Secretary of the Treasury i authorized to u~e a. a public debt transaction the 
proceeds of any Recurities hereafter issu d under the ~ econd Liberty Bonrl Act, 
amended, and the purposes for which . ecuritie , may be i. sued under that Act 
are extended to include such purpose. . ertificate. evidencing . tock owncr:hip 
of the United :states ~hall be is:ued by the Authority to the ~ ecretary of the 
Treasury. 

(h) The Authority is authorized to i. sue from time to time for purcha. hy the 
Secretary of the Trea. ury non-intere. t-bearing note~ maturing uot lat r than 
the date on which the Authority cea~·es to have ucce:-; ion; but the aggregate 
amount of such notes outstanding at any one time hall not exceed-- time.' the 
authorized capital stock of the Authority. The ecretary of the Trca:11ry i 
authorized and directed to purchase any notes of the Authority h·cued herrunder 
and for such purpose the Secretary of the Trea:ury i. aut horiz d to n:r a, a public 
debt tram;action the proceeds of any f:ecurities hereaft r i. ·sued under t.lw , f'cond 
Liberty Bond Ac1 ., a. amended, and the purposes for which . ccuritic: may b 
issued under that Act are extended to include . uch purpo::; . Th r ar authorized 
to be appropriated to the Authority from time to time .. mn: to nablP ih Au hority 
to retire note.~ is. ued by it herennd r. 

(c) A-. of the 31. t of D cemb r in each y ar and a. :oon a~ po.'fdb1c thereafter, 
au appraisal of all the a .. ets and liabilitie. of the Authority :hall he made by the 
Sf'cretary of the Trea~nry for the purpo. of determining its n t wort h. The 
value of a. Hcts shall, insofar a . pos. ible, he d termined on the ha:it-' of nwrket 
value at the time of appraisal, except that for ign currencies recciv •d in pa ' In nt 
for commodities shall he assign d only a nominal value. A report, of any . uch 
apprai ... al shall he submitted to the President a: soon aR possibl · after it ha lw n 
made, and by him submitted to Congress. 

PAYl\ll~ ' T FOR C:0:\1:\IODITIES F R 1'I. liED TO FORI~Ir. .· 'Ol]:-;THTE. 

, EC. 23. (a) Th arrangements between tlH' .\nthorit y and any forPigt~ cou~­
trv for furnishing commodities, articles , machinery, and eqnipnwnt dP. nhcd. m 
s<'ction 20 (b) to Ruch country shall provide for pa:vment. of full r.on:icl •rutt.on 
therefor. The character of the con. id rat ion shall be that. whi h t.he Aut hont.y 
deems to be the best obtainable in the light of the conomic sit nation of the 
foreign country ·oncerncd, thr rclat ion. hip of the goods hC'ing furrd ·hed to tl~ 
over-all plan of r construction and rl'l1abilitation, all(l the ohj cti\•ps :Pt forth m 
section 10 of this Act. 

(b) To th xtent that th Ant.hority d t rmincs that ~e nrirw con ich·mtio.n 
in United Rtat H currency, or in obligations payabl in Unitt>d ~tutc'. curn•n ·~ 1 
not feasibl in t.h<' light of th factor:-;: t forth in :-;uhRPction (a), th ·Author! Y 
may accept (1) local cnrr<'ncy of th fort>i~n country, ~2) cn_rrellci<'S of for i~n 
countries oth<'r than t.he recipient country, (,3) nth r consHi •ratwn that. hn. or' 11l 
have a readily determinabl market. Yalnc, or (4) arty combiuatioll of the for<> roin, 
but consideration in t h form f curn•ncies of forPign countrif's ot h ·r than h 
recipient countr , may not. exc d 25 perc •nt um oft he vnltH• of t.he total coll'icl r­
ation received. ·The exchange valu · of any for ign currPne.v r(:ccivcci :hall b 
fix d in th arrangement~ conclud cl, but if agre ment cannot b · r ·ach •d in thi 
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resp{'ct then the exchange value hall be that currently fixed by the International 
.\lonetary Fund. So far a~ practicable, the con ·ideration to be received shall 
include the furnishing to the United tates, or agreeing to produce for the United 
~tate~. for stockpiling purposes, . trategic mineral that are produced, or whose 
production can be developed, in the recipient country (including its colonies and 
posse~::.ions). 

l:::>E OF FOREIGN CURRE~CIES RECEIVED 

:::lEe. 24. (a) The foreign currencie~ of the re pective countries rece1vmg aid 
from the Authoritv shall be u. ed a local recon truction fund in those countries 
as hereinafter pro\:id d. 

(b) Each local recon ·tructio.Q. fund (which hall include the initial principal 
:-:um, and any income therefrom and increment therein) shall, ·ubject to the pro­
d:-;ion:-; of thL -ection, b administered in uch manner a may be prescribed in the 
arrangrment~ concluded by the Authority with the recipient country in quesLion. 
Th<' expen;:,e of admini ·tering the fund may be paid from the fund. In concluding 
arrau~!l'ments with the variou~ recipient countrie ·, the Authority shall endeavor 
to ::'l'Cure th inclu..:ion of provi.ions to the effect that all disputes in re-pect of the 
tl~t· or admini ·tration of local recon truction funds hall be submitted forthwith 
for final d termination to a de~ignated international agency or arbitral tribunal. 

(c) Each local recon:::;truction fund shall he admini tered and utilized for the 
purpo:'c f contributin~ to the rapid recovery of economic tability in the foreign 
country collccrned and of dev loping new ource~ of wealth therein. To the 
t•xtPnt n ce · ·ary to achieve thi ~ pur~)O. e each uch fund may be u~ed-

(1) to purchase and 11 securities, and otherwi e to inve t in enterpri es 
and projr>ct · which will contribute to such recovery or develop new sources 
t)f w alth; 

(2) to purchase in such country, at the request of the Seer tary of~ T ational 
Dcfcn..:e, ·tragetic and critical materials for tockpiling in the United State , 
and to develop natural resource for future stockpiling; 

(3) to promote enterpri~es of mutual interest to the Unit~d tates and 
wch foreio-n country; and 

( 4) T'o aid in furnishing technical assistance to such foreign country to 
further iL recon truction effort.:. 

td) The power~ in re ·pect of the administration and use of any local recon­
"lrlletion fund in any foreign c untry ::-;hall be subject to the following limitation : 

(1)' Such power shall be exercised o far a~ practicable to avoid ex rci~inp; 
<'nnt.rol over the management or opPration of any enterprise or project in 
which urns in ·uch fund may be invested. 

(2) 'uch power· ·hall not be exerci ·ed ~o as top rmit, without the approval 
of the International :\fonetary Fund, th ex chang , directly or indirectly, of 
:-um.~ in the fund for United State~ currency or the currency of any other 
eouutry that can be freely exchanged in world mar ets. 

(3) 'uch J)(JWNS ~hall not be xercised in a manner that will impair the 
mont.!tary or fi:-:;cal policy of the recipient country. 

(l') 'I he .\.ut.horit.y may authorize the ale for United State._ currency, at the 
oriJ.!;innl Yalue or at a di:count, in the discretion of the Authority, of all or any 
part o an~· local reconstruction fund either to the government of the for ign 
cot111try in which it i::-; being administ r d or to any person approved by the 
!.!;own m ut of ::;uch country; and any foreign country in which such a fund i: 
fH'irt!.!: admini::;ter d shall at all time~ have the right to purchase all or any part of 
Stll'h fuu l in nited ~tatcs curr ncy at ~uch original value. 

P RT III-AMJ<;ND~1ENT TO ExiSTING LAws 

AMEND'\lE •T OF EXPORT-IMPORT BANK ACT OF 1945 

S1.1'. 30. (n) S ction 4 of t.h Export-Import Bank Act of 194.5 i · amended­
(!) by striking out "$1,000,000,000" and in~erting in li 'll th •rcof 

"$ "; and 
(2) hy :triking out 11$ 25,000,000". 

(h) Th ·ccond s 'nt n ·e of section 2 (a) of the Expor -Import Bank Act of 1945 
is aiiH'lHl('(i t.o nu.d a. follows: 11The objects and purpo._' of th bank ·hall h 
(1) to aid in the financing and to facilitate exports and import· and th xchange 
of eommocliti 's h tween the Unit d Stat s or anv of its Territorie or in ·ular 
posse:. ions and any foreign country or the ag .nci s or nat.ional~ th r of, and 
(2) to fa<'ilitat · Unit d ~tateH programs of aid to foreign countri s in connertion 
with thr> rl'habilitation and r con·tnt •tion of th ir war-dcva~tat d econorni · by 
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aiding in financing purchases by such countries of needed articles and commodities 
of a character normally financed by short term or intermediate credit." 

EXTENSION OF POWER OF ALLOCATION UNDER SECOND WAR POWERS ACT, lgf2 

SEc. 31. Subsections (b) and (c) of section 1501 of the Second War Powers Act, 
1942, as amended, are amended by striking out "February 29, 1948," in each of 
such subsections and inserting in lieu thereof "June 30, 1949". 

EXPORT CONTROLS AND ALLOCATIONS 

SEc. 32. (a) Section 6 (d) of the Act of July 2, 1940, en ti tied 11 An Act to expedite 
the strengthening of the national defense", a amended, i. amended by striking out 
11February 29, 1948" and inserting in lieu thereof "June 30, 1949". 

(b) The powers, functions, and duties of the Secretary of Commerce under 
section 6 of the Second Decontrol Act of 1947 are hereby tran fcrred to the 
Executive Director of the Foreign Aid Conncil. 'uch tran· fer . hall take effect 
sixty days after the date on which the Chairman of the Board of Dirl.!ctor of the 
Emergency Foreign Reconstruction Authority first appointed under this Act 
qualifies and takes office. 

Mr. JARMAN. Mr. Chairman, this is an all-important matter, a 
matter pertaining to which, as I understand it, the President will 
send a message to the Congress today or tomorrow. 

I do not believe, in the first place, as I indicated by my vote, that 
such a matter should be taken up at the shank of the ssion when 
everybody is in a hurry to go home; further, I do not believe that 
such an important matter should be taken up without a quorum, 
and, therefore, I make the point of order that a quonuu is not pres nt. 

~fr. VoRYS. IV[r. Chairman, there are two actions that the com­
mittee can take. One is to adjourn and the other is to send the 
sergeant at arms for the absent Inembers. 

I ask the chairman to send the sergeant at arms for th ab ent 
members. 

:11r. ~IuNDT. I second the motion, l'dr. Chairman. This i n v ry 
important matter. \Ve have dilly-dallied long n ugh. 

11r. JARMAN. I would sugg st that is too important to dilly-dally 
on at this stage of the game, after you have t\vcedledeed and twc dl -
dummed for 2 or 3 weeks on another matter. 

Chairman EATON. If l\Ir. Cra\\-·ford will act as the scrg ant at 
arms we will ask him to go for the ab cnt members. 

I may say to our distinguish d witn ss this morning that thi 
committee has been under t rrific and continuous tntin for :~6 day 
without a let-up. We are tired. I imagine that i why o1n of the 
members arc not here this Inorning. 

Mr. JARMAN. I thoroughly agree with the chairman and I want the 
witness to understand that the abscn c of the mmnb r and my point 
of order is not the least bit personal to him. 

We will adjourn tomorrow or the next day and I don't thinl· thi iR 
the time to take up such an important matter. 

Chairman EATON. Off the record. 
(Discussion off the record.) 
Chairman EATON. The com1nittce will be in order. A quorum i • present. 
Our first witness is the distinguished m mber of the llouse, Mr. 

Herter, who will addre s us on the subj ct of H. R. 4579. 
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STATEMENT OF HON. C. A. HERTER, MEMBER OF CONGRESS 

1\fr. HERTER. 11r. Chairman, I have a very brief statement here 
which, with your permission, I would like to read. 

Chairman EATON. Yes. 
Mr. HERTER. The bill which you are presently considering, H. R. 

4.179, was introduced by me on November 23 in order to carry out 
the recommendations of the Select Con1mittee on Foreign Aid. These 
recommendations appear in House Report No. 1141. As you may 
recall, the select con1mittee was directed to make a study of (1) actual 
and prospective needs of foreign nations and peoples, including those 
within United States military zones, both for relief in terms of food, 
clothing, and so forth, and of economic rehabilitation, and (2) existing 
or contemplated agencies, whether private, public, domestic, or inter­
national, qualified to deal with such needs. 

In other words, the bill that is now before you represents the mandate 
which was given to this select committee to report on agencies either 
existing or conten1plated, domestic or international, qualified to deal 
with any program of foreign aid. 

The cornn1ittee, in accordance with these directions, studied care­
fully existing organizations, and in its report recornmended that two 
existing organizations, namely, the World Bank and the Export­
Import Bank, should be called upon to play an important role in any 
progran1 of foreign aid which the Congress might adopt; but that, in 
addition, a domestic agency should be created which would have the 
primary responsibility for (a) coordinating to the maximun1 degree the 
formulation of reconstruction policy; (b) the administration of so 
much of any program as involves the proviJing of food, fuel, and 
fertilizer; (c) screening the needs of foreign countries; (d) adnlinister­
ing export controls; and (e) correlating any program of foreign aid 
with available commodities to n1eet such a progra.rn in order that the 
impact on our domestic econon1y might be held to a n1inimum. 

This is essentially what the legislation now before you purports 
to do. I am hoping that the hearings which you are now beginning 
will be confined to the form of organization proposed in this bill and 
will not extend to an immediate con$ideration of the amount of rnoney 
which should be made available for the carrying out of any specific 
program. It seems to me that it would be wiser not to confuse the 
two problems at this time, but to concentrate on the wisdom of setting 
up a new agency such as is proposed. 

In the interim-aid bill which we have just passed, provision was 
made to transfer the functions, applicable records, and funds provided 
for in that act to such new organization as the Congress might approve. 
This clause obviously anticipated that some new organization would 
be set up, and I naturally hope that it will be of the type of organiza­
tion which the select committee has recommended that will meet 
with your approval. I think I should make it clear that the approval 
of this type of orga.nization would not in itself constitute an approval 
of any specific additional program. 

The need for the creation of a new agency to carry out any program 
of foreign aid has been fully recognized, not alone in the report of 
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the sel ct committee, but likew·i e in the report of thl· Harriman 
committee and in resolution adopted by ueh bodie a the United 
State Chamber of Commerce, the Foreign Trade Counc·il, and so 
forth. 

In du(l time I 'vould be glad to file thos various re olution and 
I think before you g t through 'vith the hearing. on thi tho-- hodies 
themselves would like to be heard. 

I shall, therefore, not argue that point furthrr, but will onfine 
myself to the major provisions of the bill it df. 

The bill, after setting up the criteria upon which any foreign-aid 
program should b based, sets up t\VO n w agencies of Government. 
The first, called the Emergency Foreign Recon truction Authority, i 
in corporate form with eight directors to be appoint d by th President 
and confirmed by the nate, not more than fonr of '!'"hom hall be 
of one political party. One of the eight directors is to he named 
chairman of the board of dir ctors bv the · Pre iclent. Ile would 
devote hls entire time to the position ancl w·ould be the admini. trative 
head of the Authority. Th Authority would, in ff ct, be the adminis­
trative agency for any foreign-aid program. The se ond organization 
\vhich the bill sets up is th Foreign Aid Council, whir.h i in effect 
a consultative body with the ecr tary of tat a Chainnan and 
comprising in addition to the eight directors of the Authority, the 
Secretary of Defens , th Secretary of the Treasury, th ~eeretary 
of Commerce, the Secretary of Agriculture, the Chairn1an of the 
Board of the Export-Import Bank, and th United State rcpresrnt­
ative on the World Bank and 11onetary Fund. 

It would be the primary respon ibility f the Chairn1an of the 
Board of the Authority, who would likewi. e aet a the I~. ·r<"utive 
Dir ctor for the Foreign Aid ouncil, to formualt thr. d t,niL of any 
program of foreign aiel and hefor i suing dir dive rPquirin<r vurious 
agencies of Government to carry out th action nee ary to imple­
ment such a program, to con ult \vith th For ign Aid ouncil and 
to receive the approval of the Pre ident. The pcr~onncl of the Au­
thority would be selected and have salarie fix d by it. dir ctor~. and 
the right to terminate any program b ·au of failure of any given 
nation to meet the criteria et up in the hill would re t with the u­
thority. The per onnel of the Auth rity \vould n t, be .'uhjrr.t to 
civil ervice restrictions, but in the cl rieal grade , th po. ition and 
pay would correspond to similar po it.ion in oth r ~ovPnliJWnt de­
partments and agencies. 

The Authority would hav no po,ver to loan n1on< y to nnyone. 
It would have power to purchase or dir ct the pur ha. of food, fu 1, 
and fertilizer, as well a orne in ·cntiv good , and th powt'r to 
allocate these commodities to r cipi nt nations. It pr<''llnul.bl. 
·would coordinate its program 'vith ucb loan as the Ext ort-lmp rt 
Bank and World Bank would make to the < satnL' nat,ion~ for raw 
materials and capital good in ord r t.h. t. nny givrn progrnm of aid 
would effectively ineludc u h ommodit.ie and Ina ·hinery a:s would 
constitute a program l ading to th sp<'cdic. t po ible r '<:OV<'l'.V of the 
r~?cipient nation . The Authority w uld lutv<' to talr<' pn.ynwnt for 
such commodities as it a1locat d •ithcr in th fonn of dolhn. or, wh('re 
dJllars were not available, in the form of local rurn'neit>~. It would 
be responsible for making eparnt' arrang •m nt with Ptt<"h recipient 
country for the most eff ctiv u of tho don1 tic currrn ir in 
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order to effect the speediest recovery of the country itself, and in this 
ronnection, should lay particular emphasis upon the development of 
new wealth, particularly in the field of strategic n1inerals which are 
important for us to stock-pile. 

\\ .. bile the above are merely the high lights of the more detailed 
provisions contained in the bill, they give its essential substance. 

The reason why this type of organization was recommended by the 
select committee can be quite si1nply stated. In the first place, it 
centralizes the responsibility for a very difficult administrative job 
under a single individual. In the second place, it gives that individual 
a board of directors to consult with who presun1ably represent as good 
brains, experience and judgment as the two political parties can 
muster. In the third place, it provides for the coordination of all of 
our Governinental activities which bear on any given operation in 
their field without detracting from the final authority of the President 
of the "United States, who, by the Constitution, is charged with the 
conduct of our foreign relations. 

Xot alone is responsibility centered in on<: individual. \Vith the 
approval of the Board of Directors, he is in a position to select the 
'mall but con1petcnt staff required in this country and abroad to 
carry out an effective and efficient operation without too n1uch red 
tape. He is in a position to secure, by contract or otherwise, technical 
services of the highest order, not alone for the planning, screening, 
administration, and supervision of any foreign-aid prognun, but like­
wi e for assistance in a proper determination of the use to which local 
currencies should be put. It is my belief that the type of organization 
proposrcl v.rould attract the highest grade of American citizcn, since 
the personnel would be given a scope in the adrninistrative field which 
could never be secured under any straight-line department. 

Administering any foreign aid program is essentially a job for 
technically skilled personnel. The same is true of any evaluation 
of the impact of foreign aid on our domestic economy. We cannot 
afford to undertake any program without making the effort to have it 
administered in a really effective way. 

The United States has made serious blundrrs in its humanitarian 
efforts to be of help to war-stricken nations. Those blunders should 
not be repeated. The right organization with the right personnel 
can be the very best assurance to the American people that such dol­
lar or commodities as they are willing to provide to assist in recovery 
would not be wasted. 

That, Mr. Chairman, is a very brief statement of a bill that com­
pri cs some 14 pages. I do not know, as a result of the colloquy which 
took placP befon~ I bcgan my testimony, how far you want me to go, 
whethrr you want me to go through tlH' bill paragraph by paragraph 
and describe the purpose of each of the provisions containt>d in the bill. 

Mr. ~1uNDT. I suggest we do that, Mr. Chairman. 
hairman EATO~. I think that our distinguished colleague ought 

to romplct.e his staten1ent. 
~1r. HERTEH. lY1r. Chairman, the very first part of this bill, whi<"h 

is tlw gpneral prograrn, lays down certain objeetiY<'S which, in the 
opinion of tlw con1mittPr, are the objectives thn.t any fon~ign-aid 
program ought to attrmpt to achieve. The wording of thos<> objec­
tives as they appear in the bill are almost identical or follow V<.'ry 
closely the wording of the objectives that were set out by the 16 
nations in Paris as objectives that they thetnsclvrs ought to meet. 
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In other words, these objectives as stated in here ar not something 
tal~en out of the air as being invented by us as d sirable obj ctives 
purely from our own pojnt of view. They are objective~ to which 
16 nations in effect affixed their signatures as bejng th objectives of 
any program which would as ist them in their recovery. 

There is one paragraph that was inad vertcntly left out and \Vhich 
I would like to offer as an amendment at the proper time, \Vhich 
would come at the bottom ot page 3, after section B. It read : 

Programs of foreign aid shall be instituted only in countrie ub ~cribing to the 
objectives enunciated in this section and continued in any country only o long 
as the Authority is satisfied that such objectives are being pursued in good faith 
in that country. 

With respect to the objectives that are enunciated there I think I 
ought to say a word about the general forn1 that this bill tak . It 
mentions no specific country. At the time that it \vas drafted the 
London conference had not yet convened and no one kne\v \Vhat the 
outcome of our discussions with Russia would be with resp ct to the 
German situation. We also, apparently, have no information as to 
when any peace treaty can be made with Japan. But w have under 
the American flag those two nations as \V ll as Korea and its m d to 
me in the drafting of this bill that if we were setting up an administra­
tive body in which we had faith it should certainly include the opera­
tion of the economic recovery program in Japan and Germany a well 
as in Korea together with the 16 nations. 

Mr. JoNKMAN. 1Iay I ask a question? 
Chairman EATON. Mr. Jonkman. 
Mr. JoNKMAN. By that do you mean that you contemplates ~tting 

up an agency in each country which shall handle th fund to b u d 
there as we did, for instance, in 1926 and 1927 or ar you going to d al 
with nations and governments? 

lVIr. HERTER. Well, to a certain extent you hav to d al with 
governments. I think I ought to take a minute with r sp ct to this 
situation. There is a very widely held misconception as to what can 
be done as a purely relief operation. 

The relief organizations that were set up after the la. t war operat d 
with governments insofar as bulk commodities wcr ·one rncd and 
they set up their own operation only whcr th y wttnt d t,o giv . a 
supplementary meal to a limited section of the populaJi n, ~ueh ns th 
children in certain institutions, and so on. That wa th only pa.rt 
of the operation that they themselves operated. 

You cannot conduct an outside operation of reli f in foodstuff in 
bulk in very large quantities. For instance, what happ n ther i , 
with wheat, for instance, in every European country it i mi. ·cd with 
the local wheat. It is milled entirely differ ntly than it is her . 
There is no such thing as white bread, for in tance, in any country in 
Europe today. It is all pretty dark and i \Vhat we would ·on id r a 
fairly inferior quality of bread. 

That means that your supplie that come from ov~rsca , \Vheth r 
from this country or the Argentine or Canada, are mixed in with the 
indigenous supply and you cannot segregate the two things. Th n 
the actual proces is that the wheat goe to the mill r, t.he mill r in 
turn mills it to the degree of finenes that the government provid s 
for, then it is allocated to the different bakerie , the baker in tum 
make the bread, and either distribute it thmn elv s or the p ople 
receive it on a ration card. 
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That i th proccs. through which th bulk operation go . 
l\lr. Jo .. TKMAN. I under t.and that, but u.fter all \YC must reincmber 

that thi ( nvi ag - conon1ic r~covcry to a larg xtent. Now, after 
th ]ir~t 'Vorld \Yar when w went through the' arne experience that 
w ar g ing through now·, \Ve purnped $7,000,000,000 into those 
ountri with ut cr 'tting anywh r •. Th n \V found out that in order 

to do n1n thincr '' ~had to 'nd rn •n in to s e that the individual nc d 
wcr 111 ~t. }L ~ for in -tan· , in Poland. ' ... ' SfL\V to it that v 'ry 
p nny vent tow. rei the pr duetion of con un1cr good . That clicl~cd 
and in 3 Yl'Hr w h::u.l Poland, f r in t.ancc, ·hang 'd frorn an irnporting 
"Ountr~ r o an '· ·p r · ing country. 

Th riti ·isn1 i~ th t we don't reach the peopl \YC \Vant to r nch. 
ll. ou. r d ing n.t the pre cnt tirne is incr a incr th gen raJ supply 

t th ountr. T that you were criving rnoney to and it s 'cps down in 
th arn \Va. r '·it.h little rnor - ping on to tho~ that haven't at y­
thing a.t all. I full~ r a oT that thi type of adrnini trn.tion thu.t we 
bop t - 't up oucrht to tak care of the objcctiv ,..., y ou hav • nun.er-
t . . 

1r. 1-IERTER. In th" first plac , you would hav three acr nci s opera.t­
iJ g in ·h fil'ld. One is the Export-hnport Bank, secoud the \Vorld 

ank and thir l th new corporation that i set up. This new cor­
p ration i •t up first to oonlinat the entir op '1"... tion and secondly 

·ur nd di:-.tributr only the v ry li1nit d ·at ('gory f o·oocls' hich 
I' vhat you n1ight c ll t 1 ' reli ·f <Yood . '1 h ( J!. .~por -Irnp rt Bank 
r uld handl • the 'ntir qu •"'t.ion of l an , unu \·e belie • th •y should 
be loan n1. d with r '"'PC ·t to raw mt. t rial , raw mat rials and ·ertain 
t:p of int rm dint • machin •ries that would nonnally b • financcu 
pri\~ t ly by int 'l'lll ·dint' loans . 

.. fr. Jo l:K:\IAN. Th c:"' loan to b 1nade by the govcrnn1ent and 
th n by th' crovernn1 nts to th individual? 

1r. H bHTER. Und r th law th EYport-Import Bank has to have 
a g 'l'Utn ntal guarnnt, ' of a loan. They hav t.o hav the govern­
m ntal guarant 'C. ''hat th y ar doincr i pecifying when they make 
a I n for a pi ' · of machin ry or any conunodity that it shall go to 

giv 'Il indu try . 
... Ir. Jo .T KMA .... Is . 

r. llbWrbR. In oth r word , if you willlool- at th last r •lea e of 
th ]~.·port-lrnp rt Bani- on h n1 t re cnt loan to Italy, you will 

th y bnv·e d 'tail 'd to th . rnall•::;t conct>rn, for in tan e, how much 
al hat, pnrt.ieular on rn ~ hould g t. Th 'Y have th 'ir xperts in 

h fit: ld t.ud ing t.h r 'quircrn 1 t.s of hig and larb industri' nnd 
hav 1nnde it a · ndit.ion of t.h loan Uwt th •r b"' <.1 livered to en ·h 
in lu try t.h quantity sp ' ifi 'd o there will be no juggling of the 
m t ri 1 for whi ·h that loan i mad£'. 

It i 1ny b 'lid tbn L that is hl only sound way in which to nwk 'any 
l n- to l><' surP thnt, the n1ntPrinl tbnt. i" to 1>' pur·ha Pd with tho 
l n 'r t to the right, iH<liv idunls. 

Jr. !Jo rl\t • 1~ it your und ·rst .. nding that this r' ·on~trud.ion 
utl ri y sh tll hnndl' only htunnn r 'li •f'? 
~1r. lli<;HTJ~n. And ·oordinnt' th' oth r. 
Jr. • Ox'"Kl\tA . ) PS • 

.. Jr. llbH'I'I•,H. Th 1~ . -port.-hnport Bnnl- i nn ' . ·c ·llPnt.ly tnnnno·ed 
(' n · rn to n1y mind. rl hey mui~ ' n Yt>ry horough t 'l'hnil'al in~p '<'­
ti 1 of tht> indu triPs to b' h lped unci thP qunntit.y of rnw mat 'rial 
tl t mny b • r ·q uirt>cl. That •on · rn, a you I-now, hns bP 'll op 'I'-
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ating for a nurrthcr of year and ha made many lo~ n~. It has not, 
a yet, had to write off any loan a~ bad loan and ha~ .hcf'n f'.arning 
money. It is deYeloping better and better t. chnical k1ll~ a It goes 
along. The \Vorld Bank, I think, is operating in yo·y mu(·h the arne 
\vav. 

But for all thre organizations you nred only on • t }chni(·al taff. 
You do not need three cornpcting staff . To rny 111ind the u ·rp of 
any program is dependent on how good tt•chnician you huYP in the 
field. You must have technician who 1-now what they n l'(' talking 
about lwforr you rr akP a grant or a loan. 'l'he purp c of this is to 
give you an elastic organization. 

For in tancc, in manv case , if vou \van t tht' service of an. <'nginrer­
ing firm, it is rnuch better to get then1 hy contract, rather th.an by 
hiring an indiYidual here and an individual ther . 

Let rnc be specific from the point of view of an exan1ple in the 
recovery program. There have been a great n1any thing uggested­
a complete reconditioning of their machin ric , the drvelop1ncnt of 
certain new industries, and so forth. I d n't sec ho\v any prudrnt 
person trying to help in that itna tion could po ibly t •ll \vhat \\"a~ the 
right thing t.o do and concentrate on it unl he hal an U\\Tfully good 
enginerring study mad~ of the over-all pictur . I think a very good 
one has been made by the ''-rorld Bank. It ha b en k pt up to date. 

o far as I know it hasn't been duplicated by any oth rag ncy. 
I can see no point in having a killed tudy mad of th situation 

unless it is mad<' use of by a coordinated agency of this kind that is 
going to bring to any program the very b t brain w an find. I 
think it i the kindest thing we can do for for ign nation h<· ·ause I 
think the know-how and thr skill we have ar the gr at0. t ·ontribu­
tions we an make. 'Ve certainly ought to apply th v ry bPst brains 
we can to any program. . 

1Ir. FuLTON . .:\Ir. HrrtPr, would you comment n your amPIHhnent? 
~Ir. HEHTf ... R. This am<'ndrncnt [indicating]? 
l\lr. FuLTO~. Y rs. I \\ ould lil·e to hear you further on th amend­

ment. 
:\lr. liEHTER. Tlw anwiH.hnent hould, ob Ti u ly, b tukPn in ron­

junction with the objectives a stated in thi bill. The ohjP<'tivPs are 
in pr tty general tcrrns that from the point of vi w of whn t. nn tions 
will do in the way of self-help and by way of c penttion. I <'lnnot 
conceive of any nation with which we will he co peru ting in a r<'liClf 
program not being willing to ubscrib to the ' bj •ctiv< s. 

Mr. FuLTON. G rmany has a mixed governn1rnt. and 1\:on n ha a 
mixed government. 

Mr. HERTER. G rmany, I arn hoping, will, within n very hort 
period of tin1e, have ome one type of governn1cnt. 

Chairman EATON. All of it? 
Mr. HERTER. The three wr. tern ZOIH.. I can't ~( < nnything 1 P 

coming out of this ~ ituation but that. Aft(•r nll you hn VP a for1n f 
governrnent in aeh one of th z nes todny. If thosp zotH'b et n be 
con1binrd with sonH' (1<-grep of C('ntrn.lizn,t.ion, ('<•rtain ly ('<'OllOinic 
centralization, you hav<' n, group that <'Hll opernt(' und 'I' tlu obj ctives 
pcrfc<'tly well. 

As n. rnatter of fn t, in the r<'quin·nH nt. thnt wprp put togl'th rat 
tlw Pari, eonfPn'ncP wPstprn Gt'nnm .v wns n'pn•s<·nt Pd b. the 
British an(l Anwrien.n Inilitary ttuthority nnd tlw fi~un s for we tern 
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Gennany wer' indwl(cl in tlu• ~o-callt>d lo ~lnrshall plan ountri<' 
at thn t t inw. 

~lr. FrLTO. ·. II ow nbout China'? 
~fr. Hr~H.J'ER. China, it ~ecin, to n , could ub~erib to V<'ry one 

of tlwsP objec ivl' ·. I <'· n't thinl- of ne to whieh tlw:r eouldn't 
ubwrihe. If th y r fus •d to do so, I think it w uld b a t. <'lc ~ 

thing to try to co•1tinue un~r pro<.,.rnin of ~ id. 
~Ir. FcLTo.·. Tl l' 1 hiJll'S<' G VPrnincnt woulcl b • bl' to gt· 

within thl' tt•rnb of y ur .uncnchncn on th objecti .,, '? ·You 
think tht'." ~ re in po:::>i ion to o eorne within your tun 'lHhne 1t? 

~Ir. HERTER. 1 thinl- they ('Prtainly \vould. I ·an't i1nngiiw why 
they eouldn 't. If they would try in g cl f<li th e rtninly \' · ought. to 
('JH'ourngr then1 as IHU<'h u. we c·nn to carry th 111 out. 

~II". BoLTO. ~. ~Ir. hninn .. n, n1ight W'' hav the wit.nc · <'ontinu 
without qtH'stioning until h finishes hi tnt ment? 

hnirman E.\. To.~. Son1c of tL .. would lil- ~ to a k a q uest.ion now and 
then . 

. Irs. BoLTO. ~. \\ rv wrll. 
Chairrnun E.\TO~. ·r woulcllil~l' to a k two que:tion . 
Is thi" lPg-i~lation proposed a a "ub titut for the ... Iarshall plan, 

which i still in ."on1ewhat of un in no ·uou rondi tion '? 
~Ir. H.t:RTEH. ~Ir. hnirn1a.n, I have O'Ot t go back into past his­

tory to an~wer that que ti n. 
Tlll' original rc"olution that cTPutecl th eo1nmitt to ·tudy agencies 

of Gon~runwnt best suited to handle any foreign-aid progr m "''us 
filed last April, which wa 2, In nth. b f rc ~Ir. ~Iar"hall 1nadc his 
peech at Harvard t'nivPrsity. At that tin1c it c •n1ed to some of us 

obvious that thr econoinic" f Europ0an ·ountri s W< rein such hape 
that we \Vould haVl' then1 all very n f r h 'lp and ught to be pre­
pared to know what tho-e call" i1npli d. 

Chairtnan EATON. Ju t one m re qu stion. 
I hnn· n•tHl thi."' hill 'ith gn'nt inten' "' t and <'Hn' and a~ a lnunhle 

hn man. i t S~'('Ins to Illt' thn it a holi lw the Fon'ign 1 fl'airs Conuni ttce 
of thP Houst• of Rc pn'. t•ntntin·s and the e.~pc·utivc' departinent and 
(•'tubli"ht>s a sup"r-dup 'r rgn.nizntion f Governnwnt. .·uch n h<" 
llP\·Pr P. i ·t<'d l>,•fon• in thi.- <'Ountry. 

_\m L as usual, \\Ton~ in t bat'? · 
~lr. HLHrEJL Yt's. I woulcl--
Chuirn nn 11: \'l'OX. s usual. 
~[r. liLHTCIL I wouldn't . av "u u ual." I di ·agr with your 

npprui~nl of this bill. · 
Chuirnwn EA'rO'\. 'Yhnt fnnc i n would th Govcnun nt, or thi 

eomrnittl'(', huv(• in this stqwr-dutwr orgnnizati n if it tnl-t'S OY<'r'? . 
:\Ir. II bH'J ElL I don't know just what fu nttion you con tt>Inplat 

any <:Onnnittt'<' of tlH' 1on<rr<'. s havin<r ('Xcept thn.t tlll' <'Ointnitt 
of tlw Con:.(n'ss w hic·h ('rt n t<'s nny ag( IH'Y or body uncl<'r t.lw r -
organization plan has full n• "'P 11 ibility f r th' sup •rvi ion 
it OJWl'H t ion. 

hninnun .F..J\TO'\. So thut wlwn ngn•s ... and t.his <'Onunit.tce 
rPlinquislws its rPspon. ibilitic•, and turns tlwrn over to your organiza­
tion. tht'n W<' hnv<' nothing nwrc t \ rry about? 

:\lr. Ih:HTI~IL o. TndPr the· r<'orgnnization plnn you ar thl' on'S 
who nr<' the wntc·hdog to "c' hat. th' orgnnization fune ion. properly. 
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Chairman EATON. You arc not goinO' to e tabli:::h son1ething el e 
that we have to wa trh, ar you? 

1fr. HERTER. That was adopted last v ar bv th Hous in the 
reorganization plan of the House, tha ea~ h comntittce und r who e 
jurisdiction any agency or department of Governrnen f ll, that com­
mittee \vas responsible for the supervi ion of its adn1inistrative 
functions. 

Chairman EATON. I hope to be enlio-htenecl as we cro nlonO'. Th~ 
impression it In~kes on me is this, that thi i a n w organiz~tion of 
gov ri?Jllent wluch supers~d th Hou of Repre cntati T , and, 
most Important, the Foreign Affair Co1nn1ittee and th Executive 
d~wntow·n. This ~ew organization, what con titu ional pow rs are 
still left to control It or govern it? 

~Ir. HERTER. :.\Ir. Chairman, I disagree w·ith you very radically. 
Chairman EATO~. That is not unu ual. ~ 
~Ir_. HE~TER. The Export-Import Bank, in order to pcrform certain 

~unct.wns, Is s ~up as a separate corporation, and annot be rcorgan­
I~ed under orchna_ry powers. Th Re ·on ~ruction FinanrP Corpora­
bon was set up In very nn1eh the s:unc n1ann r. \Y have had a 
~uccession of agen ·ics to d r al with such rnattcr . \ ar now getting 
Into, presumably, the con idcration of certain very difii<"ult programs 
that, I assume, arc going to be rN·onlnlcndcd. The prOJWr adminis­
tration of those progran1 , to n1y mind, i a sin qua non of any 
successful operation. If you are going to have an adrnini t.rative 
set-up in whirh neither the Congress nor th' peopl of thi country 
have confidcnce - I ran think of nothing Inorr trao;ir. 

Reading the press this morning, the T cw y· orl- Tin1e had a front­
pag story to th effect that hortly th Pr ._ idcnt would lH' ~rnding 
us a program setting up a new agency. Today you hn r< got. things 
scatter d all over our Governn1ent. If you have son1P ('oordinn.ti n, 
so that you have an integrated, intelligent progratn, intdligcntly 
supervised, the hope of mal-ing effrctive u. c of the American dollar 
or the American comn1odity would be greatly enhan d. 

I think you \\'"ill agree, ~Ir. Chainnan, that anything we do is a 
gamble, but it is a gan1ble that I, per. onnlly, think i worth tal·ing. 
There is no assurance that any program that w rnio·ht, undcrtak i 
going to t)UC<.: ·c.d.. On_ the other hand,_ the h.P~~ eha .w · of . uc~e 
lies in able admintstra twn and, to n1y mnHl, tlu " 1 n h•ghly tpchmcal 
field in whi h to operat . It require.. th • b • t chnic·ian~ and the 
purpose of th organization i to all w an lnstieity and fr' •dom in 
setting up such an organization. . . . 

In addition, we hav heard a great dcnl sntd about n. btpartt an 
foreign policy. If you nrc going to .und rtnl~e n ny I r?g_rmll. even th 
interi1n-aid program, frorn the p tnt of vtcw of g•~-tng ongr , 
which I think it i ntitled to, and thc ]){'OplP of tlus country, th 
feelinO' that the achnini tr1tion fit i t'ntirely nonpoliti('nl, nnd n 
concu~·recl in hy repr sentativ of both poli~ienl pnrtiPs)'OU haY(' m de 
a very real contribution to th · o- ·ullt'd lnpnrt1snn pflort. 

11r:. :Nl UNDT. 11r. Chainnn.n, I would lil-<' to ~ay that, I certainly 
ferl that the administration of n.ny long-t t'nn eonlJ))' •Jwnsive I1.Jur p n 
recovery program should lw in the hn.r~d' of n.n it~dt>JH'IHl<•nt. a.gcn J 
of a bipartisan nature mul I clo not lwlwvc, ~ I1:- ltu.Jrnuul t.h t ~lu 
is, in any way, going to i1npin0' up~n th<' n.u t l.toJ:J ty o~· t.h(' ]H'<•rog t1v 
of either th Hou e or our con1m1U. e, n r 1 1t gotn<r to t.tl- 'ay 
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from the fundamental functions of the Executive insofar as the shaping 
of foreign policies are concerned. 

But it does set up, as I unJerstand it, Mr. Hert0r, in the field' of 
our foreign-aid program, a centralized and efficient administrative 
function similar to what the RFC has, largely, proved to be in our 
domestic reconstruction problem as it was set up originally in the 
depression movement; is that correct? 

~1r. HERTER. That is correct. 
I might, perhaps, go into some of the details as to the type of things 

that an organiz~tion of this type has to do. 
~fr. :\1 UNDT. I would like to ask one question, first. If I under­

stand these six, and now sev<'n, hecaUSl' you said one was omitted, 
sort of guide lines for administering the program, I believe in your 
prepared statPnlent ~vou said that this Authority should have the 
right to accPpt local currencies and accept payments in terms of 
strategic Ininerals, and so forth. Shouldn't there b in the statement 
of objectives an eighth paragraph inrlicating that "·-c expect the 
foreign rPcipiPnt of this aid, insofar as it is pos ible, to repay in terms 
of strategic matPrialc:;? 

~fr. HERTBR. That appears further on in the bill. 
~1r. ~1"FNDT. It is in there? 
11r. HEHTER. Yes, sir. There is a special section dealing with that 

situation. 
~fr. ~IAxsFIELD. 11r. I-Ierter, I find that in section 2 you left out 

any rpferencP to the Serreturv of the Interior as a men1ber of this 
coonlinlltecl Council. Don't~ you think that is unwise because 
wouldn't you say that it would~ be necessary for the Secretary of the 
Interior to keep constant check on the drain on our own natural 
resources? 

· :\fr. HERTER. I think it would be probably desirabJe to include hi1n. 
I don't think that was an intentional oinisf'ion. TlH're was soine worry 
about the size of this Foreign Aid Council. In the discussions that we 
had in our own conunitte<' I think n1any 1nernbers felt that it was 
unwieldy because then~ 'vere too rnuny n1ernbers. On the other hand, 
to adopt at all the bipartisan theory of including an1ong the directors 
of this organization representatives of both political parties, the only 
way in 'vhich you could have the1n represented in the Council was by 
making then1 Ineinbers of this Council. 

11r. 1\fANSFIELD. Now, 1\fr. HertPr, another question. Under sub­
srrtion (c) on pag<' 4 it is stated that the chairn1an of the board of 
directors of the En1ergency Foreign R(~<·onstruction Authority hall 
he ex offi<·io tlw eX<'cutiv(~ director of the Council. DoPs that n1ean to 
imply that lw shall be the ex<'cutive dirPetor of the Couneil and also 
thm~(~ other n1e1n hers In en tion(~d abov(' who co1nprise th n1en1 ber hip 
of th<' Foreign Aid Council'? 

!\lr. HERTER. That he shall prepare tlw material for their consid ra­
tion. 

:\Ir. 1\L\NSFII~LD. I think that man is getting entirely too much 
power. I think that, )lext to the President of the United tate , h 
would be the most pow<'rful man in the Gov('nunent, lwca u e, reading 
further, as such, he-not they as su<'h he shall have the respon ibility 
of determining all the various needs of foreign countries in ronnrction 
with the rehabilitation, construction, and so forth, forn1ulating for the 
consideration of the Council proposed progra1ns providing for Hi ient 

69082-48--2 
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execution, and clown here, at the end of that particular uh-ection 
every department .or agency to which anv . uc.h dirr>rtivc i is, uecl 
shall, '':ithin the limit of the po\vers grantee! hy la\v, forth\\rith ('Oinply 
therew1th. 

Now, it seems to me that that individual \vho ,,~in be the chairman 
or the exccutiYe director, chairman of the boar l of directors of the 
Emergency Foreign Reconstruction Authority, made up of a member­
ship from hoth parties, will, in effect, be the real n1an in th adminis­
tration of this program and will, in effect, have the r al authority. 

1-Ir. HERTER. He will. There is no question about it. On the other 
hand, he is appointed by the President and confirmed by the enat . 
He cannot issue any directive to any Government department \Vithout 
consultation with the Foreign Aid Council and the countersignature 
of the President. 

1\fr. KEE. \Vill the gentle1nan yield? 
Mr. MANSFIELD. Yes. 
Mr. KEE. On page 9 it show that the Authority i authoriz d-of 

course, the Authority is under the head of it chairman-is authorized 
to utilize the serviee , facilit ir , and p< r onnPl of any < lepu rt nH'll t or 
agency of the Governn1ent. Of eour"e, with the r,oiLrnt f the head of 
such department or agrncy. That practically ~ive- him power to 
utilize every organization thaL we have in th ·:. Gnited l tates rovern­
ment. 

11r. HERTER. I think he certainly should. In other \Vorcl , omr­
where responsibility has got to be centralized. Somebody has got 
to be respon ible for the e program . 

If I n1ight answer that by illustrating the t, Tpe of thing that has to 
be clone if you are going to do any progran1n1ing intPlligcntl:v: Yon 
have a great many nations a king u. for help. If you .~~Hnin ~at. any 
length the requirements as set forth at the Paris Confcren ·e hy the lfi 
different nations you begin to undrr tand the terrific <·ornple.~itiP of 
screening intelligently the requests made on us by differ "'nt govern­
ments. When a matter dealing with agriculture comes up, on food, 
obviously, you want to be able to utilize the b t food xpcrts that 
you have in your Government. If it i a que tion of ted n·quir -
ment you want the best experts you hav got in your rOY< rnmPnt.. 
I don't think there is any need for building up a e lo--saluc \r orgnniza­
tion. I think you want intelligent dirc(·tion and you wn n to Inn 1-r 
use of the facilities you have available. 8on1cbody hn. got t lw 
able to coordinate those things. At the tuff h vel y u hn Y<' got to 
have people sitting together fron1 the variou agencie f govcrnin nt 
who are screening these things so they can c Inc up with an intdlig nt 
answer. 

11r. MANSFIELD. This man is the only one of the 15 n1e1nb r 
who is on the job full time? 

~Ir. HERTER. H is the only one of thr. eight direct 
11r. l\1ANSFIELD. These other people who arc in th abin ·t flnd 

the Government have other duties? 
1rlr. HERTER. Somebody has got to b re"p n iblc for pn•paring 

the program. Who are you going to InakP re ponsible? 
11r. 11ANSFIELD. Do you think it should lw giv n to thnt OJW rnan? 
11r. HERTER. He is the individual who prr ()nts. it for their r n­

sideration. Nothing can br dont with ut th Pre idPnt's counter 
signature. There is a compl t elwd- tlwr Sotnebody hn.R got to 
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be rc ponsible for the actual programming. I don't care vvhat org-ani­
zation you set up you have got to giv·e somebody that responsibitity. 

Chainnan EATO_ ~. In other words, you arc crc>ating a vice president 
and giving him functions that will really function? 

~Ir. HERTER. ~lr. Chainnan, if there is any conviction I hold 
-trongly it is that you cannot do the type of job that has been con­
tenlplatcd in son1e of the proposals made unless you get the best 
brain, applied to it and a centralized responsibility. 

Chainnan EATO . ~. I agree with that. 
~Ir. ,J.-\. VIT . ~Ir. Herter, isn't it a fact that the amendment states 

pel'ifi ally that the Authority shall detenninc when aid shall be 
~ut ofl"? 

~Ir. HERTER. Yes. 
~Ir. c.L-\. YIT . That i a determination of high political policy gen­

C'rally exerci eel by the President or the Congress, is it not? 
~Ir. HERTER. \Yell, the Congress can always t•xercise that po-vver. 

That, obviously, they can ahvays do. They can do it by withholding 
fund . On the other hand, you giv an administrator a responsibility 
to do a giYen job. if he is getting no cooperation whatever fro1n the 
ountr. ~ that he is trying to help, and things are going from bad to 

wor::-e in that country, son1ebody has to have the authority to stop 
that. If you want to say "with t.he approYal of the President," that 
i ~ ,onwthing else again, but so1nebody has to take the responsibility. 

~fr. TAVITS. But an1 I right in my deduction that the Authority 
would have that po\ver under the gentleman's plan? 

.. f r. HER 'I ER. That is correct. 
~Ir. J.-\. VITS. Thank you very much. 
,hninnan EATON. Mr. Herter, it must be self-evident that the 

hour has come when the United States of An1erica n1ust assume its 
n· -1· ILibilities in world leadership to the nth degree. This l gislation 
refer, in1ply to matters of financial and social relief, largely; doesn't it? 

l\J r. llERTER. Not entirely. 
'lwinnan EATON. But it ought to fit in with a policy, a v.rorld 

polil'y, that we must evolve soon, that will have the support of both 
pnrt.ie and the Executive and the Congress and the people and can 
he understood. Now, how would you integrate that program -vvith 
thnt. worhl policy, if it ever arrives? 

l\lr. HEwrER. '".,.ell, under the Constitution, the President of the 
·ni ted , tate i responsible for the conduct of our foreign relation , and 

no one can take that away from him. On the otber hand, the Congress 
hn , ns 'Unled an entirely ne-vv po ition in the detennination of foreign 
policr heeau e so much foreign policy today has to do with e onon1ic 
nutt.t 'r, where the Congress has to appropriate n1oncy. So that the 

ongrc .. , in spit of ·onstitutional provisions, is, to a giv n extent, 
wri t.ing our foreign policy today. 

I <'annot re that in h re you have taken away anything from the 
PrPsid •nt. After all, it is his own man, he appoint hi1n, and that 
man i <"Onfirrn d by the cnat , and that is the individual vvho is 
fonnulnting th program. Th Pr sident ha to ·ountersign any 
dir<'<·ti e . It cems to me that there is about as co1nplcte a protec­
tion as you can givP unhp you want to do tho thing by so1n' cntir 'ly 
d iffpn•n t 1ncthod. 

'I his nwtho<l follow 
11 nnin1nn ·onlnlitt<'c. 

very c:lo rly the rc om1ncndat.ion of the 
I say it follows it. I think thi was drnJtNl 
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before th~ Harriman committee report wa draftf\d. As I say, th c 
other bodies that have b en studyino- the ituation, like the Chamb r of 
qol!lmerce and the Foreign Trade Council, have recommended a 
s1m1lar centralization of authority for administrative purposes within 
thr hands of a new aO'encv. 

11r. FuLTON. Will the po,vers conflict with the policies of the l ecr -
tary of State? Let us hear about the pohcy on that level. Tell us 
whether there is a conflict there or a correlation? 

Mr. HERTER. There is a correlation. He cannot is ue any direc­
tives to carry out this policy without the countersignature of the 
President. 

Mr. FuLTON. How does the Secretary of State take that? 
Chairman EATON. He has got to take it. 
lVIr. HERTER. vv ell, what would you \Vant the ccretary of ~ - tate 

to do? . 
~1r. FuLTON. l-Ie now has that policy derision and i the guiclin~ 

hand on that end of it. You are setting up somehody Pl P 

Mr. HEHTER. The Secretary of State doe not have that policy 
decision. Probably the greater po\vcr you have got today in th 
Government, from the point of view of adjusting foreign-aid pro­
grams, export. controls, and so forth, is in the hand of th Pcret .ry 
of Commerce; the allocation of food is in the ecr tary of Agricultur . 
In other words, you have got thf\m scattered all through thr Govrrn­
ment departments today. The Expor t-Import Bank cn.n mal~e loan 
without permission from the Secretary of tate today. The 'Vorld 
Bank is an international organization in which thf\ Secretary of tate 
cannot intercede to tell it to make any loans or to carry out any given 
program. 

This is an effort to try to get a correlation of th se various thing 
through some agency and some individual that can fore) a eorn'la ti n. 

Mr. FuLTON. Suppose the Secretary of tate ay we will keep n 
with aid to China, and this man, as :\fr. Javit suggest , ay cut it 
off, then what? 

11r. HERTER. I would say that if this man can show that China i 
contravening the objectives as set forth in thi bill h hould b a.ble 
to cut it out. 

~1r. FuLTON. Then he overrules the Secretary of~ tate? 
Mr. 11uNDT. If he can get the count rsignature of the Pr sid nt. 
Mr. FuLTON. But he doesn't need that. Under the an1cn<hn nt 

the Authority could cut off relief to China without ·onsulting any­
body. 

11r. MuNDT. Only when they violate the principle which ongr 
establishes. 

Mr. HERTER. Who today can cut off aid to China if th0y wnnt to'. 
Mr. FuLTON. I think what the rhainnan stated is tru ', that you 

are vesting a considerable part of the E.~ccutiYe funet,ion of poli ·y­
making in foreign affairs in the Chainnan of the Aut.hority. ow, 
once we understand it, then Congre s an do it, if it. chooses t ; th 
committee can recommend it, if it choo e to, but we should r cognizo 
clearly what we are doing. 

1Ir. HERTER. The Congress on 1nany oc a ion sa.id to th Pre. i­
dcnt, "You shall, if certain condition .'i t, or do not cxi t ~top 
aid." That ha been done ov rand over again. ' 

Mr. VoRYS. The day before ye tcrday. 
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~Ir. FuLTON. All I an1 pointing out is that you are transferring a 

function forn1erlv with the Chief Executive of the Gov rnn1ent 
charged by th Con titut.ion on foreign affair to the hainnan of this 
Authoritv. 

~Ir. HERTER. I will be perfectly frank \Vith you in regard to that: 
if hina or Jree 'C, or any other country, is contraYening th r quire­
ment~ put in here which qualify them to get help from the Unit d 

tat .. , I think aid ought to be stopped, and I think the individual 
r pon ible f r th administration of the program, together with his 
biparti--an board whi ·h we have set up. are probably in a Inuch b tter 
po--ition to n1ak that d tern1ination than the President of the United 
'tate is, and, frankly, I \Vould not \Vant to be a party to continuin(T 

a r li<·f progran1 that had purely political objectives, a reconstructio~ 
pro_ranl, when it looked a thou(Th th r was no hope of succeeding. 

~lr. FeLT ~ ·. How do you o ·l·rcon1e that provision \vith regard to 
th ~ecrctary of tate? 

~1r. HERTER. The conduct of our foreign r lations do s not n ces­
m·il~r in1ply that you have got to ke p control over the operation of 

a recon tru ·tion program on money furnished by the Congress. The 
ngre.. can put in \Vhatcver conditions it sees fit. Obviously the 

pow r to grant mon y carries with it the po·wer to put conditions on 
the grant of that mon y. If the President sign such bill h has 
obviou ly a cepted that. 

hainnan EATON. Would this work just as \Veil if the Presidr.nt 
wa a Republican? 

1Ir. HERTER. I think exactly o. I think your determination a to 
wht ther 5"0U are throwing mon y away or not is a very seriou deter­
mination and on that the Congre ought to be able to place where 
it ~ fit. 

Do vou think it is n1o t desirable to have the tap turned on and off 
a th: l whin1 of the ecr tary of State? 

1r. F LTO~ ~ . I think that is a very go cl question. Do you want 
th ~P<'l' •tary of • 'tate, the Pre"'idcnt' right-hand man t hav' the 
I OWPI' to d<'tennine these over-all international polieie . That i an 
.· ('ll nt qu' tion. 
11r. HERTER. Y c . 
.. Ir. ,JAVITR. I think th que tion i" as bet\vccn the President and 

h 'hnirnuln of thl' ~\..nthontv, not b •tween the hninnan of the 
.\uthority and t.lw ~eerctnry o·f SLatP. I think tlu• que tion i , clo 
w .,. • t tlH' authority in th' Pre:ident or in om one cl e? The 
O'pntlPmnn, whorn WP know to b n t only wi "' c, but frank in hi t~ te­
mellt th<' gentlPrnan is frnnl- nough t ay h ~ think the Chnirnutn 
f h" \uthority i~ lwtt<•r qunlifi. 'cl, with hi Board, and I tbinl- that 

i thP i su<'. You con1e bn ·k to th fundarncntal pn•rni~H', nr we 
ino· to try to ·arry out u biparti an foreign policy rare we going to 

w rl- on an Pntir •ly diff<•rpnt ba "'i' of a traight grant of power without 
r prP <•ntation in iL ·.·pr ·is<', fron1 th party that control th' ongn s 
f th nit ·d Statps today? 

no difl' rene , 11r. Hert r, who an 
ngr ha th r' p n ibility f r fur-

hninnan EATON. It inak 
hut. off the tap pr vid .d the 

ni. hing the water for th pip 
Ir. H:~<~RTER. That i right. Tlw Congr s alway ha that power. 
hairman EATO . That, of cour , involves th l ng- ufl' ring 

ta.·pay ~r. 
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~1r. LoDGE. I don't quite under tand thr. meaning of thi figurr of 
$500,000,000. 

~Ir. HERTER. I wa going to sugge t that that not be includ d in a 
bill that was brought out, that you giv enough nlonPy for thr rttincr 
up of an organization brfore you determine ,,·hat th final fi cal ar­
rangement will be. 

~Ir. LoDGE. I see. 
Mr. HERTER. I was hoping to separat a eli cu ion of any fi cal 

appropriation with the question of the organization itself. It would 
take a little while for an organization to be et up, for the Pre ident 
to nominate the individual, and have hin1 confirmed by tlw SPnatt>. 

~Ir. LoDGE. But the agency would have no function until . orne 
program was passed by the Congress. 

l\1r. HERTER. It couldn't function until it had money with which 
- to operate. It would have the function of taking OY r the interim 

aid at once. 
11r. LoDGE. There wouldn't be quite time for that, I in1agine. 
11r. HERTER. That i a question of how fa t the committee worlc. 
11r. LoDGE. You have a date of 1954 in here. \Vhat effect \VOtild 

that date have on any action by the Congre with re pe t to th 
so-called l\Iarshal plan? Will that mean, nece arily, that any net ion 
that we take will look to the year-.1954? 

~fr. HERTER. o. 1954 was put in as an arbitrary date. The corn-
mittee tudied that at some length and did not agree on any termina­
tion date. I an1 responsible for that particular figure but I had a 
feeling that insofar as Germany was concerned I doubted very much 
whether our responsibility there would terminate in le s than 5 yNlr . 
But the detenninating factor as to how long any agency prrat<' i 
the appropriation made by the Congre , the ize of th appropriation, 
and the length of time for which it is suppo eel to operate. 

~fr. LoDGE. In other words, although that dat i in there, if tlH' 
Congress chose to appropriatC' solely for 1 year, then the agency would 
go out of existence at the end of that time? 

1Ir. HERTER. Congress can liquidate it any time or can .·tC'IHl it. 
~Ir. VoRYS. ~1r. Chairman, the committee ha important othPr 

busine s to transact before 12 o'clock, and I move that w dPf r furtlwr 
hearing on this matter and go into executivC' s . ion. 

Chairman EATON. You have heard the n1oti n. All in fnvor 
say "Aye." . . 

Mr. JARMAN. l\Ir. Chairn1an, is the motion op \n to ch cu~. 1011 ?. 
Chairman EATON. Of cour . All motion arC' open for d1 cuss1on. 
11r. ,JARMAN. I \vant to ask the \Vitne s a que tion b~v ''HY of 

eli cussion. 
Chairman EATON. On the motion? 
Mr. JARMAN. YC's. 
How long have you b en in the Hou C', :\Ir. HertPr? 
~1r. HERTER. Five years. 
Mr. JARMAN. Have you ever bcforC' heard any n1otiou mnd(•, 

either in the Hou c or l.n comn1itt C', to insult :\fC'lnl)('rs n t pn'~< nt. 
at a committee hearing in the I-Iou e by ending tlH' SPrgeant nt Arm 
after them? 

\1r. JoNKMAN. Mr. Chairman, I objC'ct to that. That i" not 
germane to the rnotion. 

Mr. JARMAN. I have been here for 11 y('ar and I IH'Y<'r havP. 
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hainnan EATO-~. '"" can't take that que tion up now·. 
Th ') n1otion b f re the committee that w now go into exc utive 
.::~wn . 
• ll in favor ~UY "Aye"; contrary, " .... o." ~lotion carried. 
~lr. Herter, w are very grateful to you for your very illutninating 

eli us~ion. 
(Ther upon, th committee proceeded to the con ideration of 

bu-ine s in x cutive es ion.) 



George C. Marshall Foundation, Lexington, Virginia



George C. Marshall Foundation, Lexington, Virginia

TTNITED STATES FOREIGN POLICY FOR A POST-WAR 
RECOVERY PROGRAM 

MONDAY , JANUARY 12, 1948 

HousE o F REP RESENTATIVES, 
C o MMITTEE o~ F o REIGN AFFAIRs, 

lVashington, D . C. 
The committee met at 10 a.m., in room 1301, H ouse Office Build­

ing, Hon. Charles A. Eaton (chairman) presiding. 
C'hairn1an EATOX. I n accordance with a n1otion previously adopted 

b~T the enn1n1ittt•e, we \\Till begin lwarings at this time on United States 
fon•ign policy for a post\var recon~ry program. The first step will be 
<'Oll"idPrn tion of proposals for a European recovery progran1, including 
H. R. 4~40 and H. R. 4.)70. The n1otion, which was made by 11r. 
Fulton a11<l ~lr. ,JaYits. is a~ follow-.,: 

That t lw ro•nmitt0P proct'<"rl. with he·v·ing" on United States foreign policy for 
'l po--t\\ ar n·e >\PrY program, an(l that th' fir-;t -::,ten be consideration of proposals 
fo · a Luropv'ln rPCO\ Pry prO...!,rtllll, in"ludin.; H. R. 4 40 and H. R. 4579 and 
:,nmlar m •a-...url'"'>. 

Thl' tP....:t of n. R. 4570 appPar" in thP record of the first day's 
lwnriw . .:. Tlw tP~d of H. R. 4~40 \\ill appear in the record a.t this point. 
· (II. H. 4~!0 is as followo;:;:) 

[II. R 4~-to, ~nth f'ong, 2d scss] 

\ HI I L To 111 onwtP t lw !.!Pill J·tl '' Plf.u 1 • nat 1011.11 mt!•H•st, md ford 11 policy of the 1.Tniterl States through 
lltll' u' It •momH· .md finuH·tul a-..-..t-..t.liH't to fon 1!!.11 eountrips \\hich undertake to cooperate with each 
ot It r m t h1 1 -..t ihh:,.hmPnt anti m,.untpnanep of eeu11omte eonditions essential to a peaceful and prosperous 
\\mid 

Ht 1l 1 nadul by t!H 8rnatc and llousc of Representatives of the United States of 
1mu u·r1 111 ('ongru;s assunb/((l, That thi" Act may be cited as the "Economic 

CooJH'ration .\et of 1 \1-t-8". 
HL<'. 2. (a) FI"lDI'Hl'-' \1\D DJ<j<'L\HA'II0"\1 OF PoLICY.- Recognizing the inter­

clPJH'JHh·n<·P of tlH' ('nitNl HtatP~ and of Europe, and recognizing that economic 
di-..rupt ion n•maining in t hP "akP of "ar i::-. not contained by national frontier , the 
Congr~'"" find" that tlw Pxi::-.ting cronomic situation in Europe endangers the 
gr11Pral \\<•lfare and national int<·n".;t of the (Tnited States and the attainment of 
th<• ohjPctiH'"' of tlw Cnit(•d ::\ation~. l'nJp-.;~ normal economic conditions and 
"tahiP int<·mational <'conomic r<'iationHhip::-. are restored in Europe, it \\'ill not be 
po..., ... iblP fort h0 <"ount ri<'" of Enrup<' to arhiPvc a\\ or king economy independent of 
abnormal out~id<• a...,~i...,taJH'<', or to maintain free in~titntions and national ind -
pPndC'Jle<'. Af'rordingly, it io.; dPclarPd to lw the policy of the United States that 
a.., ... i...,tane<> be giv<'n to thoHP eo1mtrie..., of Europe part.icipating in a joint European 
n•c•o\ <'ry program hasC>d on ...,plf-h('lp and mutual cooperation. 

(h) Pl. HPo~g~ oF A<'T. 11 i:-; t hl' JHlrpos<' of t hiH Act to effectuate the policy 
"-Pt forth in ~uh~Pction (a) of t hi~ ..,pet ion hy furni~hing material and financial 
a~"i"taJH'<' to tll<' partiripatin~ colmtriPH in ::-.ueh a manner as to aid th~m, through 
tlwir o\\ n individual and <'<>ll<'Prt<'<l dl'ort~. to become indepcnd ut. of abnormal 
out ... HlP <'<'<>Bomic a::;~i:-;tanc<.' \\ithin tlw pNiod of operatioBH under this Act, by-

(1) promoting indu:-;t rial and agricultural production in t h' participating 
<'OUilt ri(•H; 

(2) furtlwring t lw rc•storation or main!< nanc<> of t.lw :-;oundne~H of European 
eurrenei<>H, hudg<.• ts, and financp:;; 

23 
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(3) facilitating and stimulating the growth of international trade of par­
tic_ipating countrie with one another and with other countries by appro­
pnate measures, including reduction of barrier which may hamper such 
trade. 

SEc. 3. Any country (including the United Kingdom of Great Britain and 
Northern Ireland, Eire, Iceland, and any of the zone of occupation of Germany) 
~h.olly_ or partly in Europe, including it colonie and dependencies, i . a par­
ticipB:ti?g country within the meaning of thi Act while it remains an adherent 
to a .Jomt program for European recovery de igned to accompli h the purposes 
of this Act. 

SEc. 4 (a) There is hereby established, with it principal office in the District 
of Columbia, an agency of the Government which shall be known as the Eco­
nomic Cooperation Administration, hereinafter referred to a the Admini ·tration. 
The Administration shall be headed by an Administrator for Economic Coopera­
tion, hereinafter referred to as the Administrator, who shall be appointed by the 
President by and with the advice and consent of the Senate, and \vho shall receive 
?Omp_ensation at the rate of $20,000 per annum. Except as otherwise provided 
m this Act, the administration of the provisions of thi Act i hereby ve3ted in 
the Administrator. All those functions of the AdminiRtrator which affect the 
conduct of the foreign policy of the United States shall be performed , ubject to 
the direction and control of the Secretary of State. 

(b) There shall be in the Administration a Deputy Admini. trator for Economi · 
Cooperation who shall be appointed by the President, by and with the advicP- ancl 
consent of the Senate, and shall receive compensation at the rat of $17,500 pPr 
annum. The Deputy Administrator for Economic 'ooperation shall perform 
such functions as the Administrator , hall designate, and shall be Acting Achnini -
trator for Economic Cooperation dnring the absence or disability of the Admini -
trator or in the event of a vacancy in the office of Administrator. 

(c) The President is authorized, pending the appointment and qualification of 
the first Administrator or Deputy Administrator for Economic Cooperation ap­
pointed hereunder, to provide for the performance of the functions of the Admini:;;­
trator under this Act through such department , agencies, or establi::;lunnnt ' of 
the United States Government as he may direct. 

(d) Any department, agency, or estahli hment of the Government (illcludin '· 
whenever used in this Act, any corporation which i an instrumentalit y of t h 
"Gnited States) performing func tions under this Act is authorized to emplo~· . for 
duty within the cont inental limits of the rnitc(l Stat ,s, ·nch personnf'l as may h1' 
necessary to carry out the provisions and purpo-;r>~ of this Act; aJl(l funds avnilahl 1 

pnrRuant to section 9 of· this Act , hall be available for pers nal sNvicl•.-; i 11 tlw 
District of Columbia and eh<evYher without regard to section 14 (a) of tlH· F\>dPrnl 
Employees Pay Act of 1946 (60 Stat. 219). Personnel, not to cxceccl si ·ty, of tlw 
Administration may be compensated without regard to the provisions of t hP 
Classification Act of 1923, as amended, of whom not more than ten rnav hr com­
pensated at a rate in excess of $10,000 per annmn, but not in execs:-> of $1.),000 JH'I' 

annum. Experts and consultants, as authorized hy sPct.ion 15 of thl' Aet of 
August 2, 1946 (5 U. S. C. 55 a) may be employed bv tlw Administration, and tn:l,V 
be compensated at rates for individual-; not in excess of ~sGO f>C'r diem. 

(e) The head of any departrncnt, agency. or establishmrnt of t lH' Governtllf'lll 
performing functions under this Act may, from time to tinw, prom~tlgat' _u<'h 
rules and regulations as may be nece"sary and proper to c~1.rr.v out ht~ funC'( Jolt 

under this Act, aild he may dclcgat c to snch officers of his dl'part nH•Jd, Ul-!,<'llC;:. or 
eRtablishment as he may designate the authorit.y to pl'rform any of his funet toll.' 
under t hi L\ct. 

SE:c .. 5. There shall be a Pnited Ht.ates Rpccial HC'pr •sent. t iv0. in Emnp1' \\'ho 
shall (a) be appointed by the Pre:.--<idcnt by and with the advice· and c·onsenl of 
the Senate, (b) be entitled to receive tbc sanw compcusat ion and allmntrH'<':o. H a 
chief of mission, class 1, \Yithin the meaniug of the \ct of .\ugw·d 1:~, IUlli (!iO 
tHat. 999), and (c) have the rank of ambassador xtraordinarv and plPnipot<·ntinr,r. 
He shall be the chief e nitcd t)tatcs reprC'scnt ati V<' to any Europ<'U.ll mganit.n t i~lll 
of participating countries which ma:y he cstabli~::llwd b.v t hr participating ·otlllll'll'~ 
to further a joint program for European recovery, and Hhall dischargl' in J•,urop~" 
such additi~nal responsibilities as may be assigned to him with t.lw appro\'al.of 
the President in furtherance of the pnrposes of this Act. lie mav also I><' fk:-tg­
natecl as the United States r prrsentatin' on the Economic C'ommi,· ion for 
Europe. 

SEc. 6. (a) For the purpose of performing ftlllctions und 'r this Act out~id<· tlu• 
continental limits of the United tates, tlw Hecr<>tary of Stn.tc' may (1) appoint or 
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assign per:ons to any class in the Foreign ervice Re ·erve for the duration of oper­
ation· under thi~ Act without regard to that provi ion of the Act of August 13, 
1946 (60 tat. 1009), which limit· appointment' to period of not more than four 
year.~ : Provided, That, with re pect to the appointment or a 'Signment of per on.' 
to perform function· within the responsibility of the Admini trator, the ecretary 
of State ·hall make ·uch appointment· or a ignment · in con ultation with the 

dminbtrator; and (2) by reaulation ' pre · cribed by him, provid for the appoint­
ment, for the duration of operation ' under thi · Act, of Foreign ervice taff officer · 
and em. ploy e ·, and alien clerks and employee . A per on, whether or not such 
p r,...on i · a war :::;ervice or t mporary employee, thus appointed a . staff offic r or 
employe from any Government agency without break in , en·ice and with the 
con· nt of the head of the acrency concerned hall, upon the termination of the 
appointment as ·taff officer or employee, be entitled to the arne right a. tho ·e 
provided for Foreign ~ . ervice Re ·erve officers in ection 528 of the Act of Augu t 
13, 1946 (50 tat. 1010). 

(h) The pro,·ision. of the Act of August 13, 1946 (60 Stat. 999), hall, exc pt 
a.:; provided in thi · ·ection, apply fully to all perons appointed or a ·· igned pur­
uant to the authoritv contained in this ection. 

(c) A repre. ·entati\·e of the AdminLtration, designated by th Administrator, 
hall be a member of the Board of th Foreign Service, and ~ection 211 (a) of the 

}lor ign ~ nice Act of 1946 (60 Stat. 1001), i. hereby amend d accordingly. 
(d) CiYilian pe:>rsonnel who are citiz n~ of the Unit d tate· appointed pursuant 

to this s ction to p rform functions under this Act shall be appoint d subject to 
iin- ·tigation by th F cteral Bureau of Inve tigation, provided, however, that 
thry ll'ay a sume their po ts and perform their function after pr liminary 
inn'~tigation and cl arance by the D partment of State. 

:-iJi:C. 7. (a) The Admini. trator may, from time to time, furni ·h as. i. tance to 
any participating country by providing for the performance of any of the func­
tion· s t forth in paragraphs (1) through (5) of thi subsection when he deems it 
to I in furtherance of the purpo es of thi~ Act, and upon the terms and conditions 

t forth in this Act and. uch additional terms and conditions con. i tent with t.he 
pro,·L·iorL· of this Act as he may determine to be nece. sary and proper-

(1) procnrC'ment from any .. ource, including Government stocks, of any 
onunoctity which he det rmine. to be required for the furthf'ra'1Ce of t.he 

purpo · s of t.hi · ct, and the term "commodity" a u~ d in thi. Act <.;hall 
mean any material, articl , m rchant ves. el, upply or goods nece. ~ary for 
thP purpo.-e" of t hi. Act; . 

(2) proce. sing, storincr, transporting, and repairing any conunoditie. , or 
p 'rforming an~· other sen·ices with respect to a participating country which 
h determine~ to be rNt uired for accomplishing the purpo:('-; of this Act; 

(3) procurement of and furnishing t chnical infonnation and assistance: 
{ n chart ring anv lllC'rchant yp...;,·el ownC'd by the l nitNl St~tes \\l'ich t.hc 

CnitNl ,'tate's )..laritime ornmi:sion CC'rtifie~ as C'-xcess to it. current require­
ment ; 

(:1) transfer nf anv commorl.itv or ~ervice, which transfer shall he . ignifiP(l 
h~· dcliv rv of the cnstoclv an(l right of pos. Pssion and us of such connnoditv, 
or oih rwisc making available an~· . nch commoditv, or bv rend ring a 
. ervi<'<', to a participating connt.ry or to anY ag ncv or organization rC'pn'­
. <'llting n participating connt.r:v; provided that merchant ves. C'ls, e'\C<'pt as 
pnwid<'cl in suhsC'ction (d) of section , , may not bC' tr:tnsferr<'Cl nnd r an-

. thmity of this 1\.rL otlH'rwi'><' than hY chartC'r; and proYidecl fnrthPr that if a 
v>. PI of the 1'nitNl Htat<'S is chartNPd under the pn>visinn. of thi...; .\ct its 
dommwnt: as a V<'HSPI of th Pnited Rtntes shall lw surrPndered and it shall, 
during the chart Pr J>Priocl, h<' COIL id red as a foreign vessel for t.he purpose· 
of the n:wigat.icm a]l(l vess 1-insp~ction la\YH of t.h<' 1nited Hta,t('"· 

(I) Th~ Admini · trator mav prodde for the p rforman e of any of the functiOIJS 
rir rilwcl in ~nh:::wction (a) of t.hi: ~0rtion 

(1) hy making fund~ availal>l' in the f rm of achanceH ot· rcimhur:-;rm nt~ 
to anv participating count.r~·. or to any agPncy or organir.ation repr s nting 
a participat.itH~ counlry. E'\pCIHlit nrC's of aclvanceH mn<l , or for whi h 
rPimhursemenh arC' mad<', under authority oft hiR JHUftgraph for commodit iC's 
nr l' n·ic<'~ JH'OCitr<'d out:ide t.h<' continC'ntal limits of t.h 1JnitPd ~ 'tatt>s may 
IH' accounted for !!XclusiV<•lv 011 ~uch certification a. the dminist rat or maY 
pn·. crib<' to assnn' expC'nclitnr in furthC'rance of th purpo:e~ of this .\c't 
and ncb <'<'rtificat.ion shall h binding on th<' a<·cmmting oflicer~ of the 
( :ov '!'11111 'llt; 
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(2) by utilizing the services and facilities of any department, agency, or 
establi hment of the Government a he hall direct, with the con ent of the 
head of such department, agency, or e tabli hment, or, in hi. discretion, by 
acting in cooperation with the United ~ T ation or with other international 
organizations or with agencies of the participating countrie , and fund 
allocated pursuant to this section to any department, agency, or e tabli h­
ment of the Government shall be establi hed in separate appropriation ac­
count on the books of the Trea ury; 

(3) by making, under rules and regulations to be pre cribed by the Ad­
ministrator, guarantie to any person of inve tment in connection with 
projects approved by the Administrator and the participating country con­
cerned as furthering the purpose of this Act, which guarantie' :hall ter­
minate not later than fourteen years from the date of enactment of this Act 
provided that- ' 

(i) the guaranty to any person hall not exceed the amount of dollar 
invested by uch per on in the project with the approval thereof by the 
Administrator and shall be limited to the tran ·fer into United ~'tate 
dollars of other currencie or credit in uch currencie.~ received bv . uch 
person as income from the approved inve tment, as repayment or 'return 
thereof, in whole or in part, or a com pen ~ation for 'the ·ale or di ·po"ition 
of all or any part thereof; 

(ii) the total liabiiities a umed under uch guaranties , hall not exec d 
5 per centum of the total fund appropriat d for the purpo ·c. of thi Act: 

(iii) a u eel in thi parag a ph, the term •lper"on" mean a citizen of 
the United • tates or any corporation, partner.-hip, or other a."ociation 
created under the law of the Tnited ~ tate, or of anv •'tate or Territor: 
and substantially beneficially owned b .v citizen.' of the l.Init d .'tat . w 

(c) (1) The Administrator may provide a ·si tance for any participating country, 
in the form and under the procedure authorized in sub ection (a) and (b), 
respectively, of thi ection, through grant or upon payment in cash or on credit 
terms or on such other term of payment a he may find appropriate. In drtr.r­
mining whether such a si':ltance shall be through grants or upon termo..; of paylllent, 
and in determining the terms of payment, he shall act in con ... ultat ion with th · 
National Advisory Council on International Aclvbory ouncil on Int •mational 
Monetary and Financial Problem. , and the de termination wh •th •r or not a 
participating country . hould be required to make payment for any a. i tanc 
furni hed to such country in furtherance of the purpo ·efl of thi~ Act, and t hQ t<'rm 
of such payment, if required, shall depend upon the capacit.. of .'uch country to 
make such payment without jeopardizing the accomplishment. of the purpo • 
of this Act. 

(2) \Vi1en it is determined that assistance ~hould be extended under th · pro­
vi ion of this Act on credit termR, the Admini. trator. hall allocate fund ~ forth 
purpo e to the Export-Import Bank of \Vaf'hington, which shall, notwith tanding 
the provision, of the Export-Import Bank Act of 1945 (59 tat. 526), a · UBH'ml d, 
mak and admini ter the credit a. directed, and on term· :-;pecifi •d, hy the d­
mini trator in con ultation with the said Tational d\'isorv 'oun il The 
Administrator . hall make advance. to or reimburse th Export'-Import Bank of 
Wa. hington for neces.ary admini. trative expem;e. in conn ction with ~u h c·rPdit . 
The bank shall depo. it into the Treasury of the nit d ~tate: u · misc<'llnm·ou 
receipts amount. received by the bank in repayment of principal and inter · ~ t of 
any such credits. Credits made by Export-Import Bank of \Va...;hington with 
fundR o allocated to it by the Admini, trator ~hall not he consider('(i in detNmin­
ing whether the hank has out. tanding at any one time loans and guarantic to 
the ext nt of the limitation impo . .,ed by ection 7 of the Export-Import Bunk Act 
of 1945 (59 tat. 529), as amended. 

REc. . (a) The dmini trator, in the exerci. e of any authority cunf •tT ·d und r 
section 7 of this Act, may procure (i) cornmodit.i s O\Yncd hy ail\' dPpnrtmcnt, 
agency, or eRtablishm nt of the Governnwnt. if the ownin~ agc•n 'Y dt't(·rminc 
that Ruch commodities arc aYailablC' for . urh prorur mPnt, an·! (ii) P " •ic·" · from 
any department, agc>ncy, or c:,iablisluncnt of tlw (;oy rmncnt Yhi h t.hP ownin 
agency determines to bc> avail ble for . uch procurc>nwnt.. Tlu• AdminL t ra or 
shall r imbnrse or pav, at replacement. cost or, if r('quir d by law, n.t. n.et,ual co , 
or at Ruch other price authorized by law agr('('d hY tlw Administrator and th 
owning agencv, out of funds availabl forth purpo. <'S of thi: .\ct, thP uwuiug or 
dispo al agency, a. the ca~ may be, for ' UCh m.moditics or scn·icc . ~l'.h 
amount of any reimbursem nt or payment. to an ownmg ag n y for cotnmotlltlC 
or service.· o employed shall be credited to current; applicable appropriation , 
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funds, or account from which there may be procured replacement of imilar 
commoditic · or ~·uch ·en·ice.· and facilitie.-; provided that where , uch appropria­
tion., fund', or account: are not reimbur ·able except by reason of the foregoing 
provi.~ion and wh n the head of the owninu agencv determine~ that replac ment 
of any commodity mployed under authority of thi · ·ection i · not nece:~ary, any 
fund:-; r ceived in payment therefor -hall be covered into the Trea ury as mi eel­
Ian 'OU' r ceipt ~. 

(b) Any commodity procured out of fund- made available for the purpo.e. of 
thi ct nu1v, in lieu of being tran. f rred to a participating country, be di.·pof3ed 
of f r any oth r purpo.-e authorized b~· law, whenever in th judgm nt of the 
Admini ·trator the intere. ts of t h lnited tate· will best be served th rebv. 
Fund: r ali?. d fr m such dispo::;al :hall, upon appro •al of th Bureau of the Budget, 
r v rt to the r<..':::-p ctiv appropriation or appropriation· out of which fund were 
e.·J nd .d f r t h procurement of such commodity. 

(c) The dmini ·trator, in furtherance of the purpo e of paragraph (5) of sub-
ction (b) of "ection 10, and in a~reem nt with a participating country, may 

prornot , by mean~ of funds made available for the purpo · of thi .\ct, an 
increa: in the production in such participating country of material which are 
r qnired by th nited tate:::; a, a re:-;ult of deficienci or potential deficiencie 
in th ua t ural re~ouree.· of the United Htates. 

(d) \Vhcn ver th • drnini trator hall det rmine that sale to a participating 
coun ry, or to a cit iz n thereof, of any m rchant ve~ el would be in furtherance 
of the purpo"e of this . ct, and whenever the Pre ·id nt shall so direct, the Unit d 
'tat ~ l\Iaritime 'ommission, hall effect ·uch ale at the purchase price and under 

th term::: :pecifi d in the ~I •rchant 'hip Sale Act. of 19-16 (60 'tat. 41), a 
amcud 'd, or othGr applicable law, and upon such additional terms and conditions 
a th • Admini. tt·ator may .-pccify. 

·Jo~C. 9. (:1) ~ ~otwithstanding the provbion.- of any other law the Recon truction 
}inane orporation i · authoriz d and directed, until such time as an appropria-
ion . hall h mad pur:--uant to ~ ub -cct,ion (c) of thi. section, to make ad vane s 

11 t to xce d in t.h aggrcgat.e $500,000,000 to carry out th . provi ·ion· of thi 
ct, in uch mann r, at such ti ne and in "nch amount as the President shall 

I t rmine. and no interest Rhall be charged on advanc '· made b~r the Trea:nry 
t the Pecnnstru tion Fitl'an e orporation for thi. purpo~e. The H COIL~ truction 
Finane<> orpnrat.ion :hall be re}Jaid without interest from appropriation~ author­
ized und r thb 1 ct for ~ dvance mad bv it hereunder. 

(I) 'neh part a~ th Presideut may d termine of 1 he unoblio·atecl and lmcx­
I n led balances of nppropriat.ion ·or oth r funct.· availabl forth lHll po ·e~ of the 
I• or ign Aid Act of 194 7 shall l available fur the purpose of carr ·in r out the 
Jmrposf' of this Act.. v 

(c) Th r ar her •by autho ·izr>d to l apJ .roprin.ted to the Presicl"'nt from time 
tim', out of anY mou 'Y in the Tr ·a ·ur' not otherwi~ appropriated, ·nch 

mount. as may be nee •ssary to carr: out the provisions and accompliHh the pur-
l o of thb :\ct.: l)rovided, holl'CV£'1', That. for carrying out the provision. and 

ompli. hing tlH' J>tll'J>OH<'S of thi~ Act from the d~ tc of enactment of this .\ct 
through .J lllH' :~o. 194 9, t..h ·re ar hen:hy authorized to be so appropriated not to 
·.·c •d h, 00,000,0 0. 

(d) l•'un l tnu.d' available fur th' purpose· of thi · Act shall b availabl for 
iu urrin~.?; and cldra~·ing all 11 ·ce . ary . ·p ·n:es incicl nt to carrying out the pro­
\ i. i n of t hi. \ct, including u. c •s orial and aclminh;trativ' exp ·n~e · and x­
p£>n ' for comp 'nsatiun, allowanc ~.' and trav l of persomH l, includin_g Foreign 
~ rvi penmnn •1 whose 'ervic '· ar utili~ed primarily foi· the purpose of thi 
A t, aud, witho11t. regard to t,h Jn·ovi ·ion· of any other law, for motor v •hicles, 
t 'P \\'I it r.', and prinLing and binding. 

( ) '1 he tlll 'XJH'!Hlcd port ion: of any dcpo it· which may hav been mad by 
an\ parti ·iputin r country pur~ uant to. ction of th' joint re ·olutioll proYiding 
f r r li f ll. ·i. tallC(' to the peopl' of countri s deva:tatl'd by war (Public Law 84, 
hi~hti th Cungr<'.~s) and. t•ctiun f> (b) of th Furei!.!,ll Aid Act of 19·17 (Public Law 
3 , , J•.i • h t iPt h Cuugrrss) ma~· b ' nwrg •d with t h ' d<.•posi t s to h made by :uch 
participating count.ry in aceordan ~ with section 10 (h) (G) of t.his Act., and :;;hall 
I , lwld or u ed under thP :-;ame t •rm, and •undit ions as ar' provided in . ·cct..ion 
10 (b) (6) uf this ct. 

~ 1-..c. 10. (a) '1 h' HPcr tary of State, aft r consultation with tlw .\dministrat r, 
i authori~Pd to ·onclude, wit,h individual participating countries or any numb r 
of ueh countri 'S or wit.h n.n organi~at.iun r •pre. enting any ~mch couut..ne::;, agree­
m ul in furtherance uf the purpu::;es of thio Act. 
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(b) As a condition precedent to the performance for any participating countrv 
of any of the function authorized under thi £ ct, uch participating country 
shall conclude an agreement \vith the United State. , which . hall signify thP. 
adherence of such countrv to the purpo es of thi. Act and, where applicable, . hall 
make appropriate proYi ion for-

(1) promoting industrial and agricultural production in order to enable 
the participating country to become independent of abnormal out ide 
economic a ~istance ; 

(2) taking financial and monetary mea ure nece .. ary to tabilize its 
currency, e tabli. h or maintain a proper rate of exchange, and generally to 
restore or maintain confidence in its monetarv -·v tem; 

(3) cooperating with other participating countrie. in facilitatina and l'ltimu­
lating an increa ing interchange of good and ervice. among the participating 
countrie with other countries and cooperating to reduce barrier to trade 
among them elves and with. other countries; 

(4) making efficient u"e, within the framework of a joint program for 
European recovery, of the re ource. of uch participating country, including 
any commodities, facilities, or ervices furni hed under thi. Act; 

(5) facilitating the ale to the United tates for . tock-piling purpo. e:, for 
such period of time as may be agreed to and upon rea. onabl term and in 
rea onable quantities, of material which are required by the United State 
a a re ult of deficiencies or potential deficiencie in it ' own natural re ·ource, , 
and which may he available in . nch participating country after du rcgarrl 
for reasonable requirements for dome tic n. e and commercial export of. uch 
countrv; 

(6) placing in a special account a depo it in the currency of such country, 
in commensurate amounts and under uch term and condition ' a may be 
agreed to between uch country and the Government of the United tate , 
when any commodity or ervice i made available through any mean author­
ized under thi Act, and i not furnished to the participating country on term 
of payment. Such special account, together with the unexpended portion 
of any depo it. which may have been made by uch country pur·uant to 
S3ction 6 of the joint re olution providing for relief as i tance to the people 
of countries devastated by war (Public Law 84, Eightieth ongres") and 
section 5 (b) of the Foreign Aid Act. of 194 7, hall be h ld or used only for 
such purpo e. as may be agreed to between uch country and the Govern­
ment of the United States; 

(7) publishing in such country and tran mitting to the Unit d tate., not 
less frequently than every calendar quarter after the date of the agr em nt., 
of full statements of operations under the agreement, including a report of 
the use of funds, commodities and ervices received under thL Act; 

(8) furnishing promptly, upon reque t of the United tate , any relevant 
information which would be of a i tance to the United State in determining 
the nature and scope of future operation under this Act. 

(c) Notwithstanding the provision of ub ection (b) of thi ction, th Ad-
ministrator, during the. three month after the date of enactm nt of thi' Act, may 
perform with respect to any participating country any f the functions autb riled 
under this Act which he may determin to be e ential in furtherance of th pur­
poses of this Act, provided that uch country (i) has ignifi d it. adh renee to th . 
purposes of this Act and it intention to conclude an agr em nt pursuant to ub­
section (b) of thi section, and (ii) he find that uch country is complying with 
the applicable provi ion of ub ection (b) of thi ection. · 

SEc. 11. When the Pre. ident d termin . it to be in furth ranee of th purp . 
of this Act, the functions authorized unrl.er this Act may be performed without 
regard to such provi ·ions of law regulating th making, performance amendm nt, 
or modification of contracts and the exp nditure of Gov rnment 'fund a the 
Pre ident may p cify. 

EC'. 12. (a) 'The Pr sident is authoriz d tor qu t the cooperation of or th 
u"e of the ervice:'i and facilities of the nit d ations, its or~an~ and Hp cializcd 
agencies or other international organizati n , in carrying out th purpu.· of thi 
Act, and may mak paym n.ts, by ad vane m nt orr imlmrs m nts, for such pur­
po ' e, out of fund. mad ava1labl for the purpos ' of this Act, as may b nee"· ary 
therefor to th extent that pecial comp n~ation i. u ually r quirerl for :ncb sen·· 
ices and faciliti s. 

(b) The Pr sident shall transmit to th Hccr tary leneral of t.h nit d ~a1ion 
copies of reports to 'ongres on the operation ' conduct 'd nuder thi: Act. 
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(c) .\ny agre ment concluded betw en the ~nit d ~ tate- and participating, 
countrie or group· of such countrie~ in implementation of th purpo.'e of this 
• t hall h r ai.·tered with the ~nit d :::\ation if uch regi'tration is required 
bY the (hart r Of th rnit d 1 ~ations. 
·~E<. 13. After .Jun· 30. 1952, or aft r the pa.sag of a concurrent re olution 

by t h two Hou ·e~ b •fore J un 30. 1952. which declare - that the power con­
f rr d hy or pur.·uaut to ectiou 7 of thi, . ct ar no longer neces ·ary for the 
purpo · of thi · Act. the Admini. trator .-hall not x rei e any of the pow r · 
conf rr •d by or pur ·uant to :uch ~ection 7. xcept that through Jun 30, 1955, 
any of uch pow r.· may he ex rcL 'd to the xt nt nece''ary to carry out an 
agf"' m nt with a participating c untry concluded b fore July 1, 1952, or b fore 
th J fl" ·ag of uch concurr nt r solution. whichcv r L the earli r, and fund.· 
madt availahl forth purp .'e of thi. Act requir d to carry out any. uch agre -
m ·nt ... hall h d med obligated a. of the dat of ·uch agre ment, and ,' hall be 
aYailable for xp nditur to carry out uch obligation. through Jun 30, 1957. 
and fund~· mad' available for the purpo;-:; of thi · . ct ·hall be availabl for th 
t'XJ n~ of liquidating operation.- und r thi: Act for . uch tim as the 'ongre' · 
from time to time. in the Act appropriating ocUCh fund', may authorize. 

Ec. 14. The Pre ident from time to time, but not les frequently than once 
ev ry calendar quarter throu~h June 30, 1952, and one every year thereafter 
until all fund· made available for the purpo..:e · of thi Act hav been expend 'd. 
hall tran.:mit to the Congre a report of operation. under thi Act. Report. 

pr Yiderl for under thi...· section hall be tran;~mitt d to the ecretary of the enat 
r the lerk of the Hou e of Repre · ntativ "·, a the ca ·e may be, if the enate 

or th Hou e of R pr . entative., as the case may b , i. not in . ·e. :ion. 
Ec. 1.1). If any provi ·ion of thi,' Act or th application of . uch provi ion to 

any circum tanc or person hall b held invalid, the validity of the remainder 
of th Act and th applicability of such pro vi ·ion to other circum tance ... or p r ons 
hall not b aff ct d ther by. · • 

hairman EATON. Our first " ritne today i th ecr tary of 
tat , 1Ir. 11arshall . 

... Ir. lar hall, would you take the tand, pl a '? 

STATEMENT OF HON. GEORGE C. MARSHALL, SECRETARY OF STATE 

c r tary MARSHALL. The Presid nt on D cember 19 present d to 
th ongr s a propo al for a European r covery program. ubse­
qu nt d cuments submitted to the ommitte from the executive 
1 ran h provide amplification and d tail. Further explanation -will 
follow: 

For n1y part, this morning I wish to place this proposal for onomic 
a i tan~ to th fr countrie of Europ in w.hat I believe i it b~qad 
p rsp tlve. 

Th Europ an r covery program n e sarily mu t be con id r din 
r lati n t th for ign policy of th nit d tat , whi h in it impl t 
f rn1 is on rn d with thos ondition abroad which affect or could 
lat r aff t th futur urity and th well b ing of our ation. 
'Yhn w d . ir , I think, i a table, ooperativ , and ·onfid nt world. 
But ~u ·h n. w rl<l docs n t xi t today. 

\\ • rnu t deal with th .·i ting ituu.tion in our ffort to pr n1ot 
p aee and speurity. The it.uati n in Eur pe ha n t y t dcvPl p d 
t th point, where the gri1n pr gn• i ll frorn e · nomi · un · rtainty 
t) tyrnnny i prohnhh•. But with ut nit~ l State upport f Euro­
p : n ·lf-h< lp, this progr ', si n rnuy wPll h' ·onw incvituhlc. Thcr •­
f re i i~ prop Nl that our J. • u t.ion tnk<' Yi~orou a ·ti n n \ to n i. t 
in tin<r in tnotion thl' proep ·<·s of n•cov< ry in t.lw ~ <' • nd n1 "t pr -
lu ti <' nn·n in thP world. 

'J'Jll' aid 11gg<· .. ted is d ·igiH·d to pn•v<•nt tlw <·c·onmnic 'trnn('IIlation 
whi h now thn•ntc•Hs w<•stPrn blii'OJW nnd through that. vital art>n 
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endangers the free people of the world. This aid must cure the ill­
ness without impairing the integrity of the nations ·we ·wish to suppor . 
The challenge of our task is great. 

We are faced with th necessity of making a historic deci ion. 
The proposed program will impose burden upon the \.merican 
people, but the quantity of exports contemplat d is less than tho 
of the past 15 months. The decision should b made on the ha i ·of 
our most fundamental interests and I submit that none of •the ar 
more compelling than enduring peace and incliviclufll freedom. 

Europe must be restored if a durable peace is to be attain •tl. Th 
United States has expended vast resource in the quest for p ace. If 
by the expenditure of an additional amount, small in proportion to 
the investment already made, we can finish the job, certainly w 
should do so in our own interest as ·well as that of the ·worll at large. 

To a far greater extent than, I believe, is no\v re_cognizcd, th 
western European countries, by their O\vn efforts, have made a w 11-
organized start toward recovery. \Ve have \vitnessed th unpr c -
dented sight of 16 sovereign nation subordinating their dive e 
individual interests to a broader objective. The work of th om­
tnittee for European Economic Cooperation is a demon tration of the 
will of those European nations to work out with our help their own 
salvation. The recent actions taken by several of the participatin()' 
nations without awaiting hoped-for assistance fro1n u is heartening. 
The pledges of this European group promise a far n1ore cooperative 
syst<.'m than has ever befo1 ~ existed on that cont in nt. 

The European recovery program is designed to reenforce the joint 
efforts of the free peoples of Europ . l t is not a serie of pice •m al 
relief measures. I ask you and the vv'hole Congr ss to keep in Inincl th 
great difference between recovery and n1 rP rcli f. 

To be effective, our action sl1ould n1eet four t ts. It must be 
prompt. It tnust be adequate in amount. It must be effici nt and 
flexible in operation. It must be cooperative in relation to the oth r 
participating countries. 

The objective of this program is economic r overy. The time for 
relief programs i past. Relief assistance provicl cl during the pa t 2 
years has played a vital role. It has prevented tarvation and p ti­
lence. It has helped the people of \Vest rn Europe to. urvive in fr -
dom. But the concept of relief no longer me ts the rcquiretn nt of 
the situation. A constructive program for recov ry i. nt'c 'ssnry. It 
should be adequate to its purpose of genuine recovery. 1 f we d n t 
move out to meet the problem in Europ today, it will · rtainly m 
to us here in the United States under condition far mor' unfavorabl 
to us. 

Obviously an adequate program must be \Vi thin American capn ity 
to support, or it would be dangerous both to our elves and to the fr 
world. For that r ason the Harriman, r-rug, and N ours(' connnitt ( 
and ~n the r latecl departn1ent of the ex~ ·ut,ivc branch havr ~tudi d 
the impact of proposed for ign aid upon the Am(•ri 'tUl 'ronomy. 
They hav concluded that a program of thi Inagnitud •ttn be" 'af ly 
and \Vi ely" undcrtak n. 

The program dev loped at Pari by th CoinmittPe of Europ an 
Economic Cooperation ha b rn exten ively c.'amin d, both to obtain 
American appraisal of th r quirement for r covery and to a ure 
that proposed aid would not unduly hurd n our own ccono1ny. From 
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these examination hav cmcrcr d the propos d program which ails 
for assistanc to European r covery from the Unit cl tates in the 
amount of 6, 00,000,000 for the period April 1, 194 , through June 
ao, 1949. On a comparable basis, the propo ed procrram repre nts 
a reduction of about 20 p r nt in th Pari timates. Th se reduc­
tion have b en made for th mo t part, be au e of carci tie , and in 
order to n1inimiz th impact in th nited tate , r cognizing in 
particular ~he oth r burdens on the conomy and th pre ent xi ting 
inflationary on litjon . 

In my jt dgnH'nt. tl 'pr po d program, beginning with 6.8 billion 
dollars and carried throucrh in d r asing amount for ach f the 
following 3 year , hould mak po ibl sustained economi r covery 
in western Eur p . Thi ficrure r ult from omplex calculations. 
It takes into a ount th anticipat d p'roduction, xport , and imports 
of the participating countri in their r lation to all part of th world 
'8nd the availabilit T of uppli both in the Unit d otat and el wh re. 

I have so far tr ... d that th iz of th procrrain must e ad quate 
to its purpose of upporting g nuine r cov ry. It i equally in1portant 
that the program be admini t r din a. busin s lik way that commands 
the confidenc of the American p ople and the people and gov rn­
ments of Ew·op . 

In its operation it must be primarily a business, technical, and 
engineering job. The requir ment of the European participants 
must be continuously screened as to need and availability. The 
efficient nse of available fund must he assured. The utiliz tion of the 
aid provided 1nust be review d. These function of bu iness man­
agement we propose be assign d to an Economic Cooperation Admin­
istration. In . - rei ing th se fun tion , ·we should expe t the ECA 
to consult with oth r aO'en ies of governn1 nt wh re appropriate . 
. The Europ an r covcry program i intimat ly relat d to the for ign 

policy of the Unit d State and to our relation hip 'vith the partici­
pating countri . It will be om the mo t important single expre ion 
of A1nericun for icrn r lationship in thi. pa ·t of the \Yorld. Its 
efficient admini tration 'vill hav fnr-reachin~ influ nee o 1 our foreign 
policy. For thi r a on, a r tnry of Stat , I a1n vit • .lly interest d 
in finding th b t po ibl organization and management for the 
progran1. 

It has never b n my intention that. the ad1ninistrntion f the pro­
gram be han1p r cl by unn c ~ary ontrol or interfcrcnc fron1.th 
Departnwnt of t. t . I hav < id b for that I have an open m1nd, 
both on th"' p ifi n1achin ry of ndn1inistr ti n < nd on th \vonling 
of 1 gi lation. I b li v , how .,. r, that tl c authority f r the admin­
istration of th proO'ran1 hould b ve t d in a singl individual and 
not in a commi ion or board, and that mntter of for ign p licy mu t 
be ubjrctNl to ntr l and dir tion of th cr tary of ~ tate. . 

Finally, I turn to th in vitabl qu ti n : What do th U1ut d 
~ tates g t out of thi ? vv11y hould th peopl of th United tat s 
ccept Europ an hurd n in thi n1a ncr? . . 
European onomic r cov ry, \V f l ur , 1 nt1al to tlH"' pr r-

vntion of bn ic frc dom in th 1n t cr.tical ar a in th \V rld today. 
Europ an onomic r cov ry i ntial to a r turn of normal trade 

nnd commer thr UO'hout th world. 
Th Unit d tnt s i th only nation with th .. tr ngth to lend 

vital upport to u h a movem nt. 
690 2-48-3 
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We want peace. We 'vant security. \V ... e ·want to see the ' 
return to normal as quickly as possible.~ We are in a po ition of I a 
ship by force of circum tance. A great crisis has to be met. Do 
meet the situation with action or do ·we step aside and allO\ r oth r 
forces to settle the pattern of future European civilization? 

That is the conclusion of my prepared statement, ~'fr. Chairnl' n, 
and, if permissible, I ·would like to request that the previou tat­
ment that I n1ade before the Senate Foreign Relations Con1mitt 
included in the record. 

Chairman EATON. We will be very happy to do that, ~Ir. Seer t ry. 
(The information referred to is as follo·ws :) 

DEPA.RT~IENT OF STATE, 
January 7·, 1948. 

STATEMENT RY THE H o -oRARLE GEORGE C. MARSHALL, 'ECRETARY OF T ·m, 
BEFORE THE SENATE CoMMITTEE o"- FoREIGN RBLATIO:-l'S, TH RSDAY, .TA -
ARY 8, 1948 

On December 19. the Pre. idcnt placed before you the recommendation of the 
executive branch of the Gov rnment for a program of United. tates as ... i·tance to 
European ccoHcmic reco\ cry. 

This program will cost our country hillion. of dollars. It will impo. a burden 
on the American taxpayer. It will require . acrific ' today in order thtlt we m y 
enjoy ::;ccurity a11d peace tomorrow. Should the Congret-'. approve th' pro(Yram 
for European recovery, as I urgently reconun nd, we Americans will haY made 
an hi'toric deci:--ioll of our peacetime hi~tory. 

A nation in \Yhich th voice of its people directs the conduct of it:" affair~ cannot 
mbark on an undertaking of ~uch magnitude and ::-,iguificauce for light or purely 

'entimental r~aso11~. D ci 'ion of thi-.; importance arc dictat d by the hiuhe t 
consideration::, of national intere t. There is none higher. I am t-mrc, than the 
stabli!"'l1ment of enduring p0 ce and the maintenance of true freedom for the 

indi\ idual. In the deliberations of the coming week!"' I a~k that the European 
recovery program Le judged in tlH'::;e term.' aucl on this basi:-;. 

As the S"cr tarv of Pta! and as the initial reprc:entati,·e of th cxtcutive 
branch of the Govcnmwnt in the prescntation of the progrmn to your committe., 
I will fin='t outlinr mv convictions as to the e. tent and manner in'' ltich meric n 
interest:-; are iuvolve·d in I:uropean recov rv. 

\Yithout the rerstablisl.meut of economic health and vigor in the frre count.ri 
of Europe, without the rc'3toration of their social and political :-;trengt.h n ce ·.:-a.ril' 
as. ociated with economic recup ration, the pro. pect for th-' Ani >rican p>opl, 
a11d for free people ever~·,·dlCre to find pt>ac with justice, and wcll-bein(Y and 
~ cnrit~· for th0 m-;r·lves nntl t hpir children \\ill h gravely pr('jucliced. 

So long B8 hunger, poverty, de'peration and re.'ult.ing chaos thr aten the gre 
concentration. of people in western Europ - some 270 millions ther ll 
steadily d velop , ocial unea:-:;e and political confusion on C'vc·ry side'. L f 
their own resources t.h re will be, I believe, no escape from collomic dLtre 
intense, ocial discontents so violent, political confusion . o '\Yidespr ad, an 
hopes of the future so shatt red that the historic ba8c of w , t rn ivilization, 
which we arc by belief and ii1heritance an int gral part, will take on an w form' 
the image of the tyranny that. we fought to destroy in Jenna.ny. The v cuum 
which the war created in western Europ will be fill d by the forces of which r 
arc made. Our national s curity will be , eriouf'ly thrcatC'ncd. \VC' h II i 
eff 'Ct. live in an armed camp, r<'gulated and controlled. But if w furnL:h eft' ctiv 
aid to , upport the now visibly reviving hope of Europe, Lh prospe t haul 
. pe dily cha11gc. The foundation of political vitality is conomic recov r • 
Durable JW:tcc requirrs th rc'storat.ion of west rn Europ an vitality. 

\Ve have engngt•cl in a greai. war. \\'c pour 'd out, our re. ources to win th t 
war. W fmwht i1 to mnk rral p ace pmvibl . Thou!!;h the war ha , nd d 1 
peace ha.' not mnm nc d. \V mu 't not fail to compl t that which we com· 
nwnccd. 

The pr plrs of W<''llcrn Europe hav dcmonst.rat d t.hcir will to 
genuir1e rPCOYPry bv ntcr·ing into a gr at. coop rative effort. \Vit.hin th limi 
of their resour e: th 'Y formally und 'rt.ak to <''tahlish t.he basis for the p 
\\hich we all s< ck, but. tlwv c.umot ,'ucc cl without A me riC!In a., i ·lane'. Doll r 
'\ill not :-:;ave' 1hc \\·orlcl - lmt. llw worlcl toda.r cannot. bn nvPd with n1t. cloll r. 
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The Pari: report of the ommittee of European Economic Cooperation wa a 
not~hle achievement. For the first time in modern hi tory repre entati ve of 16 
natwns collectivelY di 'Clo~ed their internal economic condition:5 and frailtie::; and 
undertook, ·ubject to ::;tated conditions, to do certain thing' for the mutual benefit 
of all. ~he commitments each made to the other, if faithfully ob erved, will 
produce m we:-;teru Europe a far more integrated economic 7 ~tem than any in 
pre\·ion, hbtory. 

Th • report revealed the measure of out::-ide a istance which in their judgment 
would be neces:-mry to eitect a la tiug recovery of the participating nations. 
The Pxecutive brauch, with help and advice from a great many source ~ , ha ­
develo1Jed from thi,... report a program of American aid to Europe which give sub­
stantial promise of achieving the goal of genuine recovery. The program i not 
one of a ..:erie:; of }Ji •cem al relief measures. I ask that you note this difference, 
and k(ep it in min-i throughout our explanations. The difference is absolutely 
vital. 

I beli Y" that thi.' mea ure has received as concentrated ::study as has ever 
gone into the preparation of any propo almade to the ongre8;' . The best mind: 
in numeron. related fields hav worked for months on this va.' t and complicated 
subject. In addition, the be t economic and political brains of 16 European 
nations have given u · in an amazingly hort time their analyse and conclu ' ion .. 

Th' probl 'Hl we face i enormou ·ly complex. It affects not only our country 
and Europt·, but ahno ~t evory other part of the globe. 

We wi~h to pr ~ent to you in the impl st possible way a full explanation of the 
e:\ecuth·t! branch recommendations for aid to Europe. Our presentation will 
ent:-til the appearance of high officials from the agencies of th Government 
intimatt'ly roucerned. Other::; will give you more detailed information on the 
man\' factor::-: to be con:-;idered. 

I \vill c ufine m~r remarks to the three ba ic questions involved, first, \Vhv 
doe-. Lurope nPed help?; econd, How much help i::; needed?; and, third, Ho-\v 
~hould help h· giv•n'! 

I. WHY? 

The" uhy.''-Lurope i .. till emerging from the devastation and dislocation of 
the most de:-;tructive war in history. Within its own resources Europe canuot 
achieve wi.hin a rca onable time economic stability. The war more or le . 
de..,troycd th nH·ehanism whereby Europe supported itself in the past and the 
.initial r building of that mechani ' m requir ,' outside a ' ·iHtance under existing 
circum. lancp,· . 

Tht• we. ·tt'fll European participating countrie:-;, with a prc::-;ent population almost 
h\ ire our uwn, coH:titutP au interdependent ar •a containing :::;u111e of the mo. ·t 
highly indu ;trializPCi nations of the world. AH a group, they are one of the two 
major wurk:>l up:-~ of the world. Production haH become more and more special­
ized, and d ·pencls in large part on the proc sHing of raw materials, largPly im­
portul from abroad, into fini:h d goods and th furnishing of :ervices to other 
area:. Th •.'C goods and ser\"iccs ha\e been sold throughout the world and the 
proc ·d Uwrefrull paid for the necessary imports. 

'I he war smaslwd the va.·t and delirat · mechanism by which Europ an coun­
tripq mad(• their living. It was the war which destroyed oalmines and depri ·ed 
the ' urh·,hop of su!Ii ·iPnt mechanical en rgy. It wa:-; the war which de;:; roy f) d 
steC'l milL :wd thtl:-; ut down the \\orkshop's material for fabrication. It was 
the war whicll de: d'OYl d trausportation lines and equipment and tlnt~ made th 
ability to lllU\'e guuds and people inadcq uate. It wa: tlw war which dc~troy ·d 
liv ~to ·k lwrd ·,mad • ft•rtili~er::; unobtainable, and ihns reduced soil fprtility. It 
'\'\UH th • war which destro:vNlmerchant fle ts and thus cut oft accustom •d incom' 
from c·arrying the vor:d •; good:->. It was the war which clc:.;t.royed or caused the 
lo. of o much of forPi g n in\'estm nt~ and the• income which it htts procluc •d. It 
w ~the war which hi •d in\· •ntories and \\orking capi al out of existence. It wa' 
the war whieh ·hl. tc•rpd business n·lation:-.hip;-; and market s and the sourc •s of 
ra\\ ltttlt<'riab. '11 (' war di:-;n1pted the !low of vital raw matcri·ll. from southeast 
A.in, th rPI>y brc·aking th · patl'I'll of multilateral trade ·1\hic h former!: provided, 
din• tl: or indir • 1 ,y, large· dollar earnings for w ':HNH Euru}W. In the po ·twar 
peric dart ificial and foreibl ·reorientation to th' Hov·et nion of eastern European 
tradl' h· s dPpriv<'cl \\ c·st ·rn Europe• of . ourccs of fuodstntr and ra,w lllUt ·rial from 
that Hn·a. I ft·n· :tlld tlH·re th • J)fl'sc·nt l•.urope::w :-;ituation lm:-. been aggnwatcd 
by tiJJ. otltHI or dc•stnt ·li\ e policie~ }Hir~uPd in one or another <'ollntry, l)llt the 
ba ·i<' di:lcwations find th<'ir ~ottrc · direelh in tht> war. 

'll11• inability of Uw Eurupeau workshor) to g •t food and raw IHatc:riub n•quire I 
to produ ·e th · c· .·ports Itt'C(•ssary to get the• pur ·ha ·ing po\\ ·r fur fuud alld raw 
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materials i the wor t of the many viciou circle~ that be.~et the European people . 
Notwith tanding the fact that indu trial output, e.·cept in we ·tern Germany, h 
almo t regained it. prewar volume, under the changed condition thi ·is not nearly 
enough. The lo. s of European inve tments abroad, the de truction of merchant 
fleet , and the diRappearance of other , ource of income, together with increa e 
in population to be su tained, make nece .... ary an increa~e in production far above 
prewar levels, even sufficient for a living standard con ·iderably below prewar 
standards. 

This is the essence of the economic problem of Europe. Thi problem would 
exist even though it were not complicated by the ideological struggle in Europe 
between tho e who want to live a free men and thoRe mall group who aspire to 
dominate by the method of police tate". The olut.ion would be much ea ier, 
of course, if all the nation. of Europe were cooperating. But they are not. Far 
from cooperating the Soviet Union and the Communi. t Parties have proclaimed 
their determined opposition to a plan for European economic recovery. Economic 
distre is to be employed to further political end . 

There are many who accept the picture that I have ju. t drawn but who rai e 
a further que tion. "Why mu t the United tates carry so O'reat a load in help­
ing Europe?" The answer is imple. The Tnited State is the only country in 
the world today which has the economic power and productivity to furni h the 
needed assistance. 

I wish now to turn t~ the other questions which we mu. t answer. The:c are 
"how much" aid is required and "how" should that aid be given. 

II. HOW . IUCH? 

Three principles should determine the' amount and timing of our aid. It mu t 
be adequate. It mu t be prompt. It mu t be effectively applied. 
Objective: Recovery 

The objective of the European recovery program "'ubmit.ted for your con ider­
ation is to achieve lasting economic recovery for western Europe; recovery in the 
sense that after our aid has terminated, the European countrie. will be able to 
maintain themselves bv thPir own efforts on a sound econ mic basi . 

Our assistance, if ,,·e determine to embark on thi. program to aid ''" t rn 
Europe, must be adequate to do the job. The initial increment of our aiel hould 
be fully sufficient to get the proO'ram under way on a broad, sound ba. i and not 
in a piecemeal manner. An inadequate progra.m would involve a wa tag • of our 
re ources with an ineffective result. Either undertake to meet th · rcquirem nt 
of the problem or don't undertake it at all. 
Time is vdal 

I think it mu ·t be plain to all that the circumstance" which have p;iv n birth 
to this program call for promptne in deci ion and vip;or in putting h )roj ct 
into operation. The sooner this program can get uud r way th , gr •at• r· it 
chances of uccess. Careful consideration and arly action arc not. inconqJ tible. 

The interim aid law which the Cm1gres enacted la .. ·t I ·cem 1> r wn~ d ign ,d 
as a stopgap measure to cover the p riod until April 1 of thi' year. In th lilt n­
time it ''ould be po. ihle to con ider the lono·-tcrm rccoYcry m a~ur which ,, 
are now discu iHg. r'"nless the program can be pla.c d in operation on or . oon 
after April 1, there will, undoubtedly, be a seri u. dctarioration iu ome f tho 
ba ic conditions upon which the whole project i predicat d. 

It is proposed that the Congress now authori11e the program for it.s full four 
and one-quarter year duration, although appropriationH ar being r qn' ted ouly 
for the first 15 months. Annual deci ions on appropriations will afford full oppor­
tunity for review and control. But a gen ral authorization now for the lou, r 
term will provide a neces ary foundation for the continuing effort. and conpcrat ion 
of the European countries in a progressive program of recovery. 
Amounts of required assistance 

The amounts, form, and conditions f th r c mmend d pro~ram of Ameri ·an 
aid to European r co very have been pre. ntcd in Pr sidpnt Trnma n'H me. ~a,! to 
the Congn:.s· on Dec mber 19, 1947. Thy w re furth r .·plain din t.h, pro­
po. ed draft legi lation and background mat rial furni:-<hcd i o t.hiH commit It> • at 
that time by the Department of tat . Taking a.' th basis p; rmine Emopcan 
cooperation-th maximum of s If-help and mutual help on t h' part. of t.he p r­
ticipating Eu ope an countrie. th program aims to provide theRe countrie , 
until the end of June 1952, with tho e portion of their essential import· from the 
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We~tern Hemi::;phere which they themselves cannot pay for. These e sential 
import::; include not only the food, fuel and other supplie ~ , but also equipment and 
materials to enable them to increase their productive capacity. They must 
produce and export considerably more goods t han they did in prewar t.imes if 
they are to become elf-.·upporting, even at a lower standard of living. 

E>uring the fir ·t 15 month~, exports from the European countries will provide 
current revenue sufficient to cover almost their entire import need from sources 
oubide the \Yestern Hemisphere and also about one-third of their requirements 
from the \Vestern Hemi -phere. 

It b not proposed that the United States provide aid to the full extent of western 
Europe's remaining trade deficit with the \Vestern Hemisphere. Funds from 
~our es other than the United States Treasury, are expected to carry part of the 
load. The~e \\ill be, principally, credits and other forms of assistance from other 
countrie::; in our hembphere, loans from the International Bank and private 
ource::', and a further ~tight reduction in European reserve ~ . It is the final 

deficit, after all tho 'e other means of financing essential imports have been utilized, 
that it is propo::::;ed be coY red b:v American aid. 

In each ~·ucceeding year of the program, increased production and increased 
trade from Europe is expected to reduce the amount of assistance needed, until 
ft r mid-1952, when it is calculated that the participating countries will have 

recovered ability to support themselve . 
The recomm nded program of 6.8 billion dollars for the first 15 months reflects 

a earching and comprehensive investigation by the executive branch of European 
nee . and of availabilities in the United States and other supplying countries, 
taking full account of the findings of the Ha Timan, Krug, and J\ ourse committees. 

The program of G.S billion dollars for the first 15 month~ has been computed 
with preci,;ion. I wish to emphasize that this amount does not represent a 
gen rous estimate of requirements. It is not an "asking figure" based on antici­
pated reductions prior to approval. It reflect a rigorous .-creening of the pro­
p a! , devclot• -. d by the CEEC and a reali. tic apprai ~al of nvail abilitie ' . In our 
judo·m nt, American a si, tance in this magnitude is required to initiate a program 
of g IlUine recovery and to take both Europe and this Nat ion out of the blind 
allev of mere continuing relief. 

The e, timated cost of the program is nmv put at somewhere bet,veen 15.1 to 
17.t billion~. But this will depend on development each year, the progress 
m de and unforeseeable variations in the weather as it affects crops. The over-all 
o, t i.: not. c2.pable of precise determination so far in advance. 

Can we afford it? 
In developing the program of American assi. tance, no question has been more 

clo ely examined than the ability of the United States to provide assistance in 
the mugnitudes proposed. Both in terms of physical resources and in terms of 
financiul capacity, our ability to support such a program seems clear. Repre-
entatives of the executive branch more closelv familiur than I with the domestic 
conomy will provide further testimony on this issue, but I should like to remind 

you of the conclusions of the three special committees which explored this matter 
in dct uil during the summer and fall. 

The proposed program does involve ~ome sacrifice on the part of the American 
p •opl , but it ~hould be kept in mind that the burden of the program diminishes 
rapidly after the first 15 months. Considerations of the cost mu~t be reluted to 
the momentous objectives on the one hand and to the probuble price pf the 
alt •nmtivc '. The 6. billion dollars proposed for the first 15 months is less than 
a .. ingl · month's charge of the war. A world of continuing uneasy half-peuce 
will create d munds for con to.ntly monntinP" expenditures for defense. This 
program should be viewed as an inve. tment in peace. In those terms, the co ·t 
i low. 

III. HOW? 

The third main consideration which I feel, should be borne in mind in connPc­
tion "i t h this meas •'e b that rc>l .ting t', condi l ions or term , 11pon .vhich Americ~n 
a i tance will be e. ·tend d. It. is the obvious dutv of thi::; Government to insure 
in ofar a· possible that. the aid xtencled should be effectively used to promote 
rPcovcn· and not clivc>rtecl to other purposes whatever their nature. This aspect 
oft lw p·rogrn.m is perhaps the mo ·t, delicate und difficult undone which will require 
tlH P.·crcise of n. mature judgment and intelligent understanding o~ the nutu~c. of 
th • problem faced by th European govNnments and of _our purtiCnlar po~1t~on 
of INtel •r hip in this rnatter. 'Vc> mnst ulways huve in mmd th~ t we ur den.lmg 
with democratic government · of sovereign nations. 
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\Ve will be working with a group of nation~ each with a long and pr011 hi torv. 
Th people of the.~·e countries arc highly killed, able, and energetic, and jtJ tl' ­
prond of their cnl nres. TheY have ancient tradition, of ~elf-reliance and ar 
eage.,.r to take the lead in working ont their own , alvation. 

"e have ~tated in manv "·av. that American aid will not. be u ed to interfer 
with th. sovereign rights 'of the. e nation. ftnd their own r pon. ibility to \(·ork 
out tl1elr 0\Yn . alvation. I cannot empha~ ize too mnch m.v profound conviction 
that the aid we furnL~h must not be tied to condition~ which would, in effr.ct, 
destroy the whole moral justification for our cooperative a .:istance toward 
European partner hip. 

We are dealing with democratic govPrnment . One of the major ju tification .. 
of asking the American people to make the . acrifice nece · arv under thi. program 
is the vital , take that the "Gnitecl States ha. in helping to pre erve democracy in 
Europe. A.~ democratic government. they are re pon. ive, like onr own, to the 
peoples of their countries-and we would not have it otherwi ·e. \Ye cannot r..·­
pect any democratic government to take upon it. elf obligations or accept condi­
tions which run counter to the ba. ic national . entimen of it people. Thi:- pro­
gram calL for free cooperation among nation mutually re. pecting one another' 
sincerity of pnrpo"e in the common endeavor-a cooperation which we hope will 
long outlive thP period of American a. ,i.·tance. 

The initial RnggP. tion of June ;- last, the concept of American assi. tancc to 
Europe, ha. · been ba eel on the premi e that Enropean initiative and cooperation 
are prerequisite to European recovery. Only the European themselve can 
finally olve their problem. . 

The participating nations have signified their intention to retain the initiative 
in promoting their O\Yn joint recovery. They have pledged thcmselve. to take 
effective cooperative measures. They hav e tabli heel amhitiou. production 
targ£'t for themselves. They have recognized the need for financial and monetar · 
stability and have agreed to take neces ary ~teps in thi direction. They have 
agreed to e tabli h a continuing organization to make mo t effective their co­
operative work and the application of American af;si. tance. "\Vhen our program 
is initiated \\e may expect that. the participating European countrie will reaffirm 
as an organic part of that program their multilateral agr ements. 

The fulfillm nt of the mutual pledges of the e nati ns would have >rofonnd 
effects in altering for th better the future economic condition of the Europr.an 
Continent. The Pari.~ Conference itself was on£> major Rtc·p, and the participating 
nations haye not waited on Am£'rican action before taking furth r st p., many of 
which required a high order of political courage. ThPy have mov d fon ·ard 
toward a practical working arrangement for the multilateral clcarin~ of trade. 
France and Italy, whotie financial affair .. uffered greatly by war and occupation, 
are taking enerf);etic measures to e. tablish monetary ~tability~an c. ,~cntial pr -
requi ite to economic recovery. Briti .~ h coal production i. being increa.~ rd mor 
quickly than even the more hopeful foreca. t ·, and there i. a pro. pect oft h nrl · 
rei"umption of xport. to the Continent. The cu tom.· union among Bf•lgium, th 
• T eth !'land. , and Luxembourg is nmv in operation. ~ T £'~otiation::- for a Fran -
Italian cn toms union are proceeding. 

Appl1'calion of American aid 
Our aid will not be given mercl~· bY t'lrning monc~· on•r to the European !!,O\' rn­

menb. The European countries "ill pr pare• p riodic --tatemcnt.· of tlll'ir 1 e d, 
taking into account the developing program~ of mutual uid workNl 011 t t hrmwh th 
CEEC continuing organization. Aftf'r reYicw by the sp£'cialist economic o­
operation officPr~ in each country nnd hv the special United Ht: t ·~ Aml>a. d r 
to the contintlillg CEEC' organization. thc.v will lw tnnl~Iuitt('(l to tlw Aclmini­
trn.1 or of tl1£' .\merican agencY carrying out our program of ns~i-;fan~e. 
' The· Admini.· trator, i11 collaboration with other appropriate ngcnl'i'. ofth 
Gov£'rnment. will det rminf' to what. extent th Enrop£'an requir nH•nt.· are ;uti­
fied and to \\hat extl,nt thev cnn . uf('}y h<' ntPt. Tlw Achninistrator will 1 
decide \\ hich r-;pecific rf'nuire1i1ent. from 'awong th' ovt'r-nll r •quir 'lll('llt \\ill b 
financed b~· th£' l'nited ~~tate , taking into account. tlw ability of the <·otmtry r.ou­
C£'m d to pay for :--ome portion or all of its total l1l!<'cls. Fnr those 11''£'<!. \\~li h 
cannot b paid for in cn<;;h, the Aclmini 'trntor will further decide, in eonsultati ll1 

with tlw l\atinnal .\d\i~0r~· ouncil, whether aiel will h<· providPd in loan ·--\\h r 
a ::::ound capacity to repay in the futnn· xi:::;ts- or in outright grants. \\ hcu h 
program ha, h£'en detnwin cl in I tail, th Administrator will cith r adva11 
requisit funds t the participating countr~· concf'rn d to PJJablp th' purch.t. of 
the approvecl import or, more gen rally, he will rt>imburs th, count.ri · wh nth y 
havf' procured and received these import it m ·. 
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uh tantial amount of the e..,.~eutial need· of Europe mu t come from countries 
of the \\·e.-tern Hemisphere other than the rnited ~'tate~. In . ome ca e · the 
quantitie~ r quired "·ill not exi:t in the L'nited "tate., in other~ the impact on the 
. merican economy will be greatly relieved if connnoditie can be procured else­
\\here. .\ .~izeahle proportion of the fund appro1 riat d for the European re­
COYPry program ,·hould therefore be available for the financing of purcha. es rnade 
out ide the l'nited Htate . 

Tlle aP}lication of . merican a .. ~i _ tance will be in accord with bilateral agree­
menL to b negotiated with each of the participating countrie~. The term of 
the:=:e propo~ed agreement· are outlined fullv in the docmtlent~ ~ubmitted to vour 
committee on December HL · ~ 

Org'1ni :ation for the ptogtcwz 

The adminL tration of the program will demand the be t talent and the greate."t 
effici ncy that our country can mu~t r. The organization bearing the central 
re pon ibility ,·hould be :mall and select. It must hold the full and complete 
confid nee of the American people and of the European. . It . hould combine 
efficient, hu iu ··-like admini tration and operation with the qualities of judgment 
and di · 'rimination neces ~ary to achieve quick and la. ting recovery in Europe at 
the lea t long-term co ·t to the American people and with the lea t impact on our 
economv. 

The organization must fit into the comple.· mechanics of our world export 
picture. American 1'ood, . teel, and other product· are being e::-:ported to many 
area o her than Europe. In many categoric._ American output represent.:_· the 
major "ource of hortage good in the world. There is at pre ent workable 
machin "'ry in the Government for determining total export availabilitie.· in the 
1i ht of domestic need · and for allocating the ·e item among the many bidder·. 
\\ e propo,e that thi ~ machinery be continued. 

The urganizntion must he grant >d flexibility in it operations. In my judgment 
thi i · the mo!-;t vital . ingle factor in effective admini tration. \Vithout flexibility 
the organization will he unable to take advantarre of favorable developments, to 
me t adv r:-;e em rgencies, or to cu. hi on the impact of the program on the donl-

tir CCOll011lY. 

It h:..t ~ beei1 !'uggested in ome quarter that the admini. tering agency . hould he 
l>li heel in the form of a 'overnment corporation. It i · claimed that a cor­

poration can be vested with broader po,,·er. and flexibility than an independent 
e. rcutiv ~ geucy. I do not Lelieve that this is n ce · arily ,'o. The lcg:Llation 
e tahli hit g an agency can clothe it with any or all of the beneficial attribut · of 
a :ovennucnt corporation. On the other hand, an executive agency und r the 
re pon ibJc dire tion of one man, aud fitterl into the existing machinery of Goveru­
mrnt, will h better nl>l to me t th r quirement, of the :situation than a corpora­
tiOn dir ctPd by a hoard. Thi~ task of admiuistration clearly call. for admini. tra­
tiou hy a ~inglc re~po11~ibl iudividual. 

Finally, t h bperat ion of the program nnl't be related to the foreign policy 
of th• ~ ... ation. The importance of the recovery program in our foreign affair 
nerd no argument.. To carry out thi relation ~hip effectively will require coop-
ration and teamwork, but I know of no other way by which the complexities of · 

modern world afl'ail" can be met. It hould, I think, be con ·tantly kept in mind 
that thi gn·at project, which would be difficult nough in a normal international 
1 olitic i climat ', mu. t b carried to succc~s against the avow d determination of 
th l.'o \'id l'niou and the Communi ·t Party to oppo e and sabotage it at ev ry 
turn. '1 her· ha · been comm nt that the propo -ed organization, th Economic 
Cooper tion Admini ' Lration, would b"' cornpletely und r the t.humb of the Depart­
ment of ~_'tat •. Thi is not o, :hould not be so, and need not b so. I have 
per:--on lly i11tPre.stcd m,v · lf to .· e that it will not be ... o. The activiti 'S of the 
IX' :\ \·ill touch on man.' a pPcts of our int rnal American affairs and on our 
cornmy. In th · mnltitudp of activitie · of t.hi~ nature the Departm nt of 

l.'tat • lioulcl have no dir ction. 
But t h a tivit.ie. of the E A will be directly related to the affair~ of the 

bur< p an nations, political a.' well a. economic, and will also affect t.h affair~ of 
oth r nations throughout 1.he world. In this fi ld, the constitutional responsi­
bilitY of h • Pre:id ·nt is paramount. \Vh t.hcr or not he choo. es to ignore or 
dim.inat <' t hP ~ c ret arv of f-H ate in t.he conduct. of for ign r lations is a Pr sid n tial 
dPri j, n. I think t luit in our ffort. to re~tor th stabilit.y of th gov rnm 'tlt of 
Wt t •rn Emope it would h<' nnfortunat to cr ate an nt.ir 1 r n w agency of 
forrign poliev for thi-; Uuvernmenl. Th re cannot h tv~o Heer tL ri 'S of Htat •. 
I do llot wi. h to int rfC're in the proper operation. pf thf' E . Th organiza­
tioJH 1 -.trn tnr w ·have proposed provide a nw, n: for giving appropriat 'clirrc-
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tion and control in matters of foreign policy to the Admini ·trator of the ECA 
with least interference in the busine ... slike conduct of hi ta, k. In this connec­
tion he must coordinate his affairs with the legal re pon ibilitie, charged to the 
Secretaries of Commerce and Atuiculture. 

The man who accepts the challenge of the great ta 'k of admini tering the 
European recovery program must be a man of great breadth, ability, and ..;tatur . 
I have no qualms but that with such a man, and the able aide he will choo e, I 
and my staff can form a smoothly working team for handling the complicated 
problems in foreign relationships which will arise in the conr e of the program. 
In my judgment, the organizational proposal which have been put forward 
represent a sound and practical arrangement of functions and a framework for 
successful administration. 

CONCLUSION 

What are the prospects of succe s of such a program for the economic recovery 
of a continent? It would be al mrd t) denv the esidencc' of ob. taclc · '3,nd ri. k . 
Weather and the extent of world crops are unpredictable. The po. ,jbl. extent 
of political sabotage and the effectiveness with which its true intention ar 
unmasked and thus made susceptible to control cannot be full.r forr:! ecn. • 11 
we can s~.y is this program does provide the mean for success and if we maintain 
the will for success I believe that success will be achieved. 

To be quite clear, this unprecedented endeavor of the ne\v \Vorld to help the 
old is neither sure nor easv. It is a calculated risk. But there can he no doubt 
as to the alternaii\ es. The way of life that we have known is literally in balanc . 

Our country is now faced with a momentous decision. If we decide that. th 
United States is unable or umvilling efrectively to a ·sist. in the reconstructiOI f 
weRtern Europe, we must accept the consequences of its collapse into the dic­
tatorship of police states. 

Chairn1an EATON. Are you now ready for r1ucstions? 
Secretary MARSHALL. We may put it that way, sir. 
Chairman EATON. We will dmnonstrate as \Ve go along ho\.,. far 

wrong you are. 
V.l e have had a practice, in order to save time, of a 5-minutc rul 

on the first round, but I think possibly that his is so irnportant 
question that we better give each n1ember an opportur i t.y to t k 
whatever time he desires, so, speaking for myself as a n1crnber of tl i 
committee only, I am profoundly discouraged over vario-us que~tion 
that you have raised. 

The situation goes to the very root of our constitutional s t-up, 
as I see jt. We have 16 sovereign states. This is a sov r iO'n 
State. We have 16 An1bassadors over there repres nting thi < tion 
officially. TlH'y have their an1bassrrdors her' reprc 'ntin()' tho 
nations or those governments officially. vV e propo e to int 'l' Ti ' 
each of those sovereign states with an econon1ic prograrn und 'l' ur 
own supervision and direction, supplying the funds and dot rxnini 
how they are to be xpendcd and appli d. 

Are we going to do that by a special organization and, if not, b 
special organization are we going to revan1p the State D0pn.rtrn •n 
that it will be competent to deal with economic n1atters \Vhi ·h, in d 
gone by, had not been its final concern? Its cone rn wn poli 'V. 

You mentioned our foreign policy. I pre urne you would h bl 
to give us what is the foreign policy of th1 I at ion in a s ·nt 1 

two, and, in my judgment, it would be one of th rnost inspir ·d pr 
cie of all age . 

Now, will you explain to us, l\Ir. 'ecrctary, how \Ve arc goin()' t 
into these sovereign states and < ,dministcr our funds for their int r 
without encroaching on the age-lono· n1cthod of int reoursc b 'tW n 
the governments of those sovcr ign states and thi a vcrciO'n 'tat ? 

Secretary l\1ARSHALL .• In answering that question, l\1r. hairm n 
I will leave, for a rnoment, th eharactcristi of the a(hnini trati · 
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~t-up in the United tates, and initially diseuss the procedure to be 
followed in carrying out the plan's iznpuet on tlw situation in Europe. 

It is propos<'d uzu.ll'r the druft of tht· lt>£"islation subn1ittPd, that we 
haYe, first, an ambassador, to ht• fornutlly eonfirnwd hy thP Con~n·ss, 
w represent directly the .... \dn1inistrntor or tlw udrniz,istrntiv~· agPIH'Y 
m this eountry, in contact with tlw n•pn•spntuti,·l' group of the 16 
nations. 

There <'xists already sueh a repn•s(•ntativP group or u <'Ommittee. 
You might call it, I presutn(', an l'Xl'<'utivP <·otnznittet•. They have 
some special tern1 for it, but that is what it is. 

The A1nbassador at Large would bt• in direet, <'Onstant contaet with 
that group. 

Fron1 th('re, the proc<'dure would, so far as hP is concernNl, dPpend 
very largely on the ehanging situation and on tlw personn.lities 
mvolveu. 

It is cone('ivable that h(' would go dirC'etly to countriPs eon<'PrnPd in 
connedion with purely businesslikC' nlattprs, pertaining to tlw applica­
tion of thesl' funds, and tlw IH'O<'P<hlrPs involv<•d, or to infonn hin1self 
as to the prO<'Pdure thNl in proe<•ss in tlw nation eoiH'<'rnPd, in resJwct 
to tlw agn•Nl plPdges of thn.t nation in its agn'C'lll<'ll t with thl' other 
15 natior1s, aehievNl in Puris. 

If, in his conduct of his n•s))onsibilitiC's, it bt.>conws IWcessary for 
hun to stPp froin tlw businpss contacts into tlw national contn.cts of 
that nation's gov('nunent, tlwn, I would nssunw that lw should Inake 
hts rontaet in emnpany with our ..\n1bnssndor in thnt particular nation. 
In otlwr words, they ,,·otlld go togetlwr and xnake th<• eall on whonwver 
it was tlwy d(•sired to Sl'l'. So WC' would hnvP no <·oxnpll•tp <'hange or 
elimination of our agt>-old proeNlurf' in dPnling with anotlwr nation. 
At the smne tinw he would hav(' a din•et personal contact with the 
offirial of tlw govC'rnnwnt <·oxwerned with tlw particular n1attpr under 
considerJ. t ion. 

~ Tow, his n•ports JWrtaiPing to th(• ordinnr:v husinPss proePdure 
involv<>d in this Inattl'r would go dirPctly to the .. \dntinistrator here 
m \Yn~hington. 

\YhPrP n. quPstion of fon•ign policy bpc·onws in volvPcl, hC' would 
rertninly rPport both to thP _\<hnini~trn.tor ~lPd to thl' SP(TPtnry of 
Statp UIHl tlwy, tog<•tlwr, would haY<' to find tlH· solution, or go to the 
Pr£'sidPnt to gPt n. solution . 

.. \t tlw sunw tinw \\ <' \\ ould lun <' c -..t.tl,Ii~hc·d in Pneh Pinhnssy 
abroud U ~tn'll!!,t}H'JH'cl ('C'OllOIHil' St't-UJ>. rh<'I'{' u, n}n•acly Hll C'l'OilOilliC 
coun~Plor "ith assi~tnnts in PHC'h Pllthns~y. Th. t .!TOHp woulc 1 ha Yc• to 
be ~l'Pcltl~· strc•ngthc'nPd und tlw uppoint lH•nt~ to it \\ ould <'ithc 1~ c·onw 
out of the• ron•ii~Jl Sc·tTi<'P or dirc•('t frOid th(• out-..idc> \\ orld, lll the 
rnitul StntP", thn.t is, H~ dc•tt'l'lllill<'<! by tlw .\dtninistrntor. 

Tlwr<' WP lun <' n situution whi<'h is in.di('.lt<'d in thc> r.lth'< r t< chnical 
wording of tlw propost>d bill. It~ purp'ht' i~ to mal,<' thP Illll'.innnn 
u (\of tlw l'PS<'l'YP s' "'tPilll'<'<'t•ntlv <·..,tnbli~lu·d for th(• Fon•ign ~Pl'\ iC"e, 
whic·h, I nn1 told; wns dc•vc loJlc•d to taLP advnnt:''~<' of tlw tah•nt 
thnt \\ .1~ brought in during tlw \\ nr ·' Pa.rs und othc r a hlP }H'r~ons 
vnilnhlt out idc> of tlH' Cov,•n'HH'Id. 
B~· tlw tc•nns of tlw propos.<•d bill, thosp n PH \\ ould lw <·nllt>d into 

th(' Forpign S<•rvi<'P wht>rP th<•ir r<'<'OJliJH'll~P \\ ould lw hidwr t hun 
ot}wn\ is<' 'Hntlcl be the <'USt', and thl•ir positi011", tht>rt>fon•, would be 
unproved to thu.t <'~tent. 
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There i no barri •r at all in the propo clleo-i la tion t~ tlw ~ (hnini -
trator going around the country, we ,~in ay., to obtain ot~wr t 1 nt 
that n1ight bC'come nYailablc or that h might find uYailahl nd 
desirable for this work . 

... Tow, as to the operation involv-ed~ ~on idering .th ta~·t thu, 
econon1ic et-up i in the Ernba y, or in the Lecrahon, It I. ne('c • ry 
in dPaling direct.lv with the other country involved, that \\~e h uld 
1 ot brea.k down ·the whole procedure of our Gov rnrn nt in UC'h 
internationn1 rPlation . At the san1c time it i- nee . ary tht thi 
economic set-up in the Embassy follow, as cl arly a po ~ibl :>' the 
general policies laid clown by th ... chnini tra tor in vr asbin{rton. 
That is perfet·tly practical, I think, under thi proreclurr, hut, of 
course, it would be a much rnore cl arly defined affair if WP ·pt up 
in each oun try en tir ly independent ag nci s. 

Ho\,~evcr, you cannot fight the problem. \Y e hav an rxLtmg 
srt-up which has historic sio-nificanc , just as wc have hen• in ~. h­
ington an existing srt-up of many, many year of cxpPrit lH'P nncl 
tradition. 

Therefore', incltead of reorganizing our ovcrnmcnt ancl rrorganizi11g 
all our ba. cs of foreign relations, in somo way or otlwr w h· \. to 
find, I con id r, a practical ba i for opera tinf2: to thr n1aximun of 
efficiency. · 

I do not foresee conditions clev loping whi ·h would be• nnduly· 
limiting in their effect on the bu incsslikr a<lmini tration of the 
ag ncy. I feel, on the one .. hancl, that the Aclrninistrator hould b 
an indiYidual, his po\ Tcrs only lin'!it cl by thP leg-isla tiYP "'ta C'mPnt 
,,·hich wotLd constitute his directive, arH.l the e.·isting rndhocL o ·our 

l"OV rnment unle Congres ee fit to alter tlwn1 by law 
For example, the Congress has chc rg 'd the ~ e Tetary f ommen· 

ancl the ccr tary of Agrirulture with certain re ... pon 'ibilit1P l't'­
ganling the allocation of n1aterial a relate t this roun ry, pri­
marily, and as relates to any export broad. The Adniini.:.~tr. tor 
here would have to maintain contact with th , e officials in ordPr t 
keep the matter in balance, because, in the fir t plac , that i. tlw l· w, 
and, in the s ond place, the \•;hole world i involved, n t only WP tPrn 
Europe, in all of these matt rs. Tho Admini. tra tor is not dPiding 
directly of his own initiative presun1ably with the entire world. thotwh 
hi actions will be r fl ct l entir ly around the world :1 to who ' o 
do in this matter. 

\Ve have a set of conditions \vhich have to be 1nct.. 
In my stat ments I have referred to the relation of thi ad1nini tr -

tion to the foreign policy of th lnitccl State.... I thinl- <'Vr.ryorH' will 
accept what \ve con icler to b th fa t, that it will be a lllhjor n­
sideration and 'vill be a rnajor infiu nee on f reign p li<'y. ow, I 
hazard the statement that in the proces th prognun, probnbl_r 
80 percent of the a tivitic ,,·ill be pur ly bu, inc ... and not '( quir • 
any refer nee to the pros an l con f f reign p lie·.·. Po sihly .. 
perc nt, n1aybe 1 , will hu.v a direct rdation"hip to fon'ign poliey, 
and there I feel it would b absolut 'ly nee(' ary thn t. t.her h l no 
misunder tanding a. to how that i "Ut' wa. to lw n1 t. 

This whol matter is one of tren1cndou i1nportanec. ( n t.hr n' 
hand, we want to be bu inc lil-e and hnv-' eflici(•n(·y and, on the otlwr 
wr huve a. ituation f govprnrncnt a.n<l rclntion ... hip t tlw ,. rld 
at large whi h you cannot ehangc in n Ininut<', nn<l whi ·h I <lo not 
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beli('ve it woulu lw dt>-..irahle to ·hange. A.~ a n1atter of fa ·t. it roulcl 
be ra tlwr unu ~unl, wh<•r \Ve are trying to tr ngtlu•n the free govern­
ment of lG nations or a· ·i t thcn1 in th ir rchabilit·ttion, if \Ve W<'r 
to V('ry n1at rially alter our ow11 pro ~ssP of ~overnn1ent. 

I thin!· we have t handle tlw diffi ·ultie an<l arrange our own pro­
cedure in ac<·orda!l '<' tlwr 'with in t h' mo. t pffi ·i<.•nt mann r \Ve can 
devi. e un h•r the "·ell-e tablished tradition and arn:u g Inent of 
govprnin ~n t. 

TlwrP is nothing uniqu<.' in thi ituution. It i cornparabl with 
almo::t all operation of ur Government. Y u rannot pro 'N'(l in 
the dirPct ntann ~r that is custon1ary in dN1ling \Vith hu inc affairs. 
w·(' }w ~L' quite a difi'crcnt Ct of ·onclition to ll1Cet. 

1 hnY ha(l ·on"ideruble PxperiencP with that. during 6 years of 
similnr tr ubi . . 'You hase to accomn1odate vour elf to the concli­
tion" in tlH· lw:·t \vay you ·an de\ isc to In t tl}<' requirein<·nts. Y u 
rertninlv en nHot <'hange th face of tlH' TOVPr1lmcnt.. It. c:annot be 
d01w tl1nt v;ny. The "'t,nH· applie in thi ituation. \YP want nn 
rfficiPnt a<hnini tratiou. ~~ow, arc w goinp· to changr the charu ·t(•r­
i~tic~ of Ul' Govprnnwnt in ordPr to crpt. th .. t or ar·p \\"(' O'Oincr to ll t b I b b 

. fight tht~ problt•n1 hut. InePt it by· <1<-tcnnining thP Inost effrctiv' way 
to -pt Ul n procedun' that will produc tht• de ired results'? 

Ho n•v •r <rood th ' oro-t nization i it effi i ncv i o·oinO' to l •pend 
b 0 ' .J b b ' 

IH'C{'~~nrily, n pPr on .. liti<' . The b --t organization \Vill give a poor 
prrfornwnc<:' unit· there i' a r<·u onably ompetcnt individual at. the 
head of that organizati n. That appli h re n \Yell as anywhPrc 
Pl <'. Al.=o. W<' hav<' to a ··urn ' that "~h rc \VC do not get the nece try 
effitiPnt ·oorclinati n, e op •rati nand g od judg:In 'nt, \\ 'will hnv 
to mak' ·hnnges to n1 ''L u h c ndition . That i inhcr nt in any 
pron•dun>, nnd you hav' to hav' th' courug to mnk' de ·i ion . 

' Dol': that un wer your quP tion, 11r. hnirrnan? 
l'hainn.ln E.\T ~. Y<' , ir. 
"ho would mak<· th<. chang<'·, if. in this finn ll<'ial oro-aniztttion I it 

tunwd out you had on1con' who wa in · n1pctcnt? \Yho \Vould 
rpmovp hi rn ~1 nd repla · ' bin1 '? 

'p<·rPt .. r T ~fAn IL\ LL. I wa not. thinl ... ing only f tlH' bu inr:s 
orgnniz, tion; I wn taking nu vcr-all vic\v of the cntir' nee<' arily 
complt>.· <'tup whi<'h w' <'H.nnot W<'ll avoid. 

Chainnnn EA·r .. I have bu one m rt' ques~ion, bt• i u e I \Vnnt 
th<· othPr nw1nhers of the onunittrr to hnvc full tiin<'. H w do you 
mPPt tlw n~. Prtion of n, ·ertain ideology in gov 'rntnen t.hat if we follow 
out t hi. pr grnrn, W<' will in t crfpre with the sovcrPign t,y au l ('nsln ve 
tlws<' c·oun t ri<·. whon1 \VP nre trying to et freP? I I ow would you nwPt 
thut c·ritit·i~Il'. 

S<'<'I'('tar:{. L\ n 'IL\I,L. 'V ·ll, ~r r. ,hninnu.n, purr propaganda is T<'ry 
hard to mc•d a•· neh. It. tnke~ n 1 <·rind of tinH' to <'~tubli h th<' 
fad tlwt . ou nn· c·leun-Inin<kd in your pr posnls and cl<'<' ·nt in your 
dr.-in'· and that. . ou ar<' dqwndahle. 

('t•rb inly, if thi~ involY<'d n c·on pirac·y for <'<' IlOnlie in1]Wri~ lisrn, 
it \\ nuld hu VI' to hn Y<' a hn,'i. of n1on· ::\1 H<'hin V<'llian n pproa<"h thnn i · 
t>Xh ihi t I'd h<'l'l' wi t.h pu bl i<' lH·ari11g~ and pu bli<' di. c·ussim1s on I'Y<'l'Y 
idt> with r<'~nrd to <'VI'I'Y iss\H'. Such a proe<'dun• i · totally la<'kin~r. 

This i.- u nwt t. 'l' of puhli<' <'Olle<'l'll to the pe ple of tlll' nit '<l Stat<'~, 
nnd instc·nd of its hl'ing <'VidPnt that w < rc cngagPd in t ·on pirU<',Y, 
a ull<'gPd, it i::; quit<' <'Vid<•nt. W<' un• int<'I'<'Sh•d in huving th<· g 'lH'ral 
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public understand the situation, and we are trying to find a sound 
reasonable, decent approach to the solution. ' 

Chairman EATON. Our actions are carried on \vi th the full knowl­
edge, consent, and approval of the nations \Ve are trying to help? 

Secretary 11ARSHALL. I think that is the case, sir, and I think also 
we might well have in mind at the present time the tremendous psycho­
logical effect of ·what has already been done and what it is proposed to 
be done. 

As you all ·well know, at least from the papers if you were not your­
selves in Europe this last summer, and particularly during the period 
of the London Conference, there was a tremendous effort by the Com­
munists to overthrow the Governments of Italy and France, and it 
was done in a very barefaced manner. It was remarkable. There 
was little effort to disguise the central, dominating fact of what that 
was all about. 

The people in Europe and the people certainly in western Europe 
are struggling with a very grave difficulty in establishing themselves 
in a strong position, and, as the committee ·would under tand better 
than I do, one of the difficulties is in resisting the demagogic appeals to 
the public who are suffering from lack of this and lack of that to a 
very marked degree. It is very easy to stir up dissension and it is 
very natural that those who lack greatly will turn to almost any 
leader who promises a better situation for them. It matters not 
whether the promise has any possibility of being carried out. They 
are, I think, mainly-certainly France and certainly I tal y-in the 
situation of a man who is suffering illness, and the purpose of the 
program as pro'posed by the administration is to take action leading 
to the rehabilitation, you might say, of th patient until he is strong 
enough to take the necessary action for himself. 

Chairman EATON. 11r. Secretary, for the sake of the r cord, you 
are a master of the English language, and I doubt the appropriateness 
of the adjective that you applied to "propaganda." I wouldn't call 
it "pure." Call it "poor" but not "pute." 

Mr. BLOOM. You said, I believe, you would appoint an Ambassador 
or the President would appoint an Ambassador. Did you mean the 
chief of the organization would have the rank of Amba ador? He 
would not be an Ambassador to any specific country, would he? 
He would have the rank of Ambassador, but h would not be an 
Ambassador, would he? 

Secretary ~IARSHALL. The man in Europe would be an An1bassador. 
1\Ir. BLOOM. To \Vhere? 
Secretary 1\fARSHALL. He would be An1ba.ssador at large with 

spPcific contact with this Committee rcprr nt.ii g the sixh~ n nation . 
Mr. BLOOM. He would have the rank of atnbassador, but not 

to any special country? 
Secretary 1\IARSHALL. That is correct. 
l\1r. BLOOM. Followi11g tho question of the Ch, irn1an wit.h n\frrPn e 

to the sovereign y of these different. nation , would \Ve not bP di turb­
ing th sovereignty is we wcr to place in this legislation ('l\rtain pro­
visions that they would have to take and accept thr provi. ions of our 
law that we would enact over here, the san1e as 'rc ditl in t h \ intcriin­
aid bill, and in doing that, \V uld we not. li ·turb tl ir sovereignty 
if :we made thrir legislators accept our law? Othcrwis , we could do 
nothing, could we? 
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Secretary l\IARSHALL. Well, l\1r. Bloom, I think that is generally 
correct, but it is a rather general statement; there are certain accept­
able provisos and undoubtedly they ·will have to go into whatever 
legislation is proposed. 

~1r. BLOOM. Could that not be a matter of agreement? 
ecretary l\'1ARSHALL. It should not be of a nature directly affecting 

their sovereignty. \Vhen I say that, I mean both legally and psycho­
logically. 

\Ye are to have some bilateral agreements, and the fact that they are 
arranged on that basis should enable us to avoid what you indi~ated 
in your question. 

l\fr. BLOOM. The acceptance of any other organization to administer 
this legislation would be contrary to the Constitution and the decisions 
of the upreme Court, and that should be held invalid as taking away 
the authority of the President of the United States in international or 
foreign affairs. 

\Vhat. would happen to the entire act if that one section of the law 
should be declared invalid? 

ecretary ~IARSHALL. :\Ir. Bloom, your experience in such matters 
i nniCh more extensive than mine. 

:\lr. BLOOM. I would like your opinion. 
ecrctary :\IARSHALL. That is a legal opinion you are asking me, sir. 

~Ir . BLoo.L "l"y ell, I an1 not a lawyer. 
ECRETARY 1L-\RSHALL. VVell, I would say that, in a general way, it 

would he a mo t unfortunate development. 
l\Ir. BLOOM. I am with you on your idea. 

ecretary l\fARSHALL. You would have no machinery left with which 
to ex cut the law. 

:\fr. BLOOM. That is right. So the whole law would fall, would it 
not? 

ecretary 1\JLI\..RSH,\LL. Pr sumably so; yes, sir. 
l\Ir. BLOOM. So the only way, according to our Constitution, and 

the deci ion of th Supreme Court with reference to this matter, is to 
leavG thi complete authority with the President of the United States, 

n1l not to hav a para.te corporation? 
1 eretary 1L~RSHALL. That would seem to be the situation, sir. 
~fr. BLoo~r. Do you kno\v of any other idea or \vay of doing it 

ra Llt1 r than according to our la\v? 
~ PerPtary l\{ARSH.\LL. No, sir 
l\lr. BLooM:. Do you believe, 1\1r. Secretary, at this tin1e \Ve hould 

con ider the recov ry of any other part of the world excep t European 
rc<·ovPry with th' 1 G rutti ns tlw t arc spc'cifically mentioned hen:. ? 

1 e ·rptory 11AR HALL. I think what we arc novv ngaged in is of 
tlw fir ~ t order of irnportan ·r and should not be cornplicat<• d any mor' 
than i ubsolut •ly e ential through introduction into th eli cussions of 
o l r problen1s in other part of the world. At th e san1c time I 
r ·ogniz' the congTe ional d ire to know to what xtcnt. finan ·ially 
it nwy 1J<' pr pos •d that we bccom involved in other matt r . 
. Tnl e th, issu • of China, for c.·arnplr. 1 would ny, nt the pn' ent 
tiinP, that that is not pertinPnt to our disC'ussion. H owPV( r, in the 
r t on1 bly IH'nr future, while you arc still in tlw proc·p::;s of t.hi 
inv ". tigaLion by th' ·on1mitt •e, I think the ach ini~tration \Vill put 
forwnrd a propo nl jn r •gard to hinu, s that it will b' appan•nt to 
thP 1ongn· what mnounts n1ight be ·orne involved in additi n to 
whn.L \ t~ n.rP t.n.lk1nR." n hont, hcrP.. 
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To that extent, these other is ucs are pertinent, but there i=' the 
great und i1nmediately vital requirement that \Ve are involved with 
here, and I think we only eomplicat c our problem by any eli. cu ion 
of the detail'"' of orne other proeedure, part.ieularly if the u.dministra­
tion has not yet been able to dear it tlu'ough the necc sary agencie . . 
: 1\Ir. BLOOM. Are you able at this time to give the committee any 
amount that would be neeessary for China or any other part of the 
world? 

Seeretary ~IARSHALL. Not at thi t..ime, sir, but I think I will very 
shortly. 

~fr. BLOOM. "\Voulcl vou have that before we consider this $G,-
800,000,000? ~ 

Secretary ~L~RSHALL. \Vell, you arc considering it right now, . ir.· 
nir. BLOOM. vVhat: China? 
Seer tary ).L>\.RSHALL. No; the $6,800,000,000. 
l\Ir. BLOOM. Yes, but will you have that information before we go 

ahead and eonsider this European relief? 
Seeretary 1\L~RSHALL. I would say so, before you reaeh a final con­

elusion on it. It should be possible to give you an indieation of the 
a1nount we think should be appropriated in relation to China. 

Chairman EATo .. ~. Mr. Chinerfield. 
l\Ir. CHrPERFIELD. ~1r. Sec'retary, we have been presented with a 

perfeet maze of material and data, and so forth, whieh we have not 
yet had the ehance to analyze and study. However, in going over that 
material, I do not find any break-down so far as countries are concerned 
as to the requirem.ents or availabilitv of material for these eountril' . 

Are you going to be able to furnish that to us? 
Seeretary l\fARSHALL. Yes, sir. 
Mr. CHrPERFIELD. For instance, you ask for $6,800,000,000 f< r 

this fin:;t 15-Ino 1tl 11<'rioc1. I would like to hav for the Yl rious 
eou.ltl't('S a hn'.:1,k-down, so we will know what amount and t h 
chfferf'nt types of mai rriP.l go to <·ac·h country. 

' ecrt'tar:v ~IAn~· :rALL. :Ye have a r port on eaeh country. 
1\Ir. CHrPERFIELD. I have not hcen able to find it as vet. 
Secretury .~.1ARSH .\..LL. It will be filr<l, I believe, i1 vV 'dll('sdny. 
11r. CHIPERFIELD. You did furnish that an1e kind of . tntpnwnt to 

us on the. 350 million dollar relief bill ~ut<l a.l--o on tlw :>07 tnillion 
dollar bill. 

Secretary ~IARSHALL. vY e have a similar report on t.his hill. 
l\Ir. CHIPERFIELD. In this bill i1 troduc<'d by l)r. Ent lll tlw t<'rrl'i­

nation date, so fn.r as dPli ~ eric~s ~ · l'<' concenwd, is ,Jurw :~0, 1 ~)f>7. 
Secretary 1\L\.HS HALL. ·y P ' ir; but not 1 P!57 for d<'ii \' c't 'i\ 'S . 
Chairman EA'fON. It seen1s to n1e, thcrcfon', that this i: not tt 

47~-year program hut a 9X-year prograin. 
Secretary MARSHALL. No, sir. That means th t any conunituwnt 

tha.t is n1a.de during th(.' period of the 476 ye.tr can run t.hrough to the 
rondu , ion of clrliYf't'Lt'.:;;. Tlw ph n i. liinitPd to the fot•r·-plns-a -fr wt ion 
year progran1, by the funds appropriatNl for tlw purpos(.', hut in th 
last 6 Inonths, with thos fund , as appropriate'<! by Congn' 's, agr<'<'~ 
Il1r1l t nu r lw Inad(• tn ft' rn ish s0n1r pnrti<"ular llHJl'rinl, that iH r o( 1 n 
thr counter for i1n1nediate wrapping np and delivery. As to Lhnl we 
have to have a h~gal basis not to huve it rut ofl' in thr proc'<'HS of manu­
facture, hut th congn~ sional control, ' it,h relation to the 4-yr r 
period, is in the 1noncy. 
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= Ir. CHIPERFIELD. I understand you have to enter a contract before 
July 1, 1952, but this allows an additional 5 years for delive1·y. 

\ -c have had the san1e thing in lend-lease. Right today we are 
till delivering lend-lea e because they entered into contracts before 

t1 " t enninn tion cla tc. 
In o her \\'"onls, what I an1 afraid of is that on June 29, 1957, \ve 

will still be dis 1ing this stuff out. 
'pcrctary ::\L;.RsHALL. I \vill ask ::\Ir. Thorp to g1ve you a n1ore 

chnical an wer. 

STATEMENT OF V/ILLARD L. THORP, ASSISTAN'I' SECRETARY OF 
STATE FOR ECONO:rdiC AFFAIRS 

• Ir. THORP. At first there has to ·be a period of completion of 
deliY 'riP::: and _,uch things tbn t were in the \vorks as of the termination 
1 tc. 

A. tlH' ar.t i" now dra"-n. tne period of tinw allo\recl is 3 years. I 
mi ht -,ay thnt I do not believe that 3 years is a <.la te that has any 
pPeial s. nctity about it, and it is perfectly possiblP to consider \vhat 

i an appropriate tin1e for eon1plcting the tleli cri0s. In the act. as 
lrawn there is 3 years for that. There is an additional 2 years for 
the vinding up or tern1ination of the operation which means pri­
marily he ·hecking throusll the vouchers and the closing out of the 
pcra tion. · 
~·Ir. CHIPEHFIELD. \.Yill you point out in the hill \Yhere it limits it 

to 3 Y l' n rs '? 
~Ii·. THoi~P. It is in section 13, ~Ir. Chiperfield. 
~ Ir. CHIPBRFIELD. I have it before me. 
~lr. TnonP. The first date Inentioned is June 30, 1003--

: cet t that through .June 30, 19.5.~. any of such pmvers rna:'\ be C'~c::-ci::sed to the 
r>:tPnt nece: ar~· to carry out agreement vdth a participating country concluded 
b fore ,luiy 1, 1952. 

Th n,t wn::; intended to pcrn1it. the deliveries of such things up until 
195.- , awt Lhe 19.:>7 date \Vas intended to provide 2 years for closing 
out the a~t'IH'.Y. 

~1 1' . CHIIEHFIELD. \\'hat dors it say in line 21 '?-
,'hall he aYailahlc for cxpcnrliture to carry out such obligations through June 

!30, 1~\.jf'! 

~ fr. TaonP. Tlntt is for the purpose of paying bills. 
~ rr. CHIPI•m.FIELD. It clOt'S not say so. 
~ lr" THOI{P. I should think one \vould interpret the first phrase 

as })('ing a lirni tation. 
That i , th<' 1 H5.5 dute 1 roYidcs a lin1itation on powers to carry out 

ngrPPI H nts. 
lf the wording i not satisfactory, I have stated the intention and it 

·nn lJP n'word 'tl certain!- to meet that intention. 
~11'. CHIPERHELD. 1vfr. S<'Crctary, Mr. Bloorn questione l J:O~l about 

thP. nrnbassador at hu·ge. I thi ambassador under the Aclnlllllstrator 
0 I' 1 . hr CONflUtl'? 

~<'<T<"tary 1t1AnSHALL. II(' is unclf'r tlw Achninistrntor. 
~\Ir. CHIPEHF ELD. I havt' a ehnrt of an organization that is at­

tn rlwd to th<' haek of the out.line of L1 c "ERP, '' and it shows n this 
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chart the national defense establishment the Labor DPpartment and 
the Interior Department. ' ' 

How are they involved in this program? 
Secretary MARSHALL. Would you repeat the last part of that? 
Mr. CHIPERFIELD. It is indicated here the national defense e -

tablishment, the Labor Department and the Interior Department. 
How are they involved in this program? 

Secretary MARSHALL. Taking the first one, the national defense; 
that is involved in the German aspect of the matter as well as the 
Austrian. 

The relationship of the Interior Department is concerned primarily 
with the oil factor. The Department of Commerce is primarily con­
cerned in relation to the allocation of materials other than food prod­
ucts. The Agriculture Department is involved in its responsibility 
for the allocation of food products at home and abroad. 

The Treasury, I think, is self-evident, where it comes into the 
matter. 

Mr. CHIPERFIELD. Thank you. That is all at the present time. 
Chairman EATON. Mr. Kee. 
Mr. KEE. Mr. Secretary, I was interested in your examination with 

reference to the appointment of the Ambassador. I believe that is 
provided for in section 5 of the bill. This Ambassador will be ap­
pointed, as I understand it, under the provisions of the Foreign Serv­
ice Act. 

Secretary MARSHALL. Yes. 
Mr. KEE. He will become a foreign-service officer? 
Secretary MARSHALL. Not exactly, sir. 
Mr. KEE. The section provides that he will be the chief reprC'­

sentative of the United States Government to any organization that 
may be created by the nations receiving aid and relief? 

Secretary MARSHALL. Yes, sir. 
Mr. KEE. He will be, as I understand, what we might call a roving 

ambassador to all of the 16 countries? 
Secretary MARSHALL. Yes, sir. 
Mr. KEE. He will have the rank of Ambassador? 
Secretary 1\1ARSHALL. Yes. 
Mr. KEE. I was also interested in the impact that this act will 

possibly have upon our foreign policy. 
There is a provision in the act that it seems has caus d con id ruble 

discussion. Section 4 (a) of the bill contains the provision that-
all those function of the Admini. trator which aff ct the condnct of the for ign 
p licy of the United States shall be performed ubject to the direction and control 
of the Secretary of State. 

There is a question that may be raised with refer nee to which of the 
functions of the Administrator do affect our foreign policy. \Vho is to 
determine and who will determine which of the functions of th 
Administrator do affect our for ign policy? 

Secretary MARSHALL. I do not believe you can at thi time d •fin 
specifically what particular afrairs in the operation of the adn1ini. tra­
tion will have a direct relation to our foreio-n policy. To tart with, 
the whole proceuure of thi program certainly directly afl'ccts the 
foreign relations of the United States and it r lations with 16 nation . 
Those are certainly for ign relations. Th psychological efi' ct is of a 
great, vast importance to our foreign policy and to its ex cution, 
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which, in turn, is quite decidedly dependent on the reactions of the 
peoples of Europe concerned. 

Now, I might say in connection with this problem that when I 
studied the matter myself, the thought of a good many officials of the 
Governn1ent was that this agency should be put under the State 
Department. The reason gjven was that unless that was done, there 
would be such a difference as to responsibility; what was foreign 
policy and what was not foreign policy; that we would probably be in 
a state of continuous dispute as to whether a particula.r action did or 
did not affect foreign policy. The Administrator might feel he was so 
han1pered that he could not proceed in a direct, businesslike \Vay. On 
the other side, the Secretary of State might insist the particular action 
did have an effect on foreign policy and should be considered from 
that point of vie·w and not purely from the businesslike point of view. 
The President would have imposed on him so many issues to decide 
thnt he would be quite over,vhelmed with the requirements of making 
tho e decisions, regarding each one of which he would have to be very 
fully informed, and all of the situations are rather complex. 

For that reason, then, it was strongly felt that the agency should 
be put within the State Department so there could be no debate about 
responsibility. My own reaction to that is that while the arguments 
from an academic point of view were excellent, from a practical, 
psychological point of view, the cure was worse than the bite, and what 
we hould do is find another procedure to carry this out. Well, any 
other procedure is bound to be complicated, because we are not chang­
mg, I as ume, our general governmental procedure. We are not 
changing traditions and actions of Congress that go back through 
generations. My own reaction was we had to find some way outside 
of the State Department to handle such a matter. I thought that, in 
the first place, that would insure our being able to get a more compe­
tent man, and more well-known man, than if he were submerged 
within the tate Department. 

I recognized clearly, I think, the difficulties involved when it came 
to the question of what was and what was not a foreign policy issue. 
However, I thought that could be handled, because if it comes to the 
wor t, that is, a disagreement where the Administrator feels the 
matter so important that he just cannot accept the decision of the 
Se ·r tary of State, it would have to go to the President, who has the 
con titutional r sponsibility for all foreign policy. But .I did not think 
that would occur with sufficient frequency to burden unduly the 
Pre~ id nt, and I did not see any other way out. 

'Yith that view of the matter, I strongly supported putting this 
agcney out ide of the State Department, to the extent that when I 
found it apparently was going to be proposed that it should be within 
tlw tate D partment, I made a last appeal to the President wh n I 
wa in London, not to put this in the State Department. He accepted 
my propost lin the matt r. I found it, therefore, as it is written here. 
You nl o find the objection to it that it docs not have a clear-cut 
<kfinition of auth rity, except to the extent that when it ·omes to 
fon•ign poli<'y, the Secretary of State has the say, unless the President 
0\rl'l'l'UlPS him. 

1 ow, to go further into th matter, I assumed when I r ad the 
proposed provi, ion that great i ue would be taken with the "direction 
and ·onirol" language. I investigated at quite som(' length why it 

G!lOt{~-4 - 4 
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was thought necessary to use that unn1i takable language·. I was 
given several historical examples of ·wby it was put that way u there 
could be no doubt about it. The Executive order, in relation to the 
establishnwnt of the Foreign Economie Administration, had this to 
say: 

The powers and functions of the administration .. hall be exercised in conformity 
with the foreign policy of the "Cnited States a defined by the Secretary of State. 

Well, I said, "Why not use that language? V\ ... hy say 'direction and 
control'?" 

They said: 
The trouble is the decision was made in the Foreign Economic Administration 

that after the Secretary of State had submitted hi brief, he had discharged his 
function and they would proceed as they thought best. 

So there was not in the Executive order a sufficiently ron1pelling 
statem.ent to make it plain that in foreign policy the Secretary of State 
spoke for the President. 

Again. in supplementing the Executive order establishing the 
Office of War 1\fo biliza tion, this is used: 

The functions of the Office of \Yar Mobilization ~hall include the authoritY to 
arrange fer the unification and coordination of the activities of the Federal Gov­
ernment relating to foreign supply, foreign procurement, and other foreign 
economic affairs in conformity "' ith the foreip:n policy of the l,;nited States as 
defined by the Secretary of State. In providing for such unification, 1 he Office 
of \Var Mobilization may utilize the facilities of other departments and agrncies, 
including the machinery for the coordination of foreign economic affairs estab­
lished in the Department of State. 

That did not \\~ork. Now, if it didn't work with l\1r. IIull, I was 
pretty certain it was not going to work' ~i1 h n1c and that is thr n•ason 
"direction and control" \1\-as put in. The E.~erutiv orders I h\1 ~(' rrnd 
to you did not carry eonviction, and the c.~ample were, I tbinl· · I do 
not knO\\' how frequent-but I think ftre sufficient to 1nnkr it. quite 
rlear that the control in the foreign-policy relationship\\ ns not in the 
hands of the Secretary of State. 

~1r. KEE. Your an~wcr, .J. Ir. Secretary, is perfectly clrar as to on0 
phase of my inquiry. However, the particular pha e toward which 
I was directly inquiring was a determination of just what fu11cti< n of 
the Administrator docs affert foreign policy. 

Now, the question n1ight come up that the Ad1ninistrator proposes 
certain action in connection with one of the countrirs we would be 
aiding, and the Secretary of State tells him that that action will 
affect our foreign policy. 

Secretary MARSHALL. You would like an exa1npJe? 
11r. I{EE. Then, the Adn1.ini trator denic the allcgati n nn<l says, 

"I cannot see where in any manner the action propo cd on my part 
affects foreign policy." 

Now, who is to be the final court of determination'? 
Secretary MARSHALL. The Secretary of Stat ·would ettlc the 

matter, unless the Administrator thought the difference so serious 
that he desired to carry it to the Prcsid nt. 

Now, I think perhaps I can clarify this somewhat by giving you 
some illustrations out of re.ccni nJontb , particularly in July, August, 
and September. 

I was involved in a similar relationship with the Secreta.ry of Agri­
culture. There was so much grain, there was so much demand; there 
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was so much r.equiren1ent for the economy of the United States and 
at the ~arne time there 'vas a terrific pressure for grain, for example, 
for France; and at the same time there was an urgent necessity for 
grain for the American-occupied zone in Germany. 

~-o"-, t.he question "-as: "Ho'v urgent \Vas this requirern nt in 
relu tion to Franc ?" Fran('e was in a turmoil. There \vas a d(>fi­
nit( effort being made to throw out the government in power and 
institute a government "-hich ·would be very plainly of a communistic 
chant ·ter. The people were in urgent need of grain. The only place 
apparently it could be obtained was in the United States. We "\ver 
laboring, the Secretary of Agriculture told me, with demands within 
the country and all over the world, 'vhich produced a shortage in 
grain, and there 'vas also a great difficulty in the transportation of 
the allocated grain that was to go overseas. 

~\.t the san1e time the 'Var Department was heavily involved 
in it requirements for feeding the population in the occupied zone in 
Gt.•rnlany. However, the n1a.in is ue at the moment, for n1y con­
bidPrution, wa France. Something had to be done to help them jn 
this <lil nuna, because the same procedure had been previously 

· followed, we will say, by the Soviet Union, in shipping ·wheat and in 
ndY< rtising it tren1endously and in trying to win an election for its 
JWopl' in France. 

Tlwre wns a question that had to be settled either by the Presid nt 
or between the Secretary of Agriculture and myself. Now, he, the 
St.'cretary, i charged by the Congress with allocations and "\Ve had to 
"dtlP tbe n1atter on the basis of negotiations as to ho·w \Ve would 
nwet tlw dilemma. He, finally straining this \vay and that, found 
how it wa possible to do sufficient to avoid this dilemma \VIth 'vhich 
" .<' were confronted. 

Tlwn· was a problen1 of foreign policy involved in the allocation of 
~rnin within thi country, and to the world at large. 

\\'hen we co1ne to thi present proposal, we are, I think, in a very 
lnrge nwa~ ur~' sccurpd against many issues which n1ight arjsc in relation 
to foreiO'n policies because of the character of the agreements of the 16 
nntions and b{)causc there are these various provisos and tho like. 
TlH·n. when WP con icler the Administrator, it makes those issues 
rPnsona blv clear . 

. A 1 ~ u~id a \vhile ago, n1y educated guess this far in advance would 
he tlwt t 0 1wrcent of the procedure wo~ld not involve foreign policy 
at all; it will be bu inoss. However, there will be the weather itua­
t ion, ·rop ituation, strikes, "\Vhich we cannot fores e, and the control 
of whi ·h pr<~spnts a very groat difficulty, as we kno v, and particularly 
"lu·n thC'y arc bPing deliberately instituted in ort.lor to sabotage a 
prog:ratn, and Inay create a situation where, from the bu iness point 
vi<"·· the nation ·onccrned i not able to meet its full obligation in 
thP n1aUer. 
~ow, then, the i sue i : Do "\Ve take into consideration thC'se things, 

this nhotagP which n1ight have been effective, ·which you cannot 
JH'<•<li('t lH're in eonclu ive fonn, or do we ju t shut tho gate? 

'I'lw Acln1iniRtrator undoubtedly will have to come before the 
<'Oinmitt •es of Congress to ju tify his actions. In a n1easure, I think 
lu' i prot •etc'd when he takes an action, as he might in the case I have 
d<·pi<'L<!<l, where he goo ahead with a procedure, even th ugh the 
nntion ·onccrnod has not Inct it full co1nn1itn1 nt, bccu.u. ('the~ rcro-
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tary of State has indicated that, in the interests of for ign policy, the 
action taken is highly desirable. 

But if he thought that was an exaggerated view· because it was 
looking more to foreign policy than the businesslike administration 
of the affair admitted, the President is still there to decide the issue. 

However, he really would be protected in his relationship with 
Congress, which, naturally, is going to be very intimate. If he is 
cleared from responsibility in a matter such as that, I \Vould be the 
man held to account, presumably, by a committee of Congress, for 
the action taken. 

In all of these matters you have the problem of what tne individual 
himself is doing and ho·w confined his thinking becomes to the par­
ticular issue with which he is laboring. We want a man who puts 
everything into the job. That produces a situation where it is con­
ceivable that events in other parts of the world introduce factors 
which should have serious influence on the decision to be made and 
yet he himself is not aware of that. That is a very common reaction. 

In the war, in relation to theater commanders, we called it local­
itis. It was not a very popular term, but it was the fact. 

The question is, here, "\.Vho is affected with' localitis.' " 
I think considering the agreement of the 16 nations and the directive 

proposed by the Congress, that the foreign-relations aspect would be 
very limited. 

I might say, and I am thinking of this on the spur of the moment, 
that . one . of the things having a very in tim ate relation to foreign 
relations Is public statements. · 

One branch of the Government says one thing and that puts another 
branch of the Government in a very bad position, and you gentlemen 
wish us to account for such lack of coordination and cooperation. 

That, I think, possibly-and I am thinking aloud-would probably 
be more of an issue than any other one issue. 

The character of the release could have a very definite relationship 
to our foreign relations, particularly in ragard to the fact that anythin~ 
said that can be given some other meaning by those who are trying to 
sabotage the program, will certainly be done. 

That is a rather involved statement. 
Mr. KEE. The issue, I think, that is going to cause us mor trouble 

than anything else, is how to determine what actions of the Adrninis­
trator do affect foreign policy. 

Now, inasmuch as the President of th Unit d States formulates 
our foreign policy under our system of gov rnmcnt and has the lnst 
word on the subject, why would it not be well if we arc going to 
make the President of the court of last resort in determining j u t what 
issues, if any, or what actions of the Administrator affects foreign 
~olicy to insert it in the act, here, and say "In the event any ques­
tions arise between the Administrator and the crctary f State 
as to what functions of the Administrator affect foreign policy, all 
such questions, unless reconciled or r solved by the Seer tary of Stn.t(l 
and the Administrator, shall be r ferred to the Pr sid nt and his 
decision shall be final?'' 

Seer tary MARSHALL. Treating the last of that first, the Prrsi­
dent's decision would be rath r final but I think in putting it that way, 
you 'vould do exactly what the propon nt of th plan f r putting this 
agency under the State Departm nt were trying to avoid. You 
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ould greatly increase the number of references to the President, and 
there is a limit to what the President can undertake, if he is to be fully 
informed of the various factors involved in the issue. 

As I said a little while ago, I think possibly we would have more 
complications over press releases and their effect generally in the world 
thnn in regard to any other one thing. 

ow, if we had to go to the President every time we have a press 
release discussion, we would impose on him something that is just 
beyond the capacity of any individual, physically and mentally. 

I hesitate to propose amendments offhand here, but if you said 
there could be a final appeal to the President perhaps that would 
meet your requirement. 

However, I think that it should be on a definite basis where 9 times 
out of 10 the Secretary of State carries the decision but when it is 
felt that his is too biased a vimv, prej 11diciul to the best administration, 
tt can be taken to the P1esidcnt. 

Jr. KEE. The point I was getting at is that under the act as 
now written there is no court of last resort to determine any dispute 
that might arise between the Administrator and the Secretary of 

. St te as to what function does affect foreign policy. 
ecretary l\IARSHALL. There is always the President. 

Mr. KEE. I think we should have some court and not have it neces­
sary to go to the President or anybody else. 

Secretary MARSHALL. The court is there. The Constitution deter­
mines that. 

Mr. KEE. Suppose the Secretary of State said to the Administrator, 
"This action of yours affects foreign policy. You cannot do it." 

The Administrator says, "I don't agree Mr. Secretary. I do not 
think it affects foreign policy in any d gree." 

' Well, you may say to him, "We will refer it to the President." 
He would say, "I don't think it affects foreign policy. I object to 

going to the President." 
Secretary l\1ARSHALL. Under the draft of the proposed law the 

decision in that case wonlcl rest with the Secretary unless the adminis­
tration insisted on carrying the issue to the President. 

Mr. VoRYS. Mr. Secretary, I agree ·with ev rything you said in 
your opening statement concerning the broad purposes of this pro­
po al, but I confess I am dreadfully disappoint d by the draft legis­
lation which Dr. Eaton has introduced for our consideration. 

For instance, section 11, on page 20, says this: 
When the President determines it to be in furtherance of the purposes of this 
t the functions authorized under this act may be p rformed without regard to 

uch provisions of law r('gulating the making, perfo mance, amet1dment., or 
modification of contracts and the expenditure of Government funds * * *. 

ow, there are pages and pages of lawful roquiren1cnt.s with refer­
ence to the contrarts and rxpenditw·e of Governrnent. funds. 

8 cretary l\1ARSHALL. vVhat was the first part of the statcnlCnt? 
ThPre are what? 

J. ~rr. VoRYS. There are pages and pug of lu.ws with r 'f 'ron ·c to 
Gov(lrnment contracts and the cxpenditur of funds. 

This would, for instance, pc'rn1it an oral contrnct. It \voulcl provide 
no control outside this law on the xpcnditure of funds. \ hat is the 
s ns of this? 
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11r. Secretary, I would be glad to know if you your elf are fan1iJiar 
with this. 

Secretary ~L.A..RSHALL. I am not fan ilinr ''Tith the drtail of that 
particular matter and I was going to bav0 :.\lr. Gross <Y]ve you the 
details on thn,t. 

~1 r. VoRYS. Who is i\Ir. Gross? 
Secretary 11ARSHALL. He is the lrgal adYi .er to th rrctary of 

State. 
Do vou wish to hear him right now, sir? 
11r.' VoRYS. If you have no views your elf, I thought pos ibly we 

n1ight at a later date go into consultation with your 1 gal advi er. 
Your answer brings up this question: Who drafted thi la\v? 
Secretary 11ARSHALL. It is· the composite result of quite a number 

of people. 
I was in London during most of the drafting of this bill. 
Can you give a fair answ r to that, ~Ir. Gros ? 
Mr. GRoss. The bill wa drafted, ~fr. Congressman, a a rc ult of 

an interdepartn1ental committee, represcnting on1e 14 GovPrnmrnt 
departments and agen~ies. 

It was then gone over in detail b~r the Budget Bureau'~ len·i lativ 
drafting rxperts, so the bill represent th =- co1npo it' view. of the 
principal officials and legal counsel of all Governn1ent drpartrnent 
and agencies concerned, finally screened by the experts of thr Bureau 
of the Budget, which account'-: for the present forn1 of the bj}l. 

~ f r. VoRYS. Could we say you are the chief counsel r spon iblr for 
the draft manship? 

~Ir. GRoss. I am responsible forth Department of Stat . 
:\Ir. VoRYS. i\1y next question is, whether you, :.\fr. r tary, r 

your counsel, coulLl point out any plac in th bill that t ll th 
Administrator what he is supposed to do. 

I can find dozens of plac s which give him po''Ter to do anything he 
pleases without regard to law, if the Pre id nt say so, and in many 
cases jf he ·wants to. 

However, is there any place in herr that. tell: hin1 to d on1rthing? 
Secretary j_ IARSHALL. '!'here i n single place in th pr po ed 

le~islation whi h does what you hav ju"l ugge ted. 
Th purposes of the act are defin cl, and later, under tion 7, 

largely, are listed the authorities under \vhi h the Adn1ini --tralor a t 
in carrying out those purposes. 

HoweYcr, there is no single, combined tn.t n1ent which you rnioht 
say \vas solely devoted to a directive for thr Administrator. 

~Ir. VoRYS. It i my point in the, que tions to bring out th 
following: I feel that the great concern of th Congress in the que tion 
of \vho is to be Administrator is the fact that ther is nothing in th 
law telling the Administrator what to do. 

On the other hand, thrre arc n1any, rnany provision._ t.hat frPr him 
fron1 any lin1ita.tions whatever, and you haYe a. it nation where \V l 

arc to embark on a lon~-trrm, world-wide polic. , without any , tate­
nlent of whaL it i in thr law and with ut nnv lin1itntion . 

Secrrtary 11ARSHALL. 1 don't thin] - it i. (·tuit(' as hnd n. thnt, ~Ir. 
Vory . 'Ve have the purpo (' of the ~H·t \Vltich crrtainly i nd ieatc 
the genrr al pren1i . W c n1akr the point in the net, or n.t lc a~t I 
have made the point, that th rc h ull b' fle.·ibility b cn.u of th 



George C. Marshall Foundation, Lexington, Virginia

FOREIG.1. ~ POLICY FOR A PO T-\YAR RECOYERY PROGRA~1 53 

impo~~ibilitv of for e ing all the trends, opportunitie , and diffi uHir 
that will ari ~ \ in th xecu ti n of th net. ~ 

There "'ill b a Pre idential directive drafted under the t rms of 
thi, act forth Admini tr·ator, and th n he will have hi very d finite 
in trueti n as to th extent that t.he President feels n ce ary be 
~hould be in. tructecl. 

Thi ~ give the ba i ... for such a dir ctive, but. the clirertive is not in 
the a t. 

~Ir. YoRYS. ~Ir. Srcr tary ordinarily whrn we tart in on a long­
t rm p licy to pend billions of dollars th direetiv is in tho la,v{. "'e h tV tried it the other ·way under lrncl-lease and ins me other 
bill but our usual proccdur in our R publi i. to have the dir ctive 
and the lirnit.at.i n in th law. 

Tow. y u n1ention th purpo e clau cs and in gln.ncing ov r those. 
I find th m o general that oviet R us ia and all of her sat IIi tes 
w uld ny, "\Yhy, th c ar th purposes \Ve hav in mind." 

·lf-h •lp, n1utual cooperation." '' h n you con1e to section 3 n 
t.h :uhjp·· of who participa.tcs, it ould under the provision of the 
law, in lud any of the atellite of, or Russia herself, by their mer ly 
aying, "'' adh re to a joint progran1 of European rccov ry." 

To "the" j int progran1, but any joint prograrn. 
You hnvt' include l a a parti ipant N wfoundland, Labrador. 

prnrtic. lly. ll f Africa, the Dutch East Indi , t.hC' .. 1alay State . and 
all f the clPpPnd \ncic and colonie of all of the participating European 
c untriC' I and there is no guide p iblc in her that I C!ln fincl- I rnay 
have 1ni. eel it.- bowing the Adn1ini trator \Yhoin h e is to take in, or 
that h w any country on arth \vhat they have to do to get in. 

1f I arn wrong in thi I \vant to be orre t cl or if it i." a matter that 
b uld·bc taken up with the drafting oun. cl I I will b glad to do that .. 

<'rdnry l\IAR 'HALL. The de ail should bC' tnken up with th 
<lmftin~· pP pl' l C'cau C' th re are so many legul in' . and out's here in 
c m •d io1t with e. ~ i ting l<'gisla tion and Gov<'rnn1en t prarticcs that 
nr< in,?olvl'(l tl at. I rould not. undcrttt.k<' io < xp1n,1n tlwrn at,isfactorilv. 

You do. h W<'Y<'r, have C<'rtain basic eondit.ioJ)S in rp]ation to the 
Innwnt y _ u ju t n1adc. In the first place you bav<' tlw agrN'nlen 

f t h 1 () 11<1 tion . 
1r. \ ORY.·. h.-ens<' nH'. TlH'r<' i no reft'l'Pll<'P in tl1c bill that \\-ould 

J' quin an. r f tlH' 1 nation~ t d anyt.hing with ref<'rcnct• to that 
• g t'N'llH'Ilt, I would l>l'licv '. 

en tttr -r .. I AR 'HALL. I thinl- thrrc is rcf<'n'JH'C' of that sort. Tber ~ 
it i. in hei·<', alld I think you will find ano .h 'l' rPf<'n'Jl 'l' tmdcr 10 . 

... r. Y H.Y~. 1 point out, tlw ,o1uintern ould s.ty," '(' hnYP goUen 
up .t pn gran1 to carry out industrial and agri<"ulturnl pro<lnet.ion. n.nd 
:11 tl · othf'r provi. ion , of thi. act., nnd tlH'ref r<' ' ·<' th 'nl- "l' Hn' 
I nrti<'ipnnts hPn ." 

'I h< r is nothing I <·n.n find in the' propOHNl bill 1h· t \\Oulcl nutl1oriz·' 
r din•d th<' 1 clinini. tt·utor r tht' HPcr 'larv f ~tnt<' t ~ a T , " .._ o; 

: u HI'<' not in h<'r<>," or" Y( ~ ; y u an." · · 
.. 1r. ( 1' s ..... Tlw ngn't'111<'llt would hnv<' t lw eouplt>cl \Y.th tlH 

0'1' 1 Pnt with tlH otlu·r parti<'ip~lting <'Otmlrit' ~ . It ''oulcl hnY<' to 
h · nf'eompani<'d by an n~n'<'IlH nt with tlw {Jnit<•d Stat<', , n hllnt<•rnl 
ngJ'C' ·nwn c·ont<'lllplntPd in S<'<'Lion 10 of tlw nf't,. o tlw <'ntin sclu' .ll<' 
f thP IPp:islnti n would r 'quire hnsicnlly pnrti ·ipnt.ion in n nwlti-
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lateral arrangement, but all countries which subscribe to condition 
which further the purposes of this act, plus a series of bilateral aoT -

ments between each participating country in the United . ta te , 
which ·would conform to the more specific purposes set forth in sec. 
tion 10 of the act. 

l\1r. VoRYS. That may have been the entire scheme of the legisl -
tion but it does not appear in there. 

There is nothing in there about the agreement, which gave me such 
hope when the Secretary of State made his original proposal, that at 
last 've were going to require joint action. 

There is nothing in there about that, and furthermore, in section 10 
there is a provision that they do not even have to sign a bilateral 
agreement for 3 months, if they say they intend to do it some day. 

Mr. GRoss. The delay clause is in order to allow the program to 
get started, while the technicalities of the conclusion and ratification 
of the hila teral agreements are in process, according to the consti tu­
tional requirements of each of the participating countries. 

That, however, is limited and safeguarded by the requirement that 
even during that limited 90-day period during which the President 
can move forward on the program, each participating country, to b 
eligible, must have indicated its intention to adhere to a bilateral 
agreement in accordance with the provisions set forth in section 10. 

That is found in subsection (c) to section 10. 
Mr. VoRYS. I am familiar with that, and that says that if the 

Administrator finds that where applicable provisions of section 10 
are being complied with and if a country says it is going to sign an 
agreement, that nation can proceed. 

Can you tell me of any sovereign nation on earth that would refuse 
to sign an agreement, but say," We are going to sign one some day," 
if the agreement were subject to control of somebody else? 

I cannot see how an intention to sign an agreement would be worth 
anything if the country was then unwilling to sign an agreem~nt. 

Mr. Gnoss. May I elaborate on that for just a moment, sir? 
The intention of subsection (c) of section 10 i to permit moving 

forward with the program where the country ha signified it. adhercnc 
to the purpose of this act and its intention to pursue an agr cmcnt 
pursuant to subsection (b) which enumerates the ronditions. 

That was put in technically in order tl at d ring this limited period 
of 90 days, the program could be instituted whrrr, for example- and 
this \vas the most likely example to arise-the executive agency of a 
foreign goverrunent would indicate to the fullest extent of its consti­
tutional power and force ·within that territory that it was going to sign 
an agreement but would have to await approval by the parliament or 
congress of the country concerned. 

It was si1nply for that purpose that this 90-day clause waR put in. 
The negotiation of the agreement would have tal-en pla c, it terms 

would have been known and would have to be acceptable to t.h 
Administrator, and it \vas simply to allow for a brief tin1 on th 
assu1nption that in accordance vith the constit 1tional requirements of 
the foreign country , som brief period of tinlP 1 1igl t elapse hr t veen 
the signature by the executive and the ratification by the parliament 
of the countries concerned. . 

That was carefully safeguarded, if I may repeat, by requiring that 
agreement to conforn1 to all the conditions Rpccificd in su bscction (b) 
of section 10, consjdered applicable by the Administrator. 
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~Ir. VoRYS. That is, this is based upon the proposition that the 
American Administrator has no legislative guidance or limitation on 
him, but the e other countries may have guidance or limitation re­
quired by their legislative bodies, or their constitutions. Is that right? 

ecretary ~1ARSHALL. I think there, 1\fr. , ... orys, the is ue to be 
considered is that the legislation must first be passed here, and only 
after it is passed here do European countries con1e into the picture as 
to their respective legislative requirements. 

There i also another consideration which I think w·e n1ust ke p in 
mind; that we are fighting a time battle, which is very important, in 
view of tl e kno·wn, declared efforts to sabotage everything we are 
trying to do. 

The longer we take gettin~ started, the more possibility of our being 
confronte \vith a d teriorution which \ roull not only enda 1ger the 
ucce. s of the whole program but would likely make it a more difficult 

operation, and a n1ore costly operation. 
Therefore, we are struggling against time, having in mind the 

normal, tirne-consuming processe involved in various governments, 
including our own, in formal and final confirmative action. 

n1r. VoR ?s. 11r. Secretary, I appreciate l~conly the tirne element 
and it i with the purpose of being helpful that I 1nake these suggestions 
at th outset. 

I thin I- that if this bill has some limitations and directives in it, 
the ti1n c einent in it enactment here \vill be cut down enornwuslv. 

If it is in such shape that it is the la\v in this country proinptfy, 
o that the Administrator, whoever he is, can say to other countries, 

"It i~ th la\v and has to be final over there before this thing starts," 
I think it might speed up rather than delay final action. 

ecretary 1\{ARSHALL. That is a very interesting ob ervation. 
hnirman EATON. The Chair would like to be permitted to make 

a statement at this point: 
This bill has been referred to as being introduced by Dr. Eaton. 

He wants it distinctly understood that he did not help draft this bill. 
H' n ver aw it until it came to his desk, and he was not requested by 
anybody in the State Dopartn1ent or out of the State Department or 
anywhere else to introduce it, but he introduced it as a part of his 
duty in order to have it come before this committee and the Congress 
in due form. 

IIi position on any of its provisions remains unknown as yet . 
... 1r. VonYs. 1\.fr. hairman, in vievv of the statement just made, 

I ' ould like to a k one more question and that is this: Whether prior 
to th r l use of this bill for public consideration, th re was consulta­
tion with Senators or Congr ssmen as to its provisions. 

crctary 1\fARSHALL. I was not here during that period, so I will 
have to ask someone else to answ r that question . 

... lv advi ers know of no . uch consultation. 
ltairman EATON. The chainnan vvishes to announc that h) was 

n t guilty . 
.. lr. BLOOM. Of what? 

hninnan EATON. Of being consulted, or insulted, either. 
~1 r. Richard '? 
... 1r. 1 r 'II nns. 1tfr. ~ ccretnry, to g t away for the mom nt from 

the n1' ·bani<'. and d tailo of th' bill m.d th qur tion of ·who \'trote it, 
I w 1 n t to get hn + to th background of the bill. 
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Now, as I understand it, this bill is the r sult of your telling the 
countries of Europe that they should g t together and h lp themselves 
and then con1e to us anJ \Ve would try to do our part; i that correct'? 

Secretary n.,[ARSHALL. Yes, sir. 
~fr. RICHARDS. Now, do you feel that th e 16 countrie have made 

honest effort and satisfactory progress in that direction. 
Secretary 11ARSHALL. I think they have not only made an honest 

effort but a Yery remarkable effort, hi torically, judging by the pa. t 
history of nations. They have made a tremendou effort sin ·e th n 
to begin, of themselves, to proceed with .the program. 

lVIr. RICHARDS. l\1r. Secretary, as I understand it, since the Pari 
Conference, they have had only one mooting of the repre entativ · 
of those 16 countries. 

Secretary MARSHALL. Yes, sir; there have been a number of 
meetings of subgroups. 

Mr. RICHARDS. Have they done anything about the matter of 

surpluses in certain countries of the group and shortage in otlH·rs? 
Secretary MARSHALL. Their principal activity has been to display 

considerable energy and good intentions, in trying to expedite their 
own production to meet the targets that were set in their agreernents 
in connection with the others of the 16 nations. 1 

Mr. RicHARDS. Have they made any satisfactory progre s in the 
rna tter of the removal of customs barriers and the like? 

Secretary MARSHALL. You already have the one cu~ton1s union­
Belgium, Luxembourg, and Holland. There is in process an agree­
ment between France and Italy toward a customs union . 

.Nlr. TH'onP. There has been one other significant developrnent in 
the financial field, beginning as of the beginning of this yen r, an 
international clearing operation, in which certain countries ar · tukin~r 
full membership and others arc participating in part. 

This is the first time since the ' :ntr, where thc're has been any 
1nultilateral clearing of trade account bet\vron the difl'erent eo ntriC' .. 

That is starting '-almost on an experimental basi and has a pos i­
bility of having a real effect on improving th · enrr lH'Y situation in the 
different countries. 

A customs union has been ach1evt'd in Luxrn1burg, IIolla Hl, HId 
Belgiun1. They had 60ttcn prC'tty WC'll along :oo;ith that bdon• ''o 
carne into this pieture with the suggcs ion of a European !'t'<'OV<'I'\' 

progran1. 
Therefore, while that is c.·actly along tlH' line that '\VP t hou::.;llt. 

hi~hlv dPsirnblc. the' truth of the n1attrr i they Wl'l'C' nuder i\HV \ ith 
that and almost had reached the con1.plction st~1te befon' the su~r:<'. Lion 
\Vas made. 

Immediately Italy brought up the qtH'stion of a.._ in1ilar arrnng<'n e11t 
·with France and they have gotten tog ·thcr and pn'sunutl>ly nr • 
nbout to reaeh an agr )ement there. 

I think there is al o a (liseussion going on atnong the Scandinnviun 
countrirs, sir. 

Secretary IAHSIL\LL. 1 have a pn.rngraph which wns in t hP . latc­
n1ent I made to the Senate the other Jay w hi ·h is n, better e. ·phumt ioll 
than rny offhand eornn1onts. 

The fulfillment of the mutual pledge of the. c 11ations would have profonml 
effects in bettering the futur cconomi · condition of tll<' continent. The P, ri~ 
conference itself is one major 8tcp and the parLicipaLitlg nutiou.· have noL "ait d 
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on America, before taking further steps, many of which required a high order of 
political courage. 

I think I might say that the application of that latter phrase is not 
clearly understood here in an abstract view of the situation in Europe. 
\Ye certainly understand in this country that many of our own prob­
lems require political courage. 

They have moved forward toward a practical working arrangement, for the 
multilateral clearing of trade. 

~Ir. Thorp just referred to that. 
France and Italy, who ~e financial affair uffered greatly by war and occupation, 

are taking energetic measures to establish monetary stability, an essential pre­
rcqui ·ite to economic recovery. 

Briti ~h coal production is being increased more quickly than even the more 
hopeful foreca t and there is a pro pect of the early resurgence of exports to the 
con tin en t. 

That of course has a very important bearing on the health of 
the European economy. 

The cu tom union among Belgium, the Netherlands, and Luxemburg is now 
in operation. ~ egotiations for a Franco-Italian customs union are proceeding. 

I have o1nitted from my statement to you the fact that France and 
l taly are taking energetic n1easures to establish monetary stabilization; 
ul -o the Germans have shown very definite indications of moving 
for them elv~ to get under way so far as is within their capability for 
the rehabilitation of their economic situation. 

I think I should also observe that during the period I was in London, 
Italy and France, in particular, were under terrific pressure of disturb­
unee and organized strikes designed to affect very seriously their 
or(Ynnized econon1y and to 1nake it very difficult for them to get ahead 
in an orderly manner. 

In spite of that, they have n1oved, I think, with great energy, in 
the way of their production particularly. 

Of cour e, they have had i1nposed on them additional and unforeseen 
•xpen ·r to n1cet this turbulent situation which was a very defin ite 
efl'ort directed u,gainst the European recovery program. 

l\fr. RICHI\.RDS. I am glad to hear then, 1v1r. Seeretary, that you • 
do feel that very drfinite progress is being made by this group, tow ard 
the solution of their own problems, irrespective of vlh at is proposed 
in this bill. 

• per tary l\rlARSHALL. That is rny own reaction, sir, and it has been 
for t ifiPd by Iny contacts wil.h the officials of those countries . They 
bav · in. pired 1ny confidence in what they are trying to do and the 
probability of their success in doing it. 

I n1ight ay that quite an issue in this matt r is tho psychological 
fn ·tor. That is, the will to do. Lacking the will to do, no matter 
whnt exi ... t in agn'emcnts, very little is ever accomplished. 

\Y 'll, there i a great will to do and there is a groa1 confidence 
tlw.t they can do it . 

.:\[r. RICHARDS. 11r. Secretary, as I understand, it is your hope 
thnt the other nations over t.here, outside of the 16 nations in Europe, 
will aL join this group. 

e~retary MARSHALL. That is the hope. I do not know whether 
you eu.n regard it as a probability or not, but I think it is a possibility, 
and I mn inclined to think that if this program 1noves forward in a 
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successful manner, that it is going to work a great change in feelings 
and in European public reactions. 

Again I am somewhat influenced in that expression by my con­
tacts with the officials of satellite countries. They have c.·prcssed 
great concern in relation to trade possibilities, their fear that this pro­
posed legislation involved a ''estern curtain, which it did not at all, 
and their general concern over w·hat happens to them if thi g-eneral 
program moves forward successfully. All of \vhich I think will have 
a decided influence on their general feeling, though there is no indica­
tion whatever of any weakening in their political tand at the present 
time. 

~1r. RICHARDS. If any curtain is being let do"~;rn by any nation, 
that nation is not the United States. 

Secretary 11ARSHALL. That is correct, sir. 
Mr. RICHARDS. Thank you, 1-fr. Secretary. 
Chairman EATON. ::tvlr. J onkman. 
l\1r. ,JoNKMAN. Mr. Secretary, did you envision a broad, compre­

hensive program such a~ we have before us in thi or any recovery 
program legislation that we have before us when you made your 
speech at Harvard on June 5 last? 

Secretary MARSHALL. vVben I made the uggestion at Harvard 
June 5, I had in mind several in1portant considerations: First, that the 
situation in Europe ''"'as getting co npletely out of hand, ~hat something 
had to be done or the results \voulcl be tragic. 

I also had in mind that those nations who 'were threa tcned with a 
form of government which approximates that of a police state were in 
such a condition of economic distress, and in such dire circ1.unstances 
that I hoped that they \vould be w~illing to n1al~e compromis an1ong 
thernselves and adjustments for the general good, to a degrc that 
in normal timec never \Vould have been pos ible. In those ·ircum­
stances, a proposal for corn binecl action had sorne chance of succ s. 

I also had in mind that any proposal from the lJnited tates would 
have to be on a very guarded basis, in order to avoid, first, con1n1it­
ments beyond our capacity, and second, and qually important, 
proposals which would int rfere so dirrctly in th affairs of .. ovPr<\ign 
nations that it would givr rise to very vi<Yorou rca ·tions, e rt.ninly 
on the part of those sections of th ir propl \\-h were . tirrintr up 
trouble at the time. 

Therefore, I thought, if we were to do anything, it c uld only be 
done, w·ith a reasonable pro p ct of con tructive ucc s , if the Euro­
p an nations in the first place got together among thernsclv on a 
mutual self-help basis. 

I thought. that the circumstances nJade it possible that they would 
get together, in a manner there \Vould normally be no po ibility of 
doing, e.Tcept after a number of year of development of sueh nfl'nirs. 

The reactions in my own 1nind at the time w re divicl d b tw n the 
possible reception in Rnropr ~uicl t 1 c po~ ihlr ·rccpi ·on in t,hi <'nun t,rv. 

I felt that the reception in Europe-certainly arnong those we tern 
nations-would be very cordial. That is not a very good word, it 
would be more than cordial. 

I thought I would probably have to \vnit tog t the r action of the 
people in this country vho certainly at th tin1c could not fully grnsp 
what the situation \vas in Europ nnd vhy they should po sihly under­
take a heavy burden in conn ction \Yith Europe beyond what th y had 
already accepted during th past few years. 



George C. Marshall Foundation, Lexington, Virginia

FOREIGN POLICY FOR A POST-WAR RECOVERY PROGRAM 59 

The final thought in my mind was that something had to be done. 
A "sit and wait" attitude would not suffice. Something had to be 
lone, and clone then. 

Well, what \vas it to be? I felt our country stood in the forefront 
of the ·world situation, and that therefore, of necessity, it had a great 
responsibility that it could not evade. 

There \vas no other procedure of which I could think that .had any 
reasonable hope of success, other than the suggestion that was made 
on June 5, last. 

I think this observation \vill more nearly answer your question: 
The rapidity of the European reaction was greater than I antici­
pated, because, to put it frankly, I expected the American reaction 
would be ahead of the European reaction. 

\Vhat actually happened, I think-as recorded in the press- was, 
that interest was so completely focused on the rapidity of action in 
Europe, that there was very little reaction, in a sense, here in the 
United tates, \vhere the involvements were not even partially com­
prehended at the time. 

The American reaction came much later than I anticipated, and 
the European reaction came more quickly than I anticipated. 

~Ir. JoNKMAN. I gather from what you just said that your evalua­
tion of the world situation prompted what was the initial step without 
any previous request from the European governments; is that right? 

ccretnry ~1ARSHALL. That is absolutely correct, sir. 
~Ir. JoNK IAN. Now, you mentioned a moment ago that the 

rapidity with which it was accepted in the European countries was 
mncwhat of a surprise to you. The substance, I think you said. 

Are we not undertaking a eome\vhat larger program in Europe 
than what you anticipated? For instance, what I mean by that, 
.. fr. ccretnry, is this: I have grouped these 10 nations into 4 groups; 
5-5, 3-3 blocks. 

The first five, for instance, are Ireland, Iceland, Portugal, Switzer­
land, and Turkey, which have never had any aid before to speak of, 
and of whom we always thought as not being in need of aid. 

I di tinguish between relief aid and economic aid. 
\\

7hy should those five be included in this program? 
er tary IARSHALL. They are in this organization in order to 

oop rnte with the other countries involved. 
~Ir. Jo:\KMAN. I mean with reference to extending aid to them. 
• cr tary 1\fARSHALL. As a matter of fact, I do not think the present 

prorrran1 in volv s aid of that nature to those particular countries. 
~lr. JoNKMAN. Which of those five will receive aid according to the 

pre nt program? Doesn't Portugal need aid? . 
.. Jr. THORP. That country would probably have suffiCient dollar 

r ource to pay for its imports from the Western Hemisphere. 
~~Ir. JoNKMAN. How about Switzerland? 
!\1r. THORP. Switzerland could probably pay for anything she 

r c ived. 
11r. JoNKMAN. How about Turkey? 
... Ir. THORP. Turk y would probably b a cash country. 
l\lr. JoNKMAN. Ireland? 
l\1r. THORP. Ireland, in our calculations, might have som a~sist­

ance, but it would probably be in the form of a loan and not in tho 
form of a grant. 
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Mr. JoNKMAN. There was some figure given, I think, of $497,000,-
000, before another body. Is that correct? 

Mr. THORP. The CEEC report is, of course, quite different from 
the program being presented by the executive branch to this 
committee. 

Individual country studies will be presented to the committee on 
Wednesday which will give the details on that; so ·with those reports, 
we can discuss the particular countries much more effectively than 
we can now. 

However, I would say that in the cases of Iceland and Ireland, it is 
thought at this time that any assistance which they might receive, any 
com1nodities and supplies which they might obtain, ·w,.ould be on a loan 
basis and not on a grant basis. 

Mr. JoNKMAN. Those are all on the grant basis? 
Mr. THORP. I think those five, from a financial point of view, have 

very little bearing on the program, but it does emphasize the fact that 
the program is a European program of countries which are joining to­
gether to do as much as they can for each other, and there will b 
substantial trade in these countries with each other, quite apart froin 
the assistance received under this program. 

Mr. JoNKM. N. How about the United Kingdom, Norway, Sweden, 
France, and Denmark. 

I understand from the CEEC report-that thesp countrie have 
practically regained their prewar industrial production. 

I realize that some of them have lost revenue from shipping, in­
vestment, insurance operations, and so forth, but if they have re­
gained their 1938 production schedule, do you not think we will have 
more work to do in other parts of the world than to assist them; for 
instance, to make up what they have lost by this lo of un n in­
come'? 

Mr. THORP. In these particular cases, you have put your fing ron 
one of the serious problen1s, and that i that while their donw tic 
industrial production is close to prewar levels. they have lo, t ubstan­
t.ially in their invisible sources of payment for imports that they ar 
not in balance. In order to Inaintain the prewar l vels of iinporl 
they will have to produce at substantially above the prewar l •v l , 
hecause that additional production has to be used to pay for th 
imports which used to be paid for through the it 'rns whieh y u 
identified, income on foreign investment , and so forth. 

Now, the other point I think is important, Mr. Jonkn1an, i that a 
substantial part of this high l vel of production has been going int 
rehabilitation, and a substantial part will . till neC'd to. 

Therefore', from the point of view of their achieYing progrc . ._ on ·on­
suiner lrvcls, that is substantially lcs than the procrn•ss that hacs 
been rnade in total proflnction. 

1\fr. JoKKl\fAN. Tak0 thcs five countrirs. Do you think you rould 
eliminate Norway? 1 orway ha been a hlP to borrow in t·w .. ork 
on private bond issues, soinr trn million. , I think. 

If we read the staten1cnt in the CEEC report, it lonh;; Vt'r.v fn.v r­
ahlr, and she. does not appear t he in any need of financial nid from 
us at all. 

'Vhat is your rrurtion to 1 orway a nc ding h('b , rconornicnlly'? 
ML THORP. Actua.llv, the situation is that. th' final detrrminnt ion 

will be made by the Aclministrn,tor in consultation with tho N•ttionnl 
Advisory Council. 
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If you arc asking for our initial reaction in the State Department, 
from stud:ving this. w·e feel that Norway probably is a loan country 
and probably does not need any grant of assistance at this time. 

~Ir. Jo1TKMAN. Of those five? 
~fr. THORP. Yes, Norway. 
1Ir. t.TO~KMAN. Sweden is in a better position than Norway; is she 

not? The balance of payments arc in favor of s,veden by $100,000,000 
are they not? 

. fr. THORP. That question is difficult to analyze. Part of the 
wedi.~h problem is that they have been providing substuntial as ist­

ancc to other countries in Europe and are in the situation where they 
hnve nn over-all balance of pay1nents which is in balance, but in 
whic ... 1 they have been losing dollars or convertible currencies and 
piling up unconYertible currencies. 

The Swedish have actually lost substantially during the last year 
of their available reserves. 

I think the Swedish situation might be one in which no grant will 
be ncce ~sary. It will depend on the put1 ern, of their foreign trade 
and the convertibility of currencies into dollars. 

~Ir. THORP. I think that may be it, although one has to leave a 
ub tantial an1ount of flexibility, because the test, as provided in the 

proposed act, is the test of capacity to repay. 
1Ir. JoNKMAN. Is it not true that Denmark is not only back to 

prewar conditions as far as industrial production is concerned but also 
as far as agricultural production is concerned? 

~Ir. THORP. I think there the problem is a problem of shifting 
markets, and non-convertable currencies and also a problem of a pop­
ulation change, which aggravates it. 

That will be covered in substantial detail in a report on Denn1ark. 
~fr. JoNKMAN. How about Belgiun1, Luxemburg, and the Nether­

lands? They have been able to borrow from the International Bank; 
hnve they not? 

1Ir. THORP. There has been a loan for the Netherlands fro1n the 
Intt\rnational Bank. 
~'lr. Jo KMAN. Is it proposed to give them grants? 
.. Ir. THORP. That is in the category which we would feel might 

ncec--"a.rily be part loan and part grant, depending entirely on the 
future pro pccts for repayment. 

1lr. tT NK).1AN. Do you mean all three of those countries? 
~1r. THORP. Yes, sir; all of then1. 
1Ir. J ONKMAN. Why should they be grants-in-aid, Mr. Thorp, when 

they ct n borrow from the International Bank? 
~ir. TrronP. This progrum is based upon as much borrowing from 

th) Int rnational Bank as one can anticipate, and borrowing fron1 
ot h ~r ... ources. 

Th $(), 00,000,000 is a figure after there has been substantial 
ns i ... 1 anee provid d fron1 other sources, such as the International 
Bnnk . 

• Ir. ,JoNKMAN. Wait a n1inutc. I have bt,en figuring on the EEC 
r port, which i five billion nino hundrrd and I conf<)ss sornctin1cs I an1 
not, nhl<' to follow it. ls the dwng<' in figun's due to tlw fact t.hat you 
rui Pel iL frOin fiv billion nine hundred up to six billion eight b )cans, 
)f e. · trnsi on in tin1c. 
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Mr. THORP. That is the reason for the major change; and also 
because the figure you state is one which someone on your committee's 
staff has derived from data presented in the CEEC report. The 
figure of five billion nine hundred does not appear in the CEEC 
report. 

Mr. JoNKMAN. These CEEC figures remain the same as far as we 
are concerned? ' 

Secretary MARSHALL. There have been alterations and revised 
estimates resulting from our screening of those figures. 

For example, in relation to the French in West Africa, the amount, 
of goods, that French West Africa might export to South Africa was 
not considered in the CEEC report, and at the same time the probable 
imports from West Africa by the French was not considered in the 
CEEC report. 

The result was that the summation of the two, one being a sub­
traction and one an addition, brought about a lo·wering of the estimate 
of the French deficit for 1948 given in the CEEC report. We did not 
accept the CEEC estimates. The Executive Branch made its own 
independent examination of the CEEC estimates. 

However, I would like to say, Mr. Jonkman, as Mr. Thorp has 
previously said, we are presenting Wednesday the details regarding 
each particular country. 

Mr. JoNKMAN. What is your final answer with regard to Belgium, 
.the Netherlands, and Lux em bourg as to whether they will need grants, 
inasmuch as they rould probably provide the loans nnd borro v from 
the International Bank? 

Mr. THORP. I would say that any demonstration of ability to 
borrow did not necessarily indicate it could borrow still further. 

It may \Vell be that that loan has exhausted their ability to borrow, 
but in tenns of those particular countries, I think, we feel that 
Belgium and Luxemburg, which have to be taken as a unit, is in a 
somewhat happier economic prospect than the Nether lands, that in 
both cases there may well be some grants and some loans, but the 
proportion which could be carried with loans might be higher with 
respect to Belgium and Luxemburg, than with respect to the Nether­
lands. 

Mr. JoNKMAN. Of course, that n1eans practically seven countries 
we have eliminated from U1e program as far as grants arc cone rnrd, 
and perhaps Denmark, you say, and perhaps some of these thre . 

Now, I would like to have a break-down on Wednesday, of what 
you propose to give to these various countries. 

For instance, in the CEEC program you have $1,452,000,000 for 
food feeds and fertilizers. You have $342,000,000 for coal and other 
solid fuels. 

You have $512,000,000 for petroleum supplies. 
You have $370,000,000 for iron and steel supplies; $203,000,000 for 

inland waterways. 
Then you have $96,000,000 there, I think, for timber. 
Would you give me a break-down on where this goes and to what 

countries and what countries participate in it? 
Mr. THORP. VVe will give you a break-down on the program which 

we are prepared to defend but that is not the CEEC program. 
That program has been reworked in terms of availabilities and will 

be somewhat different from that proposed by the 16 countries in 
Paris. 
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~lr. Jo~KMAN. I 'v'- nt to say I got that frqm the report by the 
staffs of the Senatori .. l Foreign Relation.., Con1mittee, and the House 
Foreign Affairs Cornmittee, and I have heckecl most of it and find 
that most of the fisur -s 'vere taken from the CEEC report, as require­
ments for the t;5,900,000,000. 

Then you have under "Equipment," $370,000,000 for agricultural 
machinery, $80,000,000 for mining n1achinery. 

You ha,Te $150,000,000 for electrical equipment; $168,000,000 for 
petroleum equipn1ent. 

Then you have some figures in there not analyzed: $287,000,000 
for machinery. What kind of machinery I haven't been able to find 
out. 
The~ there is $1,787,000,000 for undefined purposes. 
I think \ve should have a break-down on those things, as to what 

exte~t any participating country is going to participate in those 
considerations. 

Secretary 11ARSHALL. That country break-down, as I have already 
said, sir, is to come to you on Wednesday. 

Mr. JoNKMAN. Thank you, 11r. Seer tary. That is all. 
Chairman EATON. 11r. Secretary, if you \Vould like to get through 

today--
Secretary 11ARSHALL. I am at your disposal today, sir. 
Chairman EATON. Could you return at 2 o'clock this afternoon? 
RPcrptary :\L<\RSHALL. Yes, sir. 
Chairm~tn EATON. The committee will adjourn, then, until2 o'clock 

and the hearing will proce d. 
(Thereupon, at 12:20 p. m., the committee recessed until 2 p. m., 

same day). 
AFTERNOON SESSION 

The committee reconv ned at 2 p. m., pursuant to the re.cess. 
Chairn1an EATON. The comn1ittee will please come to order. 

1Ir. Jarinan. 
::\lr .• J.\IUI \X. Ir. , ecrctary, in your opinion, has the clet rmi_ned 

effort to con1munize the whole of Europe met 'vith any succe s since 
the pa:::~-..age of the Gr ek-Turl-ey bill pa sed by our Congress Jast 
spring? 

Secr~tary 11ARSHALL. I \vould ay it has not, ex ept within the 
satellite nations, ,.vhere it wa in progress all the tin1e. 

11r. JARMAN. It had already progr d, as I recall? 
Secretary 1IARSHALL. It was projected there. 
l\1r. JAH~MAN. It was behind the "iron curtain" which waQ in exis-

tence then. 
Now 1 Ir. Richards asked you if thcr was any other "iron curtain" 

being attNnpted on our part. Is there any other "iron curtain" 
being attempted by any other country? Is the creation of any thor 
"iron curtain" being att 1nptnd by any country? 

11r. Richards u k d you if there 'vn.s any other "iron ·urtain" 
being created by the United Stat.c . 

Tow, I woul:l lik to 1-now if th re i any other "iron curtain" 
which is bring cr at d by nny oth r country. 

Serrrtary !\IAn HALL. I don t thinl- of any new dev loprncnt along 
that line nt thr present tirn . 

11r. JAH.MAN. I haven v ~r heard of any. I arn asking for informa-
tion. 

G9082 4S-5 
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Secretary MARSHALL. I do not know of any new development 
along that line at the present time. 

Mr. JARMAN. A certain amount of discussion \\'"as had this morn­
ing, Mr. Secretary, about the possibility of differences of opinion 
between the Secretary of State and the proposed Administrator of 
this legislation over foreign policy, and the fact that such differenc s 
would finally be decided by the President. 

Now I imagine differences of opinion are not unusual among Cabinet 
members and heads of bureaus; are they? 

Secretary MARSHALL. It is not uncommon among any group of 
Americans. That applies to Americans in gov rnment, as w II a 
Americans generally, and members of Congress, for xample. 

Mr. JARMAN. There is no reason to exp ct any great r numb r of 
differences of opinion between the ecretary of tate and the propo ed 
Administrator, any more so than v..,.ouid normally occur amonoo 
Cabinet members generally; is there? 

Secretary l\1ARSHALL. There will be a tremendou8ly important 
agency op rating, in a sense, in a new fi lcl. One complexity arL 
out of the fact that ther arc a number of nations involved in the plan, 
and there will be det rmined effort to sabotage it. To be stri tl .. 
accurate, I will say that there will be more opportunity for di. UO'r -

ment than would normally be the case between Cabinet memb r . 
However, I think, as I endeavored to make clear this morning, 

that in view of the basic agreement we have from the 16 nations, 
and in view of the terms of the law ·which \Ve have proposed, the main 
difficulties are wiped out in advance. 

I think probably the most s riou difficulties ·will ari e over pr 
releases, because of the many different motivating influences. 

The more I think about it, the more I am confident that th proh· 
lem of press releases will be an item for concern. There will nlwny be 
press releases on what is being done and the manner in which a tat -
mentis drafted may have a very unfortunate effect in a certain countr 
at a certain tin1e. Yet the man drafting the taten1ent can he tot 1l 
unconscious of that, and be thinking only about reaction frmn tl 
United States or from the Congr s , or parti ularly rea ti n fr m 
committee before which he or hi chief has been app aring. 

I have experienced considerable rea.ction of that chara tcr ah·cad , 
and I will say that that will probably b c n1 on of tlw trirki t 
procedures. 

Yet in a sense it will hav little to d with th actual ndn1inistrati n 
of the plan. 

In other words, a press relea e may cover a plain hu inr. slik tran -
action. Its subject may be ~on1ething that tlH' ~ ern'tnry of ~ tn 
was not concerned with at all in on ense. If the r lease wa dnn 
in a businesslike manner, that might be o. H wever, the phrn itP' 

of a press release abroad will be u eel in attrn1pt to J><'I'Y<'rt cvPr 
thing we do into some evil purpo e r on1c reflc ·tion on the , over­
eign ty or the pride of the people concc rnPd. 

Mr. JARMAN. Ev n in those instanc s, is it not probable thrtt you, 
the Seer tary of State, and th proposed Administrator will be abl 
to iron out those difficulties of opinion without referring thcn1 to th 
President? 

Secretary MARSHALL. I think so, and that is th n'ason I think 
the drafting of the legislation mak s it unnlistal-ably clenr how w 
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approach the issue o that, 9 times out of 10, ·we will settle it between 
us. 

In other ca es where the Administrator feels I have too much of a 
Foreign Relations point of Yiew, he might say, "I think we ought to 
take thi to the President." 

l\fr. JARMAN. Since it is automatic, it automatically goes to the 
President; does it not? 

Secretary VlARSHALL. Yes, but in most instances one or the other 
of us will haYe th lead in the matter, and endeavor to compose the 
problem before it gets that far. 

~fr. JARMAN. I would imagine under your able leadership, there 
would be f 'v of them that would have to go further. 

ecretary ~IARSHALL. Thank you. 
1Ir. JARMAN. You 'vere asked a question several times this morning 

to the effect, "\Vhy should we not put that in the bill that goes to the 
Pr ident?" That is not entirely necessary, because it is just auto­
nut tic. If you cannot agree, it becomes automatic. 

I can understand very pleasantly this morning your reference to 
"loculi tis." I can understand it first, even though I was a very junior 
officer, I am an old Army man myself, and I can understand that 
vi ~wpoint. However, 've have a disease of which you have probably 
not heard, 'vith which some of our Members of the House sometimes 
b confe afflicted over here called "Senatitis." 

To'v you \Vere qu stioned this morning about the fact that the 
wording of this bill and one paragraph in particular of it was so general 
that it \vould permit Russia to benefit under the plan. Later on, you 
n1 ntion d that other countries might come in. The door is open to 
Ru ia; is it not? 

cretary ~1ARSHALL. Yes, sir. 
~lr. JARMAN. Russia went to Paris, as I understand, and left in a 

f w da,vs. All countries w re invited; vrere they not? 
ecretary 11ARSHALL. It is 'vide open, and the more countries that 

c 1ne into this on a truly cooperative basis, the greater ease we would 
find in con1po ing th economic situation in Europe . 

... 1r. JARMAN. Therefore, it is no criticism of the legislation that it is 
uffici ntly g neral to open the door to any country that might want 

t eoinP in? 
~ ) r tary MARSHALL. I would not think so. Of course, any 
untrv that comPs in has to meet the conditions. 
~[r. LJARMAN. Naturally that is all, Mr. Chairman. 

hainnan EATON. 1\1rs. Bolton. 
11[rs. BoLTON. l\1r. S r tary, I have bePn deeply interested in the 

li <'U • ion and the questions that hav be n asked you. 
~[ay I go into a som ·what Inor~ gen~ral aspect of it for a moment 

n l a k you wh tlwr, in your con 1deratwn of the whol progra~n, you 
,·ould fc )I it Vl'ry important that only so much absolute assistance 
b • givl'n as i inlpPrativ ly nP essary? 

P<'l' •tary _ !AIL HALL. That is correct. 
1frs. BoLT01 . And that it be don in the most economical way 

p ible'? 
P('r ·tury ::\1ARSHALL. That is correct. 

l\lrs. BoLTON. For in tanc , som of the possibilities might include 
plans for shipping str l from this ountry to on of- the countries 

broad, having it finished, and s nding back th finished product. 
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That n1ight prove to b exceedingly exp n ive. It might 'veil be 
that ore from the Scandinavian ·ountrie ... and 1niJ1 son1ewhPr else 
might not only give th same amount of matRrial, but Inight furnish 
employment and raise the morale. fter all, thn t is basic. 

Are you anticipating a very close study of all th sc details of pro­
cedures, with a. view to cuttino- down our expen e as .luch a pos i·ble? 

Secretary ~ 1ARSHALL. The inve tigation s far ha gone to .ooreat 
lengths into the question of what the European countries could do for 
themselves, in the first place, and secondly 'vhat in particular they 
could do more economically and with better returns than with our 
doing it over here. 

Mrs. BoLTON. Who has made those inve tigations? 
Secretary l\lARSHALL. They have been made by a variety of groups. 
Mrs. BoLTON. Groups of ours or theirs? 
Secretary 1VfARHSALL. Ours and theirs. The Europeans came out 

with the original proposals, of course, in the OEEC report which was 
transmitted to this Government last eptember. ince then we have 
been examining into all their proposals and there ha be n more time 
to go into the general situation. Our people have had contact with 
the subcommittees of the OEEO and in some ca es \Ve ha v d vel oped 
new propositions which seem more effective or \Vhich had not been 
thought of before. 

That will be a continuing process, and that is one reasoh why 
emphasis was laid on the desire to have the matter as flexible as 
possible, so that we could take advantage of these various conditions. 
Because what might be desirable according to the pri e and labor 
situation and ot wr factors of that kind today, 3 1nonths or o months 
or a year hence it might be much more de"'ira ble and much more 
effective to do it on another basis. 

11rs. BoLTON. You say our people have b cu workino- 'vith them. 
Do you mean members of the tate Departmen t? 

Secretary 11ARSHALL. Yes, and the mmnb r ... of ex cutiv ngencie 
that have been assembled. This interdepart.nH.' 1t.ai group \Vorked 
and is continuing to work on the general progra.111. 

Mrs. BoLTON. Then in going into the whole pr bl n1 of economic 
methods, it would be your idea that that i th pa.rt of th wol'l- w·hich 
would be delegated to what you call the bu inc nd? 

Secretary 11ARSHALL. Yes. In fact, that is the 1nn.jor pn.rt of the 
whole procedure. 

Mrs. BoLTON. Th n if that i o, 'vhcn you p al- of the 1 olitical 
areas, do you mean those matters whi h 'vould be brouooht up under 
normal conditions between our Ambas ador a1 d t.h gov rn1n nt in 
question? 

Secretary MARSHALL. In part, yes. 
To expres it in a little more detail \VC m a.n t.lw.t if a eli ussion 

is required between the high officials of on ooov rnm nt and tho high 
officials of anoth r gov rnment, as a gov rnm ,nt-to-o-o ·nnnent 
affair, the approach should b mad in t.n liooht of the .~i ting diplo­
nlatic r lationship, hut th individual \Vho is condu ·tin:r the bu iness . 
a pects of the thing might be th prin ·ipal spNlk r an l prohn.hly the 
negotiator. However, he would onclu ·t htm ·If in th lio-ht of our 
diplo1natic reprc ntation. 

As I tried to illustrate a little bit thi mornino-, in conn tion with 
the Ambassador at Large, h might b r qu sted to go to a country 
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the local Arnbassador. In oth r words. the local An1bassador 
t con "i l r the ffe t on all his futur r lat1onships in that country. 

1bas:: dor at Larg rnight bc .. thc one doing rnost of the talking. 
r un1ably, the two of them 'vould have discussed this in advance 

th local color w·oulcl be given to the An1bassador at Large by 
m ric n A mb.: ssador to that particular country. There you 

m t tru t to ._,Olllc good sense, orne wise judgment and similar 
tor on the p rt of those g ntfcmen. 

The ~ mLa sador at Large in Paris 'vill have a vi wpoint there in 
r I ion to th EEC committee which he hin1self might change to a 

rt< in d gr 'C "-h n he gets to Holland or Italy and hears what is 
oing on th r . He gets a mu h better picture than he would from 
n r linarv 'rritt n cornn1uni ation. 

us. Bo.LTO .. ". That 'vould appear to be good common sense. 
cr tt ry ~iAH"'HALL. It has this other aspect. That i , the normal 

op r ting proc dur of our Governn1 nt. I do not think we should 
1 >e out existing stru ·tural proc clure and start on a n w basis just 

u e "rc might find ourselves doing one thing po sibly more advan­
ou.Jy in thi ·ase and having a n1ost unfortunate ffect at the 

cUtAl.l.lU tim r later on in other parts of th world. 
r . BoLTON. Would you fe l that a separation of the Ambassador 

n the Adn1ir i trator mio-ht lead to very real misunderstanding on 
part of the other countries, even to the point of their thinking 
rnn1entally 've had disagreed here at home? 
cretary ~ lARSHALL. If I und rstand your question correctly, 

t rniuht be th "\ case. 
Th rnbas"n.dor at Large in Europe will be in direct contact with 

l dmini trator in Wa._hington, and the r ason in particular for 
h rino- u ·h a mnn i , the Administrator would otherwise be up 

cr in t th ·on1plication of having 16 diff rent group to work with, 
h r a in this plan hi \.rnba ad r i right on the ground with the 
ntr l oinrnitt c of the EEC. 

do not kno :v vh ther I n1ade it sufficiently clear this morning, in 
r l ti n to the Econon1ic Counsellor's set-up in the embassies, and 

·l point.In nt of per onnel frorn th reserve which has b en created 
J he F reign Service. The actual language in th bill is not that 

·iginally I r J o <l by the ta to D partm nt. In fa t, 1t was changed 
T rn1 ntnllv and in con id ration for what wa f 'It to be better. 
' 1. t w ·p wa~nted \Vas to have p oplc brought in on the recornnlenda-

t. n f th · Adrninistra.tor. The ccr tary of State 'vould nominate 
th nopl , h · ·au 'C the law provide that the cr •tary of tate had 

n n1inatP tlw11 if they< r going to be in th For ign rvice, and if 
th a.r t he inc·luded in thn,t reserve. Ilow,)ver, the intent is 
t 1 a :r th · Adrnini trator narn t.hc man and tlt n the ~. cr tary of 

t uTi • out. th I gal r quiremcnt . 
f.r . Bouro1:r. T ou. U<>"gcst d that it corne larg ly, I judge, fro In the 

r igu ·rvi ·e res rv '? 
r ·t.nr. r ~I H HALL. It i Increly ~ n assumption. ,.. ou will find 
tul ,nt. d( finit •ly, t w.t 'vay. 

Achni ni tru t r on on • ~ide and the Arnbn ndor at Larg , 
,. n t hen1 n1· y have a ntnnb ·r f n1en with whnn1 th 'Y would 

~ 1t t \V ric I is tlH•ir privilcg to put forth tho e 111 •n. 
r . Bouro r. .'Iy all t o light J~nowl(()g f tho personnel in the 

t Depur lll<'llt nnd the :Fon•ign • 'prvic I •ads n1o to ask that if 
rYie i o ad ·q un1 ly s all' d thnt it can spar· the • peopl '? 
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Secretary MARSHALL. These are additional people. 
11rs. BOLTON. They are not being used at all now? 
Secretary MARSHALL. They may be in any business in the United 

States. They may be lawyers, doctors, or something of that sort. 
We will request them to come into this reserve position when the 

call comes for that particular talent. 
Mrs. BoLTON. 11ost of them have seen service? 
Secretary MARSHALL. I think some of them may have seen service 

but not necessarily in the State Department. The Foreign Service 
Reserve was established as a result .of an act of Congress in 1946. 
However, I was told what will be endeavored is to collect the talent 
that had been demonstrated efficient, and I imagine, though someone 
else can tell you very specifically, that a great deal of that talent was 
not in the State Department at all. 

Mrs. BoLTON. Now, if the Administrator and the Ambassador at 
Large agree on certain men and bring t.hem in, how free will they be, 
and how free will the Administrator be, or does everything have to go 
through the usual channels which take so everlastingly long? 

Secretary MARSHALL. The main business transactions would be 
from the Ambassador at Large back to the Administrator and that 
would be just as quick as the radio, or the pouch or the ordinary 
mail. The Ambassador at Large would probably use the facilities 
of the State Department. That would mean if he were in Pari , he 
would probably turn to the teletype that we have, and in that way 
get quick communication with the Administrator here in Washington. 

Mrs. BoLTON. It would not have to go through our Amba ador 
in France? 

Secretary MARSHALL. No, not necessarily at all. 
1frs. BoLTON. It would go directly from the Ambassador at Large? 
Secretary MARSHALL. From the Amba sador at Large back to the 

Administrator here. 
I wo_uld think his report would go to both the Secretary of tate 

and the Administrator, and if foreign relations complication were 
involved, we would endeavor to find the solution. 

11rs. BoLTON. It would be very necessary, would it not, to cut 
the usual red tape? 

Secretary MARSHALL. In the ordinary bu iness tran actions, I see 
nothing to complicate that at all, becau e the r would b u. ing the 
quickest process, and could probably us the 'teletype of tho 'tate 
Department. 

Mrs. BoLTON. You have spoken of the various reactions to public 
statements, Mr. Secretary. · 

I have had sev ral reactions from one of the countries abroad 
already, in the matter of the discussions taking place her . It was 
amazing to many people that we should question any of it. They 
felt that they reached out to us and we were going to r spond and 
they have been deeply disheartened by the fact tha,t thi was g ing 
through our usual processes of careful study. Th y hav v ry 
definitely been disturbed by that. 

IIavc you had any r actions of that kind at all? 
Secretary MARSHALL. I do not know p cificully of any. I 1 now 

in general there is de p concern as to what is going to happen and 
how long it will be before it docs happ n. That is vr.ry nonnul nnd 
very natural. 
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Also, there is concern as to how much of our present procedings will 
be picked up on a propaganda basi and used to our disadvantage. 
However, that is inevitable. It is the final result that determines, 
if it is not too long delayed. , 

Ther fore, \Vhile \Ye may find ours lves embarras ed by some of the 
accusations, in the end they turn out to be insignificant provided we 
come through; provided \V come through in time. 

1r~. BoLTO~. One of the problems is of course the matter of the 
amount. A I have studied it, it has come to me very strongly that 
the original CEEC proposition was, it boiled down in a comparatively 
short time. 

That would make pos ible a special need on our part to study the 
figure exceedingly car fully, and it would be an unfortunate thing 
if th tudy ·we mu t n1ake, as a responsible committee of Congress, 
hould be interpreted as being detrimental to the ultimate results. 

Do you feel that th~re is an overamount of misunderstanding about 
that pha e of our study? 

ecretary l\1ARSHALL. A misunderstanding \Vhere? 
ir". BoLTO . A misunderstanding abroad. 
cr tary :\1.\.RSHALL. I do not know quite what to say in reply to 

that. 'It is to me very evident that we have a wealth of data such 
we nev r apparently have accumulated before, and our problem is 

hoF to assimilate the information. From having very little technical 
infornuttion in the summer of 1947, we now· have a mountain, and it 
r quire considerable skill in getting at the basic heart of the problem 
in each particular case. 

1 ow abroad, the reaction is from people who are in dire need of 
thi and in dire ne d of that, and they are not particularly analytical 
about it. They just need it. All the different complications involved 
in their getting it are not under tood by them. There may develop 
a f eling of mi understanding, if not irritation, on their part, which 
will be provok d into hostility, if it is within the bounds of the propa-
g nda ff cts. · 

I hnv no particular f ars of these local individual reactions, if we 
om hrough. I think they 'vill th n be dissipated. 
I say v ry franl~ly that I do not think we will ever be understood 

to th d gr e w \Vould like to see our selves understood. vVhen 
p pl ar in th situation that you found th min your trip to Europe 

nd th y r ad about our life h r and what we have, they are very 
hmnnn. I "\vill put it that way. 

nlr . BoLTO . 11r. ecretary, ju t one more question on this 
n ral itnntion: It had m d to us that one of th v ry r al pro­

bl In bcf r u in tting up the administration of this whole plan, 
th r ln ion hip b tw n th tate Department and the Congress, it 
' ould ~ 111 imp rativ that som way be found whereby there may 
b th ·lo st a oci tion b tw en th two bodies. 

nd r th rc rg ~nization la\v, w hav the Foreign Affairs Com­
mit '~, oininitt d to the responsibility of following everything in the 
for ign afra irs fi ld. 

\\ uld you h willing to giv - nsid rn.tion to the pos ibility to some 
1 mitt of th ongr s , som what similar to th Atomic Energy 
1 1nitt' , that would sit, perhnp \V kly, or more often if it would 
1n n' c n.ry, to J- p th closest contact and have a very detailed 

ki wl dg' f how thing nrc pro · cding? 

• 
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Secretary 11ARSHALL. I would like to think that over on the basis 
of ·workability, on the basis of frequency, and in relation to the powers 
of the committee. 

However, I agree with you there is a necessity for very intimate 
relationship with the Congress. 

11rs. BoLTON. It would be in the top areas and not in the working 
areas, as envisage it. 

It would not entail the committee of Congress going into the details 
of managmnent., and so forth. That would be unworkable. How­
ever, the.y would be on the advisory plane, keeping in very close 
touch constantly. It ·would een1 that that might solve some of the 
problems that face us in putting a bill through Congress, and so on. 
· I would be very happy if you would give it some thought. 

In planning the recovery program for Europe, fuel is a very impor­
tant factor, is it not? 

Secretary MARSHALL. It is one of the most important factors. 
Mrs. BoLTON. That would be of course coal over the various 

regions, and Polish coal 'voulcl be of utmost in1portance, I assun1e. 
Secretary 11ARSHALL. That is correct. 
J'vfrs. BoLTON. In regard to oil, it was anticipated, was it not, 

getting oil fron1 the Near East? 
Secretary 11ARSHALL. It is hoped that the greater part of the oil 

required, particularly in the later years of the progran1, could come 
from the Middle East. If that does not prove true, we 'vill have to 
have a restudy of the whole oil situation, because that will nece sitate 
a revision of our present plans. 

Mrs. BoLTON. A rather complete revision would be in line, would 
it not? 

Secretary MARSHALL. Yes, a complete revi ion, but 1tir. l{rug can 
tell you more about that than I can. 

11rs. BoLTON. I am thinking of it rather more from the State 
Department's angle, Mr. Secretary, from the relations that are in 
such grave jeopardy between the countries of the Near East and 
ourselves at the moment, and that of course is a matter of State 
Department interest? 

Secretary MARSHALL. Very much so. 
Mrs. BoLTON. I think that is all, Mr. Chainnan. 
Chairman EATON. lVIr. Gordon. 
Mr. GoRDON. Is the door shut for other nations to parti ipatc? 
Secretary MARSHALL. What was your question? 
Mr. GoRDON. Is the door shut for oth r nation , such as Poland, 

for example, to participate in this program of European reconstruc­
tion, now or in the future? 

Secretary MARSHALL. It is not. 
Mr. GoRDON. What 'vould be the condition for it to participate? 
Secretary 11ARSHALL. Th y vould have o sub ~crib to ~,}~ condi-

tions 'vhich are laid down in th CEEC, an t.b lttter ·or1<htwns that 
arjse here by virtue f the laws whil'h you g ntlon en ena ·t. . . 

1lr. ORDON. vVer Poland and Czc ho. lovai~ia a ked to purtlCl· 
pate in this program? 

Secretary lVlARSHALL. All co~ntrics in EuroJ~ w ~· invit d, \xcept 
Spain. That was hancll ·d entirely by th natiOn 1n Europe. 

Mr. GoRDON. Can you t 11 us for what reason th y refused? 

• 
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• ecretary 1IAR HALL. I ·will have to go into the record for that. 
I t,hink I kno"~ t~e reasons they did not accept, but I have no official 
do~t~ment to IndiCate them. I am quite clear in my o\vn mind, and 
I tlunk all th rest of you are as to what actually happened, as for 
exmnple, in the case of Czechoslovakia, \vhich went through ·with 
ac ·eptance, and then following the visitation in ~1oscow had to 
withdra,Y. 

Poland did not get so far as to accept, but indicated the intention 
to accept and then went no further, I presun1e in view of \vhat hap­
pened in connection with Czechoslovakia. They were invited and 
it was very much hoped they would accept. 

1Ir. GoRDON. l\Ir. Secretary, in your opinion is there a determined 
Comnn1nist intent to kill off proposals in this legislation now before 
us? 

crctary l\'lARSHALL. I could not hear the first part of your ques­
tion. 

~fr. GoRDO~. I rep at, in your opinion, is there a determined com­
muni t atte1npt to kill off the fulfillment of the proposals in this bill? 

ecretary l\1ARSHALL. Yes, sir; I think that is quit~ clearl:r, stated 
in the pronouncements of a member of the Politburo, and by l\1r. 
~1olotov himself a leading member of the Politburo of the Cominform 
aid: 
The l\1ar hall plan strikes at the indu trialization of the democratic countries 

of Europe and hence at the foundation of their integrity and independence and in 
th planned for "Dawesization" of Europe was doomed to failure at the time when 
th forces of re i. tance to the Dawes plan were much weaker than they are now 
today, in po twar Europe, there are quite sufficient forces, even leaving aside the 

oviet Union, and if they display the will and determination, they can spoil the 
plan of en lavement. 

ll that i · n eded i the determination and readiness of the peoples of Europe 
to r ,i t. A to the U. S. . R., it will bend every effort in order that this plan , 
b doom d to failure. 

That i a pr .tty dir ct ans\ver, I believe, to your question . 
• 1r. GoRDON. Thank you l\.fr. Secretary . 
... fr. S:YIITH. ~fr. S ,cr tary, we are engaged in a gambling venture 

h r , arc w not? 
ecr tnry l 'lARSHALL. In the common acceptance of the term 

"g 1nhling," I do not bcli ve I quite agree on that. I \vould say we 
nr not guarant0cing a result, but \Ve think there i ev ry pro pect of 
u -s if we go into it wholeheartedly. It is in a sense like almost 

any bu in ss vcntur . l~ ou might call all of them gambles, as to 
wh h r the product i going to be worth while, whether the public 
will buy it, and whether other things happen that vitally affect the 
bu in' . 

I vould not cv n say the program is spccula.tive. I \vould say it is 
a very carcft1lly considPrcd a t,ion to n1cct a very critical situation 
along lirw which \VC feel show· a fair prosp ct of success, and I think 
a good prospC' 1. of success, if \V cnrry through wholch artcdly . 

.. rr. .liTH. Do you f ·el at all it. nlight pos ibly lead to war? 
, c ·rctrrry I 11A RSIIALL. I think it should avoid the issue of war 

r thor than h', rl 1 o war. 
r. Sl\nTrr. Now then as I cx~unin thi bill, we arc concern d h re, 

ar w not, .vith an c no1nic proble1n, principally? 
ecr tarv :rviA RSHALL. V arc co1 cern d h re dir ctly with an 

con mic j)l·obl n1 which h·1s u vital relationship to political nu1.ttcrs. 
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Mr. SMITH. Do the political and humanitarian features tie in to the 
economic? 

Secretary MARSHALL. They are tied inseparably to it. They are 
results that will flow from it. 

Mr. SMITH. Now I notice on page 25 of the outline of the European 
recovery program which the committee has, it states on page 25: 

Six years of war and enemy occupation has wrought heavy toll on the people 
and the economic structure of Europe. 

Is there any other element present which has made for chaos in the 
European economic situation at the present time, or in the last 2 years? 

Secretary MARSHALL. There is the constant demonstration of a 
consistent effort through all of the western European countries, hut 
particularly Italy and France, to effect a complete change in the form 
of government to that of a police state or certainly a totalitarinn 
state. A form of governmP.nt destructive of those freedoms and 
liberties which have developed in western Europe and which we think 
are vital to world well-being and to our own security and future 
prosperity. 

Mr. SMITH. Would you say that present Government policies from 
an economic angle have contributed to this situation? 

Secretary MARSHALL. Present Government policies in Europe? 
Mr. SMITH. I am thinking now, Mr. Secretary, about this matter of 

rationing and allocation. In other words, they have not permitt d a 
free economy to operate since the war; have they? 

Secretary MARSHALL. The governmental situations in some of thoRe 
countries, notably Italy and France, have been such that they hnvo 
had great difficulty in making normal efforts to restore their economic 
stability. 

There have been actions taken by some members of th Gov('rninont, 
as in France and later, after they left the Government, by some 
groups in France, to make it virtually impossible, at least for tho time 
being, to engage in a well-ordered recovery program. 

These actions have affected industry, and all of their normal rela­
tionships and have caused confusion and great concern an1ong tho 
population. 

Mr. SMITH. We are concerned with production, are we not? 
Secretary MARSHALL. Primarily; yes. The great cure in this 

immediate economic situation is production. 
Mr. SMITH. How are we going to get it, by a continuation of tho 

present policies of the governments, or are we going to mak it pos­
sible for incentives to operate in the field of production? 

Secretary MARSHALL. We are going to get it, I think, by th fur­
therance .of agreements among themselves, which are air ady being 
started in their implementation, and by our providing a certain p('r­
centage of either funds or material that are in critical shortao- over 
there, or in foodstuffs that the population urgently r quir '. Our 
assistance can begin to make the wheels turn. 

Now the pe:::·centage of our part in the over-all plan i rath r smnll. 
When you consider the bulk of the amount, it doc' not scmn smnll 
over here, but compar d to the total r quircmcnt in Europe it iR a 
small percentage of the whol0 requirement. 

I think perhaps it can be illustrated a little bit this way: W will 
say in June they were on a dead center, sp aking 111 chanically and 
thinking of a locomotive. Tho wheels wore hardly turning at all. 
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In ad ition to that th r \Va gr at confu ion Inong the crew , and 
gr at diffi ulty down the tra k. 

O\V n1ore or le " b cau e of the psychological ffect that arose, 
th r got off dead c nt r and began t n1al~ little start. They 
rot tocrcth r and r .. hed a very r markabl agr cn1cnt, involving a 
great Inan om1nitm nt"' an l on ~ ion on the part of one nation 
and anoth •r. That again in r a d the mom ntum lightly. They 
ar now truggling along on that ba i . 

llow v r, with th fore s working against such a r covery, and 
with th lap of tiin , th • on omincr \vint r and all of th attendant 
fa t r inv lY •d a rtuin mat rial upport froin u an have an ffect 
far b r ncl th a tual xt nt of that upport. Ther for , our c ntri­
buti n ~ ~h uld n. hle th ir effort to gain con id rabl momentum, 
until it h •crin to tak car of it elf . 

• fr. MI'rH. Th thing tha.t troubl m i thi , Mr. ecretary: We 
kn w that oal i~ a vitally important comm dity. "'\Ve know that 
food tuff:s ar v ry, very imp rtant. \Ve know that steel is very, very 
imp rtant. rO\V th r arc no gr at r d po it of coal in the \vorld 
than in England, cnnany, and the Ruhr area. Fran c can produce 
f o 1 if we can nutl~ th farmers work. 'Ve can do the am with steel, 
1 ut in om wa.y or oth r, the production ha fallen down there be­

u tho"'e wh produce are not willing to do so. 
f r p int i , hould n t thi 1 gi lation anticipat orne way or 

m n wh r by w can furni han inc •ntive to produce? 
Tow t up port the fa t that in entives ure important, I refer 

acrain to thi r port, page 71, sub e tion (a): 
rv r of the pr ~ nt tat of affair · in Europe arc agreed that the lack of 

qua incentive for individual ffort i having a p rva ive and riou effect 
Ul n mining and indu trial production and upon the farmer ' willinrrne s to 

p rat in gov •rnm ntal-good program , and to channel product into legal 
di tribution. 

n of th cau s (though by nom an the only on ) of the weakne s of incen­
tiv , i th hortagc of cou umcr good . 

If in ntiv s is the answer, how doe this legislation assist in that 
) ·t? 

~ cr tnry {An HALL. I t.hink thi l gi lation assi ts toward that 
n in thn t \V fe 1 it 'vill, by it ff t, und r it pro vi i n and its 
tilizati n of the 1nean u.uth riz l, t nd to break th e vicious 
ir I , whi h cau a great d al of difficulty a depicted in the entence 

u hnv ju tread. 
1~ r xa1npl )' th gr at t in 

r p n nd t bring hi foodstuff 
l u.r in th ity \vith his 1non y. 
t bl f unduti n. 

ntiv of th farm r to plant more 
t the city for ale, i omething to 
Thi n1oney n1u t have a reasonably 

t th • pr "ent ti1n , th r is not nly littl to buy- 1 an1 p , king 
pnrticularly now f ermnny, f r e. -~unple, and th Arn ricun 

z n to be peeifi ·- thPr i v •ry littl t buy but,, wha is Inore 
di h ult, the UIT n y que tion just def ats th whol pro . lure. 
Yl t you cr(' in on • ·ount.ry, or whnt on • ·ountry ·an do, Is not 

tr n lntuble into valu in nnoth r b t u of th n1on tnry br ~ J~­
d WI . nl nil trun ncti n ar in dollar , of whi h th r nr v ry 
f '"" h huv no n ~ ur d bn i' of trud . 'l'h y hav . "s ft n1on y," 

v ryhody hold bncl-. 
'Ih r ut ·tin cnti I ~ n onceiv of in this 1nntt r i , apr duc­

ti 1 that i stinntlu t d on wu.y or another by the goul of nn itnprov d 
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monetary situation, so that goods are there for the man to buy, and 
the money he gets for his product will buy an equivalent amount of 
goods. The trouble is, the situation is now a vicious circle. Until 
the circle definitely breaks among all these countrie , until they are 
given some solid foundation for the currency alone, they are up against 
a somewhat insoluble situation. 

Take for example the endeavor to stimulate more coal production. 
Unless the coal miner can get more food for his extra efforts, he does 
not care about producing more coal. Then consider someone else, 
·working at something else, just as hard. Does he get more food? 
No, he does not. Some action must be taken to establish an ordinary 
healthy state of commerce and trade in Europe. 

The situation in Germany immediately relates to the other countries, 
which are very close by-Italy, France, and England. One difficulty 
we get into, is what do \Ve' use as the medium and basis for the trans­
action of business? The situation has resulted in merely a drain on 
dollars. Unless dollars were used there would be no business. Vve 
would find ourselves not providing the things that are necessary for 
Germany to obtain from these other nations, because there were no 
dollars for them. They simply did not have the dollars. orne means 
must be found for reestablishing the ordinary business of trade where 
the man has some confidence in the money, \vhere he has an assurance 
that when he works he will get something back that has value, and 
he can use that to get something he needs at a reasonable cost. The 
whole situation will then begin to develop in a greatly improved 
manner, and eventually will blossom into a degree of prosperity. 

Mr. SMITH. You, of course, are making a very plendid argument for 
free economy, and you do not have that in Europe. 

Secretary MARSHALL. Well, you have it and you do not have it. 
In Germany, there is a tendency to have State control of railroads, 
State control of this, and State control of that. There is also the 
British experiment with a certain socialistic form of ent rpri c. All 
those things I think \vill accommodate themsclve after a healthy 
resumption of a trade basis. 

Mr. SMITH. I do not want to lab.or the point, but I hav lH'cn 
thinlring through this a bit and I am \vondering what would happt'n to 
production in a coal-mine area, for example, if we plunJ~ed down a 
modern American drug store or an A. & P. stor . Do you ]~now whnt 
would happen to production? I \vould like to have . Ir. Douglns 
answer that one. 

Secretary MARSHALL. If the store would accept the money it would 
be desirable. 

Mr. SMITH. We might give them Arncrican scrip of orne kind or 
another. It might be a way of getting dollars back into Europe. 

Secretary lVL?\.RSHALL. I don't kno\v. You arc over 1ny head on 
this monet~'try problem. • · . 

Mr. SMITH. I have but one n1or question, 1fr. ~ cr ary: Docs tlus 
legislation anticipate a return of stock-piling rnuterin1 i 1 • ·chanbe for 
whatever loan or grant that we mal~e to these countries? 

Secretary 1\f ARSH LL. Y cs; we hn.vc that in Inind, to the d ~rec 
that such ma.terials arc available nnd to the '.·tent this ou tt.ry 
desires to purchase thcn1. 
· l\1r. SMITH. I hope we will make a v r.v strenuou '"' dTort to ae<'om­
plish that purpose. 
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Thank you Yerv n1uch. 
Chairman EATo ..... l\ir. ~·Iansfield. 
11r. 1A:NSFIELD. ~Ir. Secretary, what will the effect of this proposal 

be on high prices in the United States? 
Secretary .... fARSHALL. That is certainly a heavy question for me to 

n ' r. '""e propose in our planning to export a smaller amount of 
goods ul road than we did in 1947. I would assume that we certainly 
:voul ' rish un l r any circumstances, to continue our foreign trade 
nd n ouruo-e it. How ·we accommodate that to the rising price spiral 

i son1ething I ''ill have to ask you to debate more with those \vho are 
th pert on that particular phase of the matter. 

::\Iy own assurance in the relation of hio·h prices to the program as a 
vhol con1 s from the fact that I find so many complete disagreeinents 
n1ong the xperts that I think I may be sitting in the Iniddle; maybe. 

I can Inake us goo l a guess as the next man. 
~1r. ::\IA1:rSFIELD. 1\fr. Secretary, in your opinion, what will happen 

· we do not adopt a proposal such as this now before us for con­
ideration? 

cr tury lVL-\RSHALL. 11y opinion is that we \vould find the 
European ituation-certainly from our point of view-in a process 
of di integration, which would quickly p rmit dev lopn1ent of the 

lice- tate regime. We ours lv s ·would be confronted across the 
tlantic Pith, if not a trade barrier, certainly with a great detrin1ent 

t our ordinary busin ss, or commerce and trade. We would be con­
front d b. T a sit11ation which \V woul view with great<:'r forebodin~s, 
nd that woul require us to do much more here to reassure ourselves 

to the security of our position. 
1fr. l\1ANSFIELD. Will we spend as much as contemplated here, 

nd more, if \V refuse to take this risk? 
cretary l\1ARSHALL. I am quite certain we will spend much 

or'· 
.... lr. l\IA SFIELD. I \vould like a general answer to this question: 

'h t will uch a refusal n1ean in money, in national security, and in 
ur own economic welfare? 

cr tary l\.fAR H .. ~LL. I 'ivould say as to money, in the end a much 
or o t.ly proc dure will be forced on us. · 
\ hat \Va those ond one? 
.... 1t·. IANSFIELD. In our national securitv. 
~ ·rctary ~IARSHALL. I \vould ay oui· posit.ion would be very 
aterinlly WPHkened and, therefore, th Dece?sity wo_uld be for n. 

1at riully w ak n d and, thcr fore would necessitate action to attain a 
tr no-l•r J)O ition fro1n the viev.-point of national security. 
llr. 'lANSFIELD. And the third one, in our economic w lfar . 

,r tarv l\fARSHALL. l\1y own reaction to that, from what I 
hav b"' n 'told by tho who have b en working on this problem for a 
I ng i1n , is that the conomic resuscitation ?f western Europe, or as 

u ~h f Europ as possibl , along normal hnes, would have a very 
h nlt.hy fi' ct on Am rican pro perity, and the contrary would be 
r ntly to our disadvantage. 
1fr. 1lA1~ FIELD. If we do not proceed with this proposal, will w0, 

in your pinion, los western Europe by d fault, and, if so, to whom? 
·r tnry l\.1.\R HALJ.,. I think I have partly answ r d that already. 

h vu utun which I hav r ferr d to s v ral tim s, which I thin]~ 
ust b \ filled if we are going to find a practical basis for a peace · 
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agreement, will be filled by a governmental procedure that is antagon­
istic to all of our conceptions, and which will hang·over us in Europe 
thereafter. It is quite plain that the leadership in such procedure, 
which is antagonistic to all we feel is normal and desirable, is dictated 
by the Soviet Union. 

Mr. MANSFIELD. And if that should happen the cost to us would 
far supersede the amount of money now being considered? 

Secretary MARSHALL. I think that would be the case; yes, sir. 
There is another factor involved, which would have its effect on our 

future costs, on our security and on our future prosperity. There 
would be a tremendous reaction in western Europe were we to turn 
back now in this matter. The psychological impact of that is pretty 
difficult to calculate, but it would be tremendous, and I think it would 
be greatly to our disadvantage in the future. 

Mr. MANSFIELD. Have we the resources to undertake such a 
program as now contemplated, so it will apply to the rest of the world? 

Secretary MARSHALL. I refer to the Krug report and to the Harri­
man report for an answer to that, Mr. Mansfield. 

Mr. MANSFIELD. If we can go into this program halfway, is it 
your opinion that the end result will be just as bad as if we did not 
go in at all? 

Secretary MARSHALL. I could not quite say "yes" to that. I think 
the result would be the expenditure of a great deal of money with very 
little return. A very small result that probably would not meet the 
situation from our point of view at all, in the end. In other words, we 
would have gone into an enterprise with inadequate funds, and the 
business would be a failure. 

Mr. MANSFIELD. At that, it would be a delaying action? 
Secretary MARSHALL. It would not only be a delaying action but 

would result in a rapidly deteriorating situation. 
I made a statement before the Senate committee that if the pro­

gram could not be adopted in full-meaning in its general over-all 
conception-we had better not go through with it at all. That was 
my advice to the Senate committee, and it is my advice here. I think 
it would be a very serious mistake to adopt halfway measures, b cau e 
no one can tell us to what extent the resulting deterioration in Europe 
would carry uR. 

As I said a moment ago, there would be a tremendous psychological 
reaction, followed by a depression, I think, of spirit and effort. We 
must always have in mind that the smaller nations are always very 
fearful of whether or not we are going along with thorn into the 
future, or whether we are going to withdraw behind the Atlantic and 
the Pacific and allow their affairs to •go on without any relationship 
to ours. 

Mr. MANSFIELD. Mr. Secretary, part of the reason b hind thi 
legislation before us is to contain communism. If, during th lif of 
this act, any of the 16 nations adopt a Communist form of govern­
ment, what then would be our policy? 

Secretary MARSHALL. I would not attempt to prejudge that at the 
present time, but I think I am probably correct in saying that they 
could not really go through with their pledges on sueh a basis as that. 

Mr. MANSFIELD. I do not kno·w whether this is tho proper pia e to 
ask this question or not, but I am sure it will be brought up in con­
nection with this proposed legi lation: Can we afford both tho Euro­
pean-recovery program and univ rsal military training'! 
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Secretary 1fARSHALL. Can we afford both? 
~1r. :\1.>\.NSFIELD.. Yes. 
Secretary 1\L<\.RSHALL. I have very definite views on the subject, 

and I would prefer not to state them here. Frankly, I find some 
difficulty in having my .recommendations considered as coming from 
the Secretary of State. There is, rather, a tendency to listen to me 
as an Army general and a former Chief of Staff, which is not par­
ticularly helpful to my position as Secretary of State. I would much 
rather not discuss the question of universal military training. 

I will say I have very definite feelings on the subject, and I will 
add this much, that it is not a question of what you can afford to do. 
In n1y own view, if you do not do something like that you cannot later 
afford what you are going to be forced to do. It is an economy and 
not an expense. 

l\1r. 11ANSFIELD. I was very interested in statements made by 
~ir. Thorp about this proposed country by country break-down that 
we are going to receive Wednesday. I am looking forward to it with 
a great deal of interest, and I know all of the other members of the 
cornmittee are. 

One thing that struck me as a little odd was, I believe, Mr. Thorp's 
statement to the effect that as far as Luxemburg is concerned it might 
be a matter of both grants and loans. Is it not true that Luxemburg 
is the seventh greatest steel producer in the world, and is it not true 
also that the steel industry in Luxemburg is financed to a large extent 
by outside capital, and is it not also true that there is certainly no 
deficiency in the steel market throughout the world at the present 
time, and if those things are true why should grants be extended to 
Luxemburg? 

Secretary MARSHALL. Well, can you not let Mr. Thorp answer that 
on 'V ednesday? 

:\1r. 11ANSFIELD. Very well. 
ccretary MARSHALL. Thank you. 

~Ir. l\fANSFIELD. Is western Germany to be considered under the 
European recovery program as a unit, and are its resources to be used 
in the rehabilitation of western Europe in general? 

ccretary MARSHALL. The American and British and, I think I am 
safe in saying, the French occupation zones are going to be part and 
par 1 of the European recovery program. 

Y u sp ak of Germany's resources being applied to Europe as a 
whol . Certainly, Europe is, at the present time, desperately de­
pendent on coal from the Ruhr. 

Great fforts arc b ing made to produce more coal in the Ruhr, so 
a .. to increase the allocations of coal that are needed in the rehabilita­
tion in Europe generally. 

There exi ts concurrently the problem of rehabilitation of the 
.Amcri ·an occupi d zon and th British occupied zone, so that they 
will b elf- ustaining and not dependent on us for funds to meet their 
drficit in the necessary imports of food and so on. Germany is an 
c._ nt,ial factor in the economy of Europe, and n1ust be tied into this 
general program. 

l\1r. MANSFIELD. In my opinion, Mr. Secretary, it is probably the 
most cs cntial factor in the re 'Onstruction of western Europe. 

ocr tary MARSHALL. You might say it had been the heart of the 
great industrial d v lopment of Europe in the past. 
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Mr. MANSFIELD. I am wondering if some effort will be made to 
stop the dismantling of some of these plants to aid in the processes 
which go with this particular proposal. 

Secretary MARSHALL. We are obtaining those detailed data regard­
ing the plant situation at the present time, arui they \vill be submitted 
to your committee. I have already made a statement before the 
Senate Foreign Relations Committee regarding those plants so that 
you gentlem.en can have an opportunit~v to vie v all facts in the case 
and determine your own reactions in relation to it. 

The matter is complicated by tho fact that we want a self-sust ainiug 
Germany, and 've want the output of production from Germany 
that is essential to the economy of Europe. But \Ve do not want 
to create an industrial Germany that \rul be a menace-a menace in 
a military way-to the future of Europe. Another complication is 
the feeling of the people of France, in particular their extreme sensi­
tivity to anything done in Germany \vhich in their opinion some years 
hence might lead to another tragedy for France. 

There you have the reaction of a population and its tremendous 
effect on the political leadership of the Government, and its effect on 
everything we undertake to do in connection with the industrial 
rehabilitation of Germany. 

It cannot be ignored. They have had a tragic past. They admit 
that there must be a rehabilitation of Germany, sufficient to m.al-e 
it self-supporting, and particularly sufficient to assist the general 
economy of Europe. However, they find it difficult to agree with us 
and our staff as to just how that is to be done, and to what degree it 
is to be done, because they entertain very real fear . We may di putc 
the logic of those fears, but we cannot dispute the fact of the fears. 

We are also confronted with a very real relationship in this matter 
with other countries. That· holds good vvith r .spect to some of the 
satellite states, Czechoslovakia and others, who have sufferrcl in the 
past through German military actions. In connection wiLh thc~c 
plant removals we not only have the revious agreements that wcr 
made, but we have the fears, if \vhat they consider an excess numb r of 
plants arc left there. There is our desire to make GP.rn1any, as (jlJicH~r 
as possible, solf-suRtaining, and our desir under the European rocovrry 
program to rehabilitate the economy of Europr a. q uie] ly aR possihlc. 
From that comes the feeling that this plant or that plant or thr other 
plant might well assist in such a rehabilitation. 

When you turn to the local situation-General Clay spceifically, 
for 'nstance-and the British, some.what in the same position, t, .err. 
is an intense desire to settle tle matter forthwith, in order to get tho 
economy organized vith a fa.ir degree of permanency. All of theRe 
complications are not readily adjustable to a solution agrreahlc to 
al1. That is a rather lengthy statement, but those matters arc all 
involved in your question. 

~1 r. MANSFIELD. Thank you. 
Chairma,n EATON. J\1r. Merrow? 
Mr. MERROW. If the Soviet lJnion should desire to talro W rstrrn 

Europe by force, what could the countries in W cstrrn Europe do ahout 
it, or what could 'vc do about it in our ovvn inad quate state of pre­
paredness? 

Secretary MARSHALL. Of course, that would present a terribly 
critical situation. The countries of Western Europe arc, in the main, 
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ill-prepared for a resistance. A great deal would depend upon the 
reactions of the populace, and their support of the government in 
its efforts to meet the crisis. It \\rould require on our part a re­
consideration of our entire foreign relations and our entire foreign 
policy, and I would prefer not even to predict at the present n1oment 
just what. the action of our Government might be . 

... ir. ~ fERROW. "\Yill they be any better prepared in Western Europe 
after this plan has been in operation for 4 years to resist such an 
C\.,.entuality? 

'ccretary l\'1ARSHALL. I would say certainly in morale they ·would 
be b tter prepared. I would say also that the possibilities for such 
an occurrence would be n1ore remote as the prosperity of Europe is 
re tored . 

... 1r. 1\IERROW. I am asking these questions because I think there 
i an important principle that should be considered in connection 
with this principle which we are dealing with here today. 

In the first place, \Ve are talking about the rehabilitation of the 
econon1ies of the countries in Western Europe, and we propose to 
rehabilitate those economies over a period of 4 years in the hope 
that the various countries will not go communistic. On the other 
hand, there is an equally important principle in foreign policy, in 
my opinion, and that is adequate preparedness on the land, on the 
sea, and, more especially, in the air. 

It would seem to me that the plan under discussion would amount 
to pouring billions of dollars in to Western Europe in the next 4 years 
without adequate air-force protection for the investment. 

I wonder if you \vould be willing to comment on that. 
Secretary MARSHALL. That has so many facets I would rather not 

discuss it. 
l\1r. MERROW. One thing more, Mr. Secretary: We have seen a 

good deal in the paper, to pursue this a little further, about a 70-
0TOup air program which, according to the Air Force, is the irreducible 
mininntm of air power that "\Ve should have. 

According to my information, we would have to have a supple­
mental appropriation of $500,000,000 for the present fiscal year, and 
an appropriation of $6,000,000,000 a year thereafter for each fiscal 
y •ar ior u, period of 4 yc3,rs to obtain that minimum. The number of 
fir t-line plan s in the 70-group program being between 6,000 and 
7,000, and the reserves of about 8,100. 

Tow, if that is the irreducible minimum for safety, it "\vould seem to 
Inc that we ought to give consideration to the principle of preparedness, 
nlong 'vith this principle about which we arc talking today. If ':Ye 
sp 'IHl $16,000,000,000 or $17,000~000,000 in the next 4 years In 
" )s t )rn Europe, those countries have been enriched to that extent, 
and th reforo they are greater prizes for any aggressor. . 

So it would be very difficult for me to go along with a plan of this 
type unless we have adequate air power so that our will \Vill be 
re p )cted. Otherwise, it seems to me we are throwing the money 
away. 

• T tary MARSHALL. I rlo not sce.it quite that ·way, sir. I think 
th · chan cs for warlike turbulence in Europe bccornc more rcrnote as 
bu rope becon1 s stabilizul. I do not think there is a thr at along 
th • line that was indicated in your statornent. I think nu,turally that 
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we have to be strong for some years to come, and I am intensely 
interested that we find a way to do it that is not ·wasteful of our funds. 

This program we are proposing is designed to create a situation 
which tends to stabilize a great area which is now in a state of economic 
weakness. Weakness easily leads to greater turbulence, which might 
in turn lead to something much more grave. We are not proposing an 
aggressive program, in one sense. We are not proposing specifically 
a defensive program in that sense. We are proposing a procedure to 
stabilize conditions in Europe, and by the very definition of the word 
I think the result would be to promote peace rather than to create a 
situation which would be more likely to develop a war. 

Mr. MERROW. l\1r. Secretary, I have long been in sympathy with 
the principle you have stated, but what alarms me is the statement 
made public only a few days ago by the head of the Air Force that 
the Soviet Union has three times the fighting planes that we have. 
In the recent bill reported by this committee for interim aid was a 
table showing the military strength of the Soviet Union on the land, 
which is tremendous. 

N QW, in view of what has happened in the past few months it would 
seem as though aggression is on the march again. Whereas I am for 
helping to stabilize western Europe, it would seem to me that if we 
do not have security at home, and are not adequately prepared, we 
are dissipating our funds. 

In other words, we are building those countries up; they will be 
rich prizes for an aggressor. If we should go along for 3 or 4 years 
spending money in vV estern Europe, and do not develop an air force 
that could make our will felt around the world the time may co1ne 
when the 16 nations will be overwhelmed and we can do nothing 
about it. In this event we have poured out our money and have lo tit. 

Secretary MARSHALL. I can only repeat what I said: That the 
more quickly the European situation is stabilized the less likely is 
the aggressive action you have indicated. 

At the same time, I would say as Secretary of State that it is very 
important that we maintain our military strength. I think it is very 
important that we find the most effective way of doing it, and not 
the most wasteful way. 

Mr. MERROW. Thank you, Mr. Secretary. As I have said, I an1 
for the plan in principle, but I would like to see at the same time the 
amount of money that is necessary. If we proceed along that line 
then I think we will have the respect for our will around the world, 
and the money you would propose investing in western Europe will 
be protected if we have a strong air force. Otherwise, it will not be 
protected. 

Chairman EATON. Mr. Colmer? 
Mr. CoLMER. I have no questions. 
Chairman EATON. Mr. Judd. 
Nlr. JuDD. l\1r. Secretary, as I r ad all ih data that ha been sent 

up and the various reports, it appears that these roque ts fro1n Euro­
pean countries are based on an atten1pt to restore then1 to tho genern,l 
industrial and living standards they had in 193 ; is that right'? 

Secretary MARSHALL. I do not think it contemplates a living 
standard on a par with 1938 at the nd of 4 year . 

1\tlr. JuDD. But it does conten1plate industrial or production stan l­
ards of that level? 
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l\1r. THORP. I think that is correct, in terms of their original re­
quests. That is, their requests would have brought them back to 
standards of about 1938, but those requests have been somewhat 
reduced in the screening and, therefore, as a result of the program 
that is being put forward here it would leave them below the 1938 
level. 

11r. JuDD. Are you speaking of industrial standards? 
~'lr. THORP. I am talking in standards of living. I refer to terms 

of production, however, and say it would be above the 1938 level. 
~1r. JuDD. How much above? Do you have that figure? 
~{r. THORP. I think rather than to make a quick statement, I 

woUld rather work that figure out and supply it to you later. 
:Nlr. JuDD. It would be different for different countries? 
l\1r. THORP. It would be different for different countries and 

different for different segments in the economy. It might average 
in the neighborhood of 10 to 20 percent above. 

:Nlr. JuDD. Is it true, as I have heard said, that in the Paris Con­
ference no country was permitted, and the group as a whole was not 
permitted to exa1nine the figures and requests submitted by any other 
country? 

~1r. THORP. No; that is not correct. What happened was each 
country submitted its own initial figures, but there were technical 
c01nmittees which took the main ite~ns and studied them as a group. 

l\1r. JUDD. For example, could you have Swedes and Frenchmen 
and Englishmen examine Italy's requests or the requests of Switzer­
land? 

l\ir. THORP. There were representatives from these countries on the 
committees. There were members representing the local picture, and 
they came up with their total estimate. 
~~Ir. JuDD. So you think that their requests really were just to 

restore them to approximately 1938 or the levels you have mentioned, 
and not considerably in excess of that? There have been adequately 
you think, adequate collection and examination of figures, and they 
are not excessive? 

Secretary MARSHALL. I am sure that they have been collected 
hero in \Vashington, and we did find it necessary to make some re.duc­
tions in the figures that were requested in the CEEC report. 

l\lr. JuDD. One of the reasons I brought that up was because of a 
letter I have received from a member of the Griswold Commission in 
Greece, a n1an of absolute integrity and wide experience. His letter 
reads as follows: 

Today we are trying to put th final touches to a screening of the Greek Marshall 
plan reque. ts and after witne sing in general. the way .it has been necessar~ to 
come up with some figures I feel compelled to mtercede m behalf of the Amencan 
taxpay rs. 

Uene 'lay, of the Public Finance Divi ion of this Commi sion, is leaving Sunday 
to appear before the proper committee on the subject and has made a heroic 
cfforL to analyze the Greek requests, and it is quite probable that the data coming 
from him will be more realistic than from many other countries, but surely the 
firrurc · ar the maximum amounts which the people of this country could conceiv­
ably ab:-;orb into their economy, and I am of the opinion they are much too high 
and in some in tanc would result in a disservice to these folks. There is a 
rather rigid limit to the tandards of living which can be supported over the years 
by even the greate ~t ffort of Greece. The general character of its farmir~g areas 
doc · not recommend a mechanization, which in turn would greatly mcrease 
for 'ign-exchange req uircments for repairs, fuel, etc. 
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I honestly do not believe we should attempt to impo-e we. tern standards or 
the hope of achieving them on a co ntry which impl never can support them. 
Too much of the }far.shall plan planning, it eem to me, is predicated on every­
one being elevated to we tern standard~. 

That is the impression I haver ceiv cl a good many time : That 
some of our people are trying to raise t.he1n to our standard", ancl if 
,,-e get them up there by 1952, and then \yithdre\ -, they cannot po­
sibly 1naintai ... t l1emsclves at such a leYel, and they 'yill go down with 
greater chaos an<.l confusion than if \YO had not raised them o high. 

1fy question is, Are ·we being realistic in the stimates ·we are pro­
posing for investment and assistance to those countries, or are the 
estimates too often in terms of \Vhat \Ve \vould like to have rather 
than in terms of \Yhat is possible in son1e countries? 

Mr. THORP. I think the estimates represent the be t efforts of th 
executive branch of the Government to estimate vvrhat might be called 
the minimum assistance which is necessary to bring these countries 
back to something in the neighborhood of the prewar level. Also, to 
provide them with a balance, for the balance of payments. Of course, 
the reason tho industrial production has to be above prewar is to off ct. 
the loss of invisible income, and they \vill have to have that o.·tra 
production for the purpose of export, in order to get the import they 
used to pay for from invisible income. 

Secretary NIARSHALL. I think, ~Ir. Judd, from my own point of 
view in that matter, the best protection V\"e have again t the ideali tic 
procedure you indicated is the number of people ,,-e have had involved 
in the investigations. 

It is possible that they may have erred in the idealistic direction, but 
to me it is hardly conceivable. There were too many hard-headed 
people in business a.nd in economics and other matters involved in 
this program. They were consi loring the \vholo world situation, u 
well as these particular areas. It \Vas not a small group. It was not 
a little, completely absorbed group that had "localitis" in their own 
activity. There was a large number of people, and many businc 
people and economists and similar experts along that lin . 

That, I think, is our best protection again t going idealistic. 
1\1r. JuDD. I would have more confidence in it if the screening had 

been clone, or was being lone, by other Europ ·\ans. I thinl- th \y 
would be in a better postion to scale c ch other down than w urP. 
They arc more realistic. That is the rca on I a k d the qtwstion n 
to whether there had been careful screening in U10 Pari· confPrcncc 
of each country's i-igures by other European count.rieR. 

Secretary 1\IARSHALL. You usc the word "cun\ful screening." 
That would require some definition. 

The CEEC ·was an organization that wa ntircly n w, nJmo t 
\Vithout precedent in the \Vorld, and an organization that had only 
a limitPd number of weeks \Vithin w·hich to operate. \Ve hav tnl' ·n 
the CEEC report and have had a large numb \r of p ~oplc, c.·pcri need 
people, I will say, rather than xp rt , go throuO'h it. 

Th re have been a great many convcr utiou and discu ions with 
portions of the CEEC committee, and finally we have con1 to certn,iu 
conclusions. 

It was not to be expected that. an entirely nc\v organization of 
that kind, and an organizati n of ov r ign nation at that, could 
undertake the screening proce s that. we turn loo \ on our own ~internul 
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affairs here, before ·we bring them up to Congress, and vhere you 
gentlemen frequently think we have done a very poor job of screening. 
\Ye go through a screening process within our O\Vn operation, and then 
we go through another screening process before the Bureau of the 
Budget, and then we present the matter to Congress and there is still 
more screening done. 

"Tell, that was not to be expectell in this European organization; 
certainly, not in the first 2 or 3 months of its existence. Particularly 
where some countries were very poorly organized and were in a very 
turbulent state, which would be notably the case in Greece. 

1Ir. JuDD. In the next paragraph, this gentleman says: 
Just ye terday a most significant remark was made to me by the chairman of 

the Greek Marshall Plan Committee as follows: "As long as France, Italy, 
En~land, and other~ Bre endeavoring to obt ain for themselves more than their 
-hare of the l\larshall plan funds we must make our requests on the same basis." 
That thi~ is being done generally is too obvious for comment but recognizing it 
we ' till find outselves hard put to screen their requests. Here we find that sta­
ti tical information is too often compiled to prove a contention and not to disclose 
factual conditions. vVe have been compelled to mistrust their figures and, of 
cour ·e, it discredits their case from the start. • 

He is on the ground, he is sympathetic. He is doing his best, and 
yet he sees at the time he sends in his report that he cannot fully trust 
the figures. 

~1r. THORP. 11ay I add some facts to that story, Mr. Judd, because 
you gave a reference to the time when a man took a trip. I a1n able, 
hcrefore, to distinguish approximately the time when this letter was 
rritten. 
The Greek deficit included in the CEEC report is for $510,000,000. 

As a result of the screening which took place here in this country by 
the various committees it was quickly recognized that the Greek figure 
was excessive. It was realized to be a high figure, and the deficit 
which is included in our report is $157,000,000 less than one-third 
the amount that is described in that letter that you are reading. 

So I do think that at least that was caught in the screening by the 
executive branch, and I think we have to consider this no-vv in terms 
of a suggestion of $157,000,000, as the quantity of the deficit for 
Greece, rather than the $510,000,000 which was originally suggested. 
~1ay I say one other thing, and that is that the original requests 

from the various countries, coming into Paris, total din the neighbor­
hood of $29,000,000,000, and they screened that, themselves, as you 
probably know, down to approximately $22,000,000,000, so there was 
screening done in Paris by the countries themselves. 

, ccr •tary l\1ARSHALL. You n1ade several references, 1Ir. Judd, to 
their putting in larger figures in order to trade and get a better position. 

0 111 body was getting thi~. so tl c~y \vere going to get that. 
\ 11, I would not say that ' "'ras pnculiar to Greece, and I w·ould 

not say that was totall)r due to tl1c· fact that it was a Government 
that was in very hard circumstances. I have heard that story right 
hen· in vVashinoton many times. 

~Ir. tTUDD. I was wondering if you had done to then1 what the 
ongrcss fn•qucntly does to you. · 
It is very important that ve be able to defend the figures before the 

people, with relation to the level it is attempted to r store, and the 
r alisrn of the figures as a means of restoring that level .must be 
unassailable. That is, they cannot be torn to pieces. 
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Now, assuming we are agreed on our objectives and have hard­
headed estimates, this matter of administration comes up. How 
can we do it? This particular American in Greece had a comment on 
that. He said-

It would be my earnest hope that this plan would be divorced from the Army 
and from the State Department, except that they be subject to draft by the 
administrator, as would other Government agencies. The State Department is 
not an efficient administrative agency, and the Army is too expensive. I hope 
the finest business administrative brains can be called upon to do the job without 
the strangulation which accompanies Government operation and its inherent 
red tape. 

On this question of administration, and saying that it should not 
be independent, because it is tied in so closely with foreign policy, 
is it not true that this plan is tied in just as closely with domestic 
policy as it is with foreign policy? 

Secretary MARSHALL. Yes. 
Mr. JuDD. And that when whoever is at the head of it brings his 

requests to the Cabinet, they involve not only you, as Secretary of 
State, but they involve also the Secretary of Agriculture, the Secretary 
of Labor, the Secretary of the Interior, the Treasury, and the ecretary 
of Commerce; that is, it is a great deal larger than just a foreign-policy 
measure. Is that not true? 

Secretary MARSHALL. That is true. 
Mr. JuDD. Is that an additional reason why it must not be tied 

too closely to the State Department? 
Secretary MARSHALL. We are not tying it more closely to the State 

Department than it is tied to the Department of Agriculture and the 
Department of Commerce. The law is already perfectly clear regard­
ing those two agencies. It is not perfectly clear regarding the tate 
Department. So no reference is made to the Department of Agri­
culture and no reference is made to the Department of Commerc , as 
such, specifically, because the Cong-ress has provided th pecifi law 
that define their responsibilities. The Administrator has to oprrat' in 
accordance with those laws, which means he must deal with l\1r. 
Anderson who is responsible for the allocation of food tuff b twrcn 
the United States and overseas. He must act in coordination ""·ith 
Mr. Harriman, because he, by law, is charged with th re p n ibility 
in regard to commodities other than foodstuffs. 

The State Department's responsibility is specifically rnentioncd 
because it has not previously been define l in unmi takable trrrn . 
As I read you this morning, there hav been two Executivr ord \r on 
th subject which ha.d been wholly ineffective, and this is to eriou 
a matter to leave up in the air. It i basic how you place thi orgn.n­
ization in government. Had there already been a very specific elrar 
law in r gard to this particular issue there would have been no nee<'. ity 
for having the matt r brought up in this mn.nner, but there wa not, 
and we had already two very definite failures. It is too erit.icnl a 
procedure to leavr in a questionable statr. 

Mr. JuDD. Then this Admini trator ha to have for thi Prnerg<'IWY 
practically Cabinet status, does he not, in that h nru t pre 'nt hi 
requests and program before th whol abinet? 

Secretary MARSHALL That i right. lie is in contact with alrnost 
evrry one of them, and s veral of th 111 in In d tn.il, in t.lw principnJ 
activities in which he is concerned. 
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11r. JuDD. And he must have a carefully defined status such as, 
for example, you had as Chief of Staff of the Army. The Army and 
the Navy are also instruments of foreign policy. But once the foreign 
policy has been determined-say, war with Germany, the Secretary 
of State could not determine what you, as Chief of Staff, do in 
achieving that foreign policy objective. You ran the Army. 

Secretary MARSHALL· That is an overstatement. 
11r. JuDD. It would have been bad for the country, not to mention 

yourself, to have had you as the Chief of Staff, tied too closely to 
the Secretary of State, or any of the others, in carrying out the specific 
job that you were an expert in, qualified, trained, and ,specialized to 
handle. We need exactly the same sort of a set-up for this job with 
an individual specialized and qualified for it, and with as carefully 
defined and unrestricted powers for the job as you had as Chief of 
Staff for your job. 

Secretary MARSHALL. For example, when I 'vanted to ship supplies 
during the ·war, and I wanted to do it quickly, I was in a continuous 
battle with the State Department because they wanted those ships 
to continue in the South American trade. I wanted those ships to 
take troops and materiel in certain directions. The matter was not 
settled in a day, and sometimes not in a month, and sometimes not 
in 3 months. I had to do business with that agency of the Govern­
ment which was involved in foreign relations, which in this particular 
instance pertained to all of Latin America. I was just as impatient 
as it is possible for an individual to be and not give away to it. I had 
to transact business in that way. · 

That same matter was projected into North Africa. You may 
remember, we had quite a time about North Africa. AlsoJ in the 
Far East. In all those things, the Secretary of State performed 
certain functions. I could not usurp those functions, and I was not a 
free agent to disregard them. 

The same considerations apply here, only it is a very clear-cut case 
in this instance. I think because this was not defined in existing 
laws, it has become very much accentuated, far and away beyond what 
will actually happen. There must, to my mind, be no misunderstand­
ing about it because in the past, where the language seemed to indicate 
to me a very good arrangement, in practice it proved not effective. 

This particular issue is too far-reaching in its effects. I feel the 
reaction that comes into most of these discussions is the feeling that 
bureaucracy- meaning Government- is ineffective. Business is ar­
gu d to be dynamic and to get results and have no red tape. 

\Veil, it certainly can cut across a lot in many ways, and at the 
same time it gets involved very heavily I find sometimes in red tape. 

By the very rules you gentlemen lay down, and of which this par­
ticular draft of a bill is a good example, matters come forward that 
introduce a great many complications in actually framing a bill which 
will meet the situation. That is government. That is inescapable. 

In our Government, we have a great deal of that. I have struggled 
with red tape most of my life. I have been generally on the receiving 
end, but in later years sometimes on the cutting end. However, I 
will say this- I do not know that it has a direct application- it 
tak s more knowledge and skill to cut red tape than any other par­
ticular endeavor I know in government, because you get into difficulty 
1nore quickly without realizing what the complications arc going to be. 
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The State Department is ·well known as having never been an 
operating agenc.y, an ordinary admini trative agency. I am well 
aware of that. Also there has been a great deal of clamor about 
matters of protocol. Proponents of. other orgar).izational set-ups are 
thinking of protocol ·when they decide that the Department should 
have no dead hand resting on this vibrant administrator. 

I am n1ost anxious to see a very efficient a ·lministration of this 
affair and to have a man at the head of it ·who knows ho·w to do 
busin~ss and how to get results. Also, I hope he \vill be one of wse 
rare individuals w·ho has those qualities and still can get along with 
people. People like that are ~ather rare. '-. . . 

I think there has been cons1ilcrahle exaggerav1on 1n the re tion to 
this matter. The feeling of the Congress, on the one hanc, is that a 
great deal is being asked of them, and, therefore, they ~va:1t to sec 
that it is very properly controlled. On the other hand, t wre 1s present 
the feeling that ordinary agencies of the Government are not as 
efficient as modern business. Well, Govenuncnt agencies operate 
under the many and complicated la\vs that are passed by the Congr . 

l\1r. JuDD. l\1r. Secretary, do you· feel there would be any benefit 
in this Administrator-assuming \Ve have a singleheaded authority­
having an advisory committee-but not in the sense t 1at there were 
so many advisory committees during the \var who \Vcre merely ad ised 
as to what had already been decided-an advisory conunittee of 
representatives of industry, commerce, agriculture, labor, and so forth, 
who would have, defined, in the law, sufficient authority so that if they 
thought that the Administrator \vas unduly under the influence of 
the Secretary of State, or somebody else; or th Secretary of Agricul­
ture thought he was unduly taking things from the Ameri an fann r, 
that they would have the right to appeal to the President o rer the 
Administrator, in exactly the same \Vay as we have provided in the 
unification bill. vVe have one Secretary of National Defense but ·o 
provide specifically that the Secretary of the Army and the S ·cretary of 
the Navy and the Secretary of tho Air Force can nppo l over his h 1 Ud 
to the President if they feel that there is not proper balance in hi 
handling of affairs. 

This whole thing is so involved and it can n1ean so rnuch dmnage to 
our economy if it is not well handled that I a1n sure this i the f,;l' ·dt~' t 
objection or question to most people, whether we CL 1 get a rn •chani 1 1 

that will operate efficiently and still not have such power as to throw 
us off balance. 

Secretary 11ARSHALL. I think what you are proposing, 1 Ir. ,Judd, 
·would so limit the n1an that he 'vould be uudor too much restr int to 
be able to do a good job. 

Here is what I think will happen if we go ahead u.t all in k oping 
with the proposed bill: The in lividual concerned will have to vor \: 
1nost intin1ately ·with the Secretary of Agriculture and tho .,c ·reL ry 
of Commerce, anJ. more intimately with 1n , but 1ny is uos, I l1inl 
and I hope, would be infrequent, rather than con tant.. 'l'b \ S • ... _ 
tary of Con1mcrce and th Secretary of Agricult rr) would he involvcJ 
a good part of the time; and the National Advisory Uouneil i au t.h •r 
group he will have quito a bit to do with. 

Beyond all that, is the fact that that in 1ividual inovitahl.v will he 
held acCOllntable, by the Congre~s a.:.~ rcpr \ on ted by t 10 co nn1itt ·c , 
for how this affair is proceeding. ~you have it in your power to c· 1l 
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hin1 up to testify. That will probably have a more restraining 
influence along the line you have just spoken of than anything else, 
and that n1ay have so n1uch of a r('straining influence that it \vill 
mal-e the matter too difficult. Ho·wever, you cannot avoid that, 
that is a part of the Governinent. That is the ·way \Ve are organized, 
and that i · the va.y it \Vill proceed. There \vill be great restraint, 
because the Adn1inistrator, personally, will have to appear anrl testify 
to his action along this line, or that line, and that involves him in his 
relations with 1ir. Anderson, his relations to 111r. I-Iarriman, his 
relations \vith the National Advisory Council, and his relations \Vith 
Ine. So he is in a difficult position. 

('"ow suppose you add another committee. Apparently the one 
you are referring to is somewhat of a check on him, rather than as a 
protection for him. 

I am ver.v nn1eh inclined to think that would impose just another · 
confusing limitation. The conditions of Governn1ent are such 
that _he is involved in these contacts from which he cannot escape. 
That is difficult. It is very hard to get a great business executive who 
i , by all the processes of individual enterprise and free enterprise in 
this country, a rather supreme individualist, to come into the Govern­
Inent and accept certain frustrations that are inevitable in the dealings 
with th ~ Government. Yet that is what has to be done here. There is 
no other course possible. 

I think it is quite essential to have in mind what these difficulties 
are going to be. They are going to be many. We must also consider 
the restraints, not only of those contacts as provided by law, but that 
are imposed by the necessity of reporting up here to Congress and 
answering all the questions that will be asked of him in detail, regarding 
each activity. There will be many letters, such as you have just 
read, which will provoke a certain line of investigation and upon 
which he will be called upon to make the reply. At the same time 
he is conducting a tremendously complicated agency. 

11r. JuDD. I \Vould like to ask you a question along a different line. 
There is no question but what some of these 16 European countries 
haYc been doing very much better individually in the last 6 n1onths, or 
4 months, than I think most people anticipated might be possible. 

Arc they doing as well collectively, as a group, would you say, as 
some of them are individually? 

Secretary 1fARSHALL. I hardly know how to answer that because 
the group action is only represented specifically by those sessions 
that u,rc presently going on, particularly between France and Italy, in 
r la tion to both the nwn tai;Y and the customs union. Discussions, I 
thinl-, arc now getting under way on the Scandinavian Peninsula. 

Th indiviclun.l act.ion, has been most encouraging, and I think 
it i v ry lu.rgely the result of the psychological impact of some hope 
of proc duro . 

... 1r. JuDD. Do you think it is primarily the result of hope of help 
frmn us rath r thm , for example, the bu,d behavior of the Comn1unist 
minorities in certain of those countries? In other words, is it due 
m rc t · the successes of our side, or to the blunders of the other side? 

Perhaps, not blunders, but a disclosure of their real obj ·tivcs? 
S ·rotary MARSI ALL. I thinl- that last has hardened all of these 

c untrics into the nc ssity of finn action on their part. Vhere their 
overn1ncnts have taken strength fro1n the results of the efforts to 
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sabotage them, there has developed a stronger Government with a 
more definite purpose and with a more definite intent to go forward. 

That is particularly the case where these great strikes were fomented. 
When they came out of that successfully, in preventing a general 
strike, they came out \Vith a much firmer purpose to go ahead. 

Mr. JuDD. Is it also true that they are getting a good deal of infor­
mation in western Europe about what has happened to the peoples 
behind the iron curtain, which also hardens them? 

Secretary MARSHALL. I could not say as to that, sir. 
Mr. JUDD. There is a further question I am troubled about: Do you 

think western Europe can ever be economically self-sustaining, if each 
of those nations remains a separate economic unit? 

Secretary 11ARSHALL. That is a rather technical question. It 
would be hard for me to answer it with my training. They were able 
to maintain themselves in the past. There have been a great many 
drastic cha.nges in the world situation, but most of those changes 
apply, we will say, to England rather than to the continental countries. 
England is so dependent on imports, which makes this drastic necessity 
for a tremendous export program, particularly with her limited 
overseas investments on which to call as a source of invisible income. 

The industrial productivity of the Ruhr has a relationship to the 
whole economy of Europe. The relationship of the Silesian coal fields 
is very important. 

Mr. JuDD. Europe was not self-sufficient even when she had eastern 
Europe, which is largely the surplus area, and the deficit area is 
western Europe. I have grave doubts that even if this recovery 
program is well administered, and we put in plenty of money and 
make our very best effort, they can still succeed in becoming econom­
ically self-sufficient, unless they take vigorous steps to reduce trade 
barriers. In this country we are made up of 48 political units, yet 
we are one economic unit. There are no barriers at State lines. 

Secretary MARSHALL. I think I can agree with you as to the degree 
of initiative required. They have made a beginning, which is a rather 
·historic move, and I am hopeful that it will develop still further. 

The problem in my own mind is whether or not the necessity be­
comes so drastically clear as it was last July and August. I am 
hopeful-the beginning having been made-that many commitments 
and agreements can be gradually worked out which will make it 
possible for them to overcome the deficiencies of their situation under 
present conditions. 

Mr. JuDD. You will agree that we cannot do this without weakening 
ourselves, putting great strains on ourselves, and therefore it is hard 
to ask the people to weaken the United States even temporarily unless 
they are reasonably sure that out of that effort will co1ne a conlpcnsat­
ing increase in the strength of the free democratic peoples. 

Secretary NIARSHALL. I think that is about it, sir. I do not like the 
word "weaken," because I am inclined to believe thai we arc not 
going to weaken ourselves. 

J\1r. JuDD. If prices go up it weakens our economy. 
Secretary MARSHALL. If that continues, of course you get into a 

very serious situation whether you have the European recovery pro­
gram or not. 

Mr. JuDD. Over on your last page you ay: 
The United States is the only Nation today with the strength to lend vital support 
to such a movement-
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and surely that is true. But the United States cannot carry on this 
kind of a program long, and the world will hate us certainly if we 
continue indefinitely to be w·orld nurse and policeman. 

Is it not true in a sense that really, about all this effort does is buy 
us some time, and buy them time, in which to move ahead into a 
better world organization which hereafter can carry such loads? 

In the emergency this job must be done by us because we are the 
only ones having the strength to do it. I am asking if your Depart­
ment, or the Government, has in mind anywhere in the near future 
our country initiating steps to reform or amend the United Nations, 
or revise the United Nations' machinery so that it, over the long-term 
periods, can do this which we are called upon at great cost and effort 
and risk to do ourselves, now? 

Secretary MARSHALL. Having brought the United Nations into it, 
you have given me a pretty large order. It is certainly our hope, 
and it is certainly my intention-and I was chairman of our dele­
gation to the United Nations Assembly meetings-that we would 
develop along lines which in the future would make it possible for 
a situation like this to be met by the United Nations rather than by a 
nation like ourselves having to take the steps that we have taken, or 
are contemplating taking now, in order to put the situation in order. 

This program is not aid, in one sense. It is a constructive proposi­
tion, with a constantly decreasing obligation on our part. 

In other words, if all goes well, if it can be carried out as we visualize 
it now-if unexpected circumstances do not intervene to make it 
more difficult-we will be out of the woods by the end of the fourth 
year. Now, beyond that is the question you brought up as to whether 
or not Europe can, under its modern conditions, be self-supporting. 
I know perfectly well we cannot continually help indefinitely and 
t.hat they will have to maintain themselves on their own part. 

As to the United Nations, that is in growth, and I hope, will develop 
to full growth. We took certain steps at this last meeting to try to 
improve the situation, to try to build up· an organization that could 
undertake problems such as this, but long before there might arise the 
ituati n in which Europe now finds itself. There must be continual 

evolution in the functioning and in the development of the United 
Nations. 

I think we are inclined to be impatient. There is most certainly 
a desire to see a more effective organization on the part of all of us, 
and it is as strong with me as it is with anyone else in the country. 

I recognize it is a long, tedious process to have fifty-odd nations 
reach basic agreements. The fact that we did get as far as we did 
recently, to me, is very encouraging. The gaps in tho procedure, 
and the "flies in the oint1nent," are evident to all of us; but we did do 
certain things and took certain steps whi0h I hope later will receive 
gen ral confirmation, as a greater degree of trust develops an1ong 
nation . This lack of trust is our great trouble at 1.he present time. 

lVIr. JUDD. But it is still true that the United Nations in its present 
strueture is so constituted that one of the big five, if it so chooses, can 
block recovery and put us in the spot we arc in now. For two years 
and a half one nation has blocked recovery, and forced us to carry this 
load. Therefore, must we not use tho time we purchase in this ofiort 
to o-ct that road block out of there- with Russia, if pos iblc; without 
her, if necessary? Otherwise we 1nay get over this en1orgency, but we 
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still do not cure the situation. We do not set up a mechanism thnt 
can cure the situation. 

Secretary 1fARSHALL. I would say, in answ·er to your statement 
Mr. Judd, being put in the position 've have been, and carryino- out 
the ·action that is proposed, ~e 'vould .. greatly strengthen the situa­
tion. We would greatly strengthen the United 1, ations by our ac­
tions. We would create a situation \Vhere there 'Yould be more firm­
ness of purpose and more general accord in that purpose toward the 
end to ·which we all aspire. 

I think it is imperative for us to try to keep the organization growinP'. 
Mr. JuDD. I wish you Godspeed in that. o 

That is all, Mr. Secretary. 
Chairman EATON. The chaiTman \vould like to st te that we hope 

to get through with the Secretary today. In other ·words, to do that 
we would have to stay here until 5 o'clock. 'Ve hav-e four more very 
distinguished members of this committee who V'"oulcllike to i..TJ.terrogate 
the Secretary and unless there are some reason 'vi th 'vhich the Chair 
is not now familiar, I would like to suggest that these four eli tin­
guished gentlemen lean to mercy and conoun e the hour between then1 
so that all will have a chance. 

Mr. FuLTON. , We have already agreed to that umono- ourselves. 
I wanted to point out to the Secretary that your coming before thi 

committee is in a different capacity than in con1ing before the 'enate 
committee. 

You, I believe, appeared there testifying to a specific bill, which 
was the same bill as H. R. 4840. . 

According to a motion passed by this co1nmittee, you arc not 
appearing on any particular bill. You are appet.:ring on thi bill, 
partly, and on the Herter bill, but chiefly on the forming of n, Tnitcd 
States foreign policy for postwar re overy. The generality of 
the questions here are directed tovvard the formation of a policy by 
this committee , which may or may not be the same as the State 
Department's policies and '~hich may or may not result in an inde­
pendent bill being offered. Did you understand that that was .he 
case? 

Secretary l\IARSHALL. Not as clearly as you just expr sscd it. 
Mr. FuLTON. If that is the case, I '"-ould like to as}- you, th n) ho\' 

this particular European r co very plan of which you spcuJ- fits into 
a world recovery plan. Have you been pproached by nwny nu t.ion -
for example, from the Far East-£ r a similar recovery plan-or 
have you, in your official capacity, been approached by the Latin 
Americans for such a recovery plan for them? 

Secretary ~fARSHALL. I have been appr ached by China and th 
Far East, and I do not know whether there has been a g 'ncral ..JUtln­
American approach, but it does amount to an ftpprm eh by certain of 
the other American Republics. 

11r. FuLTON. Then there have been In etinbs by certain ountrie 
to make inquiries other than just th Europ 'Un countri s; is that 
correct? 

Secretary ~fARSHALL. That is corre ·t. 
Mr. FuLTON. Do you kno ~of any far ca. tern countries who have 

had meetings for this sper·ific purpose? 
Secretary MARSHALL. The Par East? 

· l'vir. FuLTON. Yes. Was not tber a In ting of th 11 nn.tion at 
Manila recently for a similar progrnn1 for the Far East? 
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Secretary 11ARSHALL. I was checking here to find out. I do not 
think of any offhand, and I \Vanted to n1ake an appropriate reply. 

~ir. THORP. The Economic and Social Council of -the United 
Nations haYe certain regional commissions, one of which is u. com­
mission concerned with the problems in the Far East. I believe .it 
was their second meeting. They had ewrlier an organization meeting: 
They had their second n1eeting in 1Ianila., to dis<.:uss, in general, 
proble1ns of economic improvement. 

::\fr. FuLTON. Has there been any figtu·e .come out of tbat meeting? 
1ir. THORP. Not that I know of. The report of that Commission 

is to come to the United Nations and will be made public, but I do 
not believe that that report has reached the State Department as yet. 

11r. FuLTON. Has there been any amount given by the Latin-
American nations that they will require for economic recovery? 

1fr. THORP. As a whole, or individually? 
1fr. FuLTON. Either individually or as a whole. Have you been 

receiving figures? 
Secretary ~IARSHALL. Yes; we have been receiving figures, and we 

were receiving then1 before this plan ever came up. 
1fr. FuLTON. What is the over-all statement of the total amount 

of ,,,.orld recovery necessary from the United States? How much will 
our American taxpayers have to put up in all, and over what period? 

ecretary 11ARSHALL. A statement of the over-all requirements, 
which will involve the China problem in particular, will be submitted 
at a later time. 

11r. FuLTON. I was the fellow who asked about the Wedemeyer 
report once before. Will you, then, give Congress the Wedemeyer 
report which you previously said you couldn't give? 

Secretary ~L~RSHALL. No, I cannot. 
1r. FuLTON. Thon \Ye will have to act on the China policy \vithout 

hn ving the full information of the Wedemeyer report. 
ecretary MARSHALL. Tl at is correct. 

J. fr. FuLTON. That concerns me, then, on this administration that 
L going to be set up. Will Congress be given access ~o the figures 
that Inay develop or the reports that may be given to this administra­
tion if it is under the Stat Department -because if those figures are 
going to be subm rged the way the Wedemeyer report has been sub­
Incrged and Congress. _can't see them, how can Congress set a policy? 

ccretary MARSHALL. I think that is a totally different reason, 
and a totally different problem. 

1Ir. FuLTON. What is your reason? 
ccrctary 11ARRHALL. I cannot state that here, other than to say 

I don't think it is in the public interest of the United States, and 
particularly of China. 

1\lr. FuL'rON. Can I ask you, then, are you specifically opposed to 
th IIcrtcr bill, which sets up the outside administration and gives 
so many foreign policy powers to an outside organization? 

S cretary 11ARSHALL. I an1 not quite familiar with the foreign 
policy provisions; but as I understand it, the Herter committee 
operates with a board of dir ctors, isn't that correct, which rcprcsrnts 
th Congress, the State Dcpartn1ent, and the various agencies of the 

overnmcnt? 
1Ir. FuLTON. Now do you object to that? 
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Secretary MARSHALL. I think that is not a sound basis, because it 
plans a great limitation on the individual who has to accommodate 
himself to all these agencies and their Government contacts. 

Mr. FuLTON. Would you give this administrator, either under your 
bill-or the Herter bill, the power to cut off relief without consulting 
·and taking the direction of the Secretary of State? . 

Secretary MARSHALL. Will you repeat the question again, please? 
Mr. FuLTON. Would you give this administrator, either under the 

State Department version of the bill or under the Herter bill, the power 
to cut off relief in a country without taking specific di~ction of the 
Secretary of State? 

Secretary MARSHALL. I would say, in all probability, such action 
might have a very definite effect on foreign policy. 

Mr. FuLTON. So you would not give him that independent judg­
ment of cutting the relief off with any country? 

Secretary MARSHALL. I cannot conceive of that, not having a 
very definite effect on foreign policy, and the question would be 
whether we could hazard the result or whether we should make some 
concession to the situation. 

Mr. FuLTON. Now, suppose Russia came forward with an inde­
pendent plan, similar to yours, for the reconstruction of Europe. 
Have you given any thought to 'vhat might happen then-whether you 
would correlate your plan 'vith it or \vould you cooperate with the 
Russians on such a plan? 

Secretary MARSHALL. It would depend, I would say very decidedly, 
on how the matter was put forward. 

I think there is a Molotov plan right now. I think there was some 
reference to it yesterday or today. 

Mr. FuLTON. What is your opinion on it? Will you cooperat with, 
oppose, or correlate with it? 

Secretary MARSHALL. Under the present conditions, there have 
been no circumstances that would permit cooperation with it, except 
the suspension of our own efforts in western Europe. 

Mr. FuLTON. They, in turn, oppose your plan as you oppose theirs? 
Secretary MARSHALL. I don't think I would say I oppose their plan, 

because I don't think they are offering anything to western Europe. 
They are consolidating eastern Europe. 

Mr. FuLTON. Then, going along further on ~his plant dis1nantling. 
The dismantling of the plants is done under a reparations policy that 
was set at Potsdam; and, of course, those policies were instituted before 
anything came up on the European-recovery plan. 

What on the policy planning level is the State Department doing, to 
revise the Potsdam policies of reparations? 

Secretary MARSHALL. We are not actually engaged in a revision of 
the Potsdam negotiations, other than the decision with relation to 
whether or not the capital asset transfers of plants will be 1nade at the 
present time, and if so, on what basis. 

Mr. FuLTON. Are you tentatively holding up this dismantling and 
transfer of the plant out of tho western zone of Germany until you can 
determine what that policy will be? 

Secretary MARSHALL. Do you Inind if I read this? 
M_r. FuvroN. How long is it? I am li1nitcd on my time. If you 

put 1t in the record, we will just consider it in. . 
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STATEMENT BY SECRETARY MARSHALL ABOUT REPARATIO~S 

1Ve are in the process of continuing discussion with the British in an endeavor 
to arrive at adequate arrangements regarcling any farther shipments of dismantled 
plants to the East. We are also restudying the whole que tion particularly as it 
relates to the recent announcemPnt that deliveries by the Soviet Union are 
imminent under the reciprocal delivery provisioll of the Potsdam agreement. 
That is not a simple question, because the Soviets are just beginning to deliver 
badly needed commodities in compensation for capital deliveries already made 
to them. 'Ye do not want to adopt a definite policy for the future until all these 
implication are fully understood. 

For the present, however, the only deliveries to the Soviet Union which are 
going on or are in immediate prospect from the United States zone represent the 
tag ends of the plants previously allocated to the Soviet Union, the delivery of 
which wa not suspended when the United States stopped further dismantling of 
general purpose plants in May 1946. These deliveries consisted largely of general 
purpose equipment from war plants, the retention of which in Germany has never 
been contemplated. The final portions of three such plants in the United States 
zone are now being delivered-a Bremen shipyard which was allocated to the 
, oYiet Union in 1945 and which was already 95 percent dismantled as of December 
1, 1947; and the general purpose equipment from two war plants, which, as of 
December 1, 1947 were, respectively, 60 percent dismantled and 53 percent 
shipped. and 86 percent dismantled and 84 percent shipped. 

The delivery of these final portions has not been halted because their retention 
in Germany would not a ist the economy of the western zones, and no economic 
juc tification could be given for holding on to the remnants of plants already sub­
~ tantially delivered. It appears preferable to complete these deliveries which 
were not suspended when general reparations were halted in May 1946. UntH 
a definite governmental decision is reached as to further deliveries, it is desirable 
to ayoid any action which might precipitate the whole issue and possibly invite 
reprbal by the Soviet Union. We can well afford, we think, to complete these 
relatiYelv minor commitments until a firm decision has been reached as to our 
future cour e. 

There has been no suspension of the general dismantling program. 
It is difficult to state fully why a temporary stoppage should not be made with­

out a full di cussion of the reparations program. But there are two considerations 
which, in our judgment, make it exceedingly unwise to call a temporary halt to 
the program as a whole. The first is that to stop dismantling, and then try to 
resume, would have a very serious political consequence within Germany. The 
1crmans of the Unitecl States zone have been promised that the dismantling will 

be promptly conclu d, and that that will be the end of the matter. In other , 
word ' 1 they are now clear as to the situation, what they have to do. They know 
where they are and can plan accordingly. If there is a stoppage, there will be 
unc ·rtainty and contention, and the reparations issue will again be in the fore­
front. Any further delay by this Government will encourage political oppo::~ition 
within Germany. 

The second rea on is that a stoppage would seriously prejudice our relations 
with t.h recipient governments, members of the Inter-Allied Reparations Agency. 
The disadvantages of a permanent halt apply in a large measure to even a tem­
porary halt. Those countrie need the equipment now. I am talking about the 
1 nations (not including the Soviet Union and Poland), which are western 
llationH. 'Ve are obligated to deliver the equipment by international agreement, 
alld failur to do so would give propaganda material to the critics of the United 
1 'tatcs within those countries. It is true that most of those governments are 
pro. pcctive recipient of a sistance under the European recovery program. But 
t h ir policies with respect to German reparations are dictated by many con­
sideratious which cannot easily yield to our desires. 

I do 11ot wish to suggest that the ongress should not have a real opportunity 
to ·.·amine the reparations program. The Department will be able to provide 
the dat.a soon and I hope that the ongress will be able to con ider it in the next 
ft•w weeks. I do not wish to appear to prejudge the conclusion of the Congre s, 
but I v nture to predict that when it has considered all t.he factors it will not 
de ·ire LO purpose any radical revisions of our existing policy toward the signatories 
of this Paris r parations agreement. 
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STATUS OF PLANTS IN U~ITED STATES zo ~TE SCHED"GLED FOR SHIPMENT TO USS 

A/S 84. Deutsche Schiffs und M&schinenbau, Bremen/"re~er-Shipbnilding 
advance list. 

Allocated December 6, 1945. 
95 percent dismantled 9,S of December 1, 194 7; 95 percent ~-;hipped. 
Estimated date for completion of delivery: February 28, 1948. 

A/S 6. Press, Stanz und Ziehwerk, Ru. Chillingworth, ~ Turnber!!-Pressing 
war plant. 

Allocated April 2'1, 1947. 
60 percent dismantled as of December 1, 1947; 53 percent shipped. 
Estimated date for completion of delivery: !\!arch 31, 1948 

A/S 62. Dynamit A. G., Stadeln-Explosives, war plant.. 
Allocated January 24, 1947. 
86 percent dismantled as of December 1, 1947; 84 percent shipped. 
Estimated date for completion of delivery: January 31, 1948. 

Secretary MARSHALL. vVell, we are in the process of discussing 
the situation with the British; in order to arrive at adequate arrange­
ment for any further shipments of dismantled plants to the east; that 
is, to the Soviet Union. 

Mr. FuLTON. Does that pertain to France, too? 
Secretary l\1ARSHALL. There is no argument really about France or 

those countries, except as to \vhether or not plants in prosp ct of 
being dismantled and shipped should be maintained in Germany for 
itself for more prompt rehabilitation. 

In that respect, the discussion that is going on no1v is obtaini1 g all 
the data from General Clay and the British area-but particularly 
our area-as to just what is the status of these plants; in other words, 
to submit the information that had been asked for in Congress, o 
that you might form a judgment in relation to this disn1antling process. 

Mr. FuLTON. I~o -,.,r, there had been some talk of this plan of yours 
being inflationary. As a matter of fact, I think it is just the opposite, 
and may I ask you a couple of questions on that line very quickl. ? 

During the year 1947 1ve exported about $14,000,000,000, and we 
got back in about $5,000,000,000 worth of goods, so vve had about 
$9,000,000,000 deficit; is that correct? 

Secretary 1\IARSHALL. I think that is approximately correct. 
Mr. FuLTON. And that $9,000,000,000 deficit was inflationary, be 

cause \Ve got nothing for the money we put out, or the goods\ ' put 
out. \Ve sent the goods, and \Ve got nothing bacl~, so it was i 1flu.­
tionary. 

No,\r, if this program goes ahead, and by reconstructing Europ or 
certain areas of the v1orld so that \Ve can get goods in return to nnk 
up that $9,000,000,000 deficit, \Ve really arc making an anti-infla­
tionary measure rather than an inflationary n1casur , arc we not? 

Secretary MARSHALL. I thinl~ that is correct.. 
Mr. FuLTON. So that instead of being inflationary, in a long-time 

view, this is really a deflationary plan or a reflationary plan, brcausc 
it puts solid goods to coming back in to give us something inst ncl of n 
deficit? 

Secretary 11ARSHALL. It results in a n1ore normal production in 
relation to trade; and certainly, on the long-tenn lJasis, it woull have 
tha.t effrct. 

Mr. FuvroN. So that wl en you get this trade built back up and 
have a multilateral basis of trade, th n you need so1nc sort of nn or~rnni­
zation, do you not, to give rules of fair conduct of international trnde'? 
You need an intrrna tional trade organization, do you not? 
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ecr tury 1L\.RSHALL. Yes, sir. 
11r. FuLTON. Will you tell us bow that international trade organi­

zation that is being formed now at Habana-the churter-\vill fit into 
the 11arshall plan? 

l\ir. THORP. It is complimentary. If Lhe recovery of Europe is to be 
effected, it must be based on a n1ore free flow of commodities among 
countrie , \Vhich is the principle of the Charter. On the other hand, 
unl you have an elimination of the present extreme shortages of 
goods, you cannot hope to accomplish this free flow of trade, and 
therefore the ITO and the European recovery plan are really very 
much interlinked with each other of terms of each one furthering the 
objective of the other. 

~fr. F LTON. N O\V under the Bretton Woods agreement and, of 
cour e, the act that was passed, by the Congress implementing it, 
there \Va a requirement that no nation be allowed to deviate from 
a ertain et, agreed-upon rate of exchange for their currency; that 
i , fi.~ing the urrency rigidly. 

Do you not think it is time we made some change on that and had 
CUlT n y exchange on a more reasonable and a more realistic basis? 
Do you not think that would help the plan? 

~1r. THORP. I think one of the purposes to be achieved in the plan 
i to O'et n1ore realistic foreign-exchange relationships and rates. I 
think th difficulty up to no\v has been the diffl.culty of any country 
b ing ubi to determine at the pre ent time what is the appropriate 
rat of exchange. Th refore, there have been tendencies to allow 
rat to per i t, even though they tend d to be unrealistic, somewhat 
lon(J' r than should be the case. 

~1r. FuLTON. Then do you not think something should be done on 
th United Nations level or the Bretton Woods level to get away 
fr In that fixed setting of unrealistic values of exchange and getting 
back t good busin ss again, the way we were earlier? 

... fr. THORP. That is something which the International Monetary 
Fund can 1 al with, and my impression is that it is a problem they 
ar 1nu h cone rn d about. 

~ Ir. FuLTON. Ar you going to integrate that question of exchange 
rith th Marshall plan so that we will not get to a place wher by 

ch ncring the valuation of their currency we will lose out out in the end 
n p rhaps have inflation or deflation. Have you thought of that? 

1r. THORP. Y cs. That is part of what w would expect to cover 
in th bila.teral agr m nts with the countries and also in working 
I ly with th International Mon tary Fund, looking toward 

tl awing ut this c.~chang situation . 
... r. 1~ ULTON. Do you not then think there should besom limita­

tion put in this bill on what w xpect the countri s to do on their 
.~ hancr valuations, so that we will not g t caught in the 1niddle? 

D . ou not think \V hould have som principl s set out in this bill 
to tal~e ur of it? 

... 1r. TnoRP. Th y have already agr d among themselves, I am 
rtain, on finan ·ial objectives, and there would be covered in nutlti­

lat rnl agre ments. 
ir. F LTON. Why do you not hav Congr ss put orne r quire­

m nt in th bill for that? As I s this net, thcr is nothing in the 
t that s ts good r quirem 'nts that they should liv up to. 

GB082-48--7 
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Mr. THORP. In the act there is section 10 (b) (2), which describes 
~hat should be included in the bilateral agreements and one of them 
IS: 

Taking financial and monetary measures-

there is a commitment, of course, by the other countries-
necessary to stabilize its currency, establish or maintain a proper rate of exchange, 
and generally to restore or maintain confidence in its monetary system. 

That language was intended to accomplish the purpose which I 
think you are describing. 

1-'Ir. FuLTON. Yes; but the question I am bringing up here i~ that 
the methods of doing it are not set out-that is, the end result-and 
would the Secretary object to Congress saying by what methods that 
should be reached? Would you object to that? 

Mr. THORP. I wonder whether one can be .sure as to what method 
would be appropriate. That is, having in mind that you want a 
proper exchange rate fixed, you already have procedures set up in 
connection with the Monetary Fund for doing that, and the Bretton 
Woods agreement provided a basis of the procedure to be followed, 
and this provided the inducement to break down the present tenden­
cies to freeze improper rates. 

Mr. FuLTON. In closing, I was going beyond the Bretton Woods 
agreement and sugg~sted even a change in that. 

Mr. JA vrTs. Mr. Chairman, I would like to make a parliamentary 
inquiry: Would this be the appropriate time to ask unanimous con­
sent to insert the motion adopted by this committee which is the 
frame of reference for these hearings? Would the chairman entertain 
such a unanimous-consent request? 

Chairman EATON. I see no reason why not. Do you make that 
request? 

Mr. J A vrTs. Yes; I do. I request unanimous consent that the 
motion may be inserted at the opening of these hearings. 

Chairman EATON. If there be objections, they may be stated now. 
I hear none. 

Mr. JAVITS. I refer to that motion, Mr. Secretary, so that you 
might have in mind rather clearly the framework which was intimated 
by my colleague, Mr. Fulton. 

I shall confine my questions to 10 minutes. 
You have been asked a good deal about the alternativ of under­

taking and not undertaking the European recovery program, and you 
have testified eloquently and excellently on that, both here and before 
the Senate committee. 

Now I would like to ask you about the success of the program. Is 
it just as important from the point of view of our foreign policy that 
this program be crowned with success as it is that it should be under­
taken? 

Secretary MARSHALL. That is correct, sir. 
Mr. JAVITS. Is it not a fact that a failure in the program, if the 

European nations do not to some extent g ton their f t, will hurt us 
at least as much and possibly more, as a failure to go on with it at all? 

Secretary MARSHALL. Probably so. 
Mr. JAVITS. Now the success of the program is tied up, is it not, 

with what happens in the re t of the world, other than the United 
States and other than the countries affected; is that true? 
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Secretary MARSHALL. That is to a large extent the case. 
Mr. JAVITS. For example, has the Department given consideration 

to the fact that a very large amount of the money we are asked to 
appropriate will be spent in Latin America? 

Secretary 11ARSHALL. Yes, sir; very much so. 
~Ir. JA VITS. And that rising prices in the Latin-American countries, 

as they did ·with the British loan, 'vill make much less useful this 
as.istance which we are giving to the European countries? 

Secretary 11ARSHALL. I am not so certain of that particular 
reaction. My own thought in that connection was that the money 
spent in Latin America will stimulate a certain amount of trade 
throughout the world. We \Vill buy goods there to obtain goods in 
short supply here for the European program. They obtain money to 
buy goods here that are not in too short supply, and we are starting 
the blood circulating in that respect. 

:\ir. JA VITS. For example, $6 wheat in Argentina will considerably 
devaluate that which we lend or give to the Europeans? 

ecretary MARSHALL. That is correct. 
~ir. JA VITS. Is it not a fact also that raw material supplies must 

flow to the nations we are trying to aid; in other \Vords, that they 
need such materials for recovery and that those material supplies would 
come in part from Asia and the East Indies? 

Secretary 11ARSHALL. I think quite a bit is due from those countries. 
~lr. JA VITS. So that stability in that area of the world and some 

mea"ure of productive recovery there is also essential to the success 
of our plans? 

Secretary MARSHALL. It is certainly connected with it. I am think­
ing in terms of the fact that trade from that area to Europe, had been 
alrnost terminated through lack of a monetary situation that permitted 
a firm basis for recompense. 

As trade is stimulated, their position, I assume, would be strength­
ened. I say "their." I mean the Far East and those countries where 
at the present time the economic condition is weakened because busi­
ness is so slack that their prosperity is in danger. So, in that sense 
they are important to the recovery plan, but I would also say the 
recovery plan is very important to them. 

~Ir. JAVITS. Does that lead, Mr. Secretary, to the deduction that 
to make a success of the ERP, we must immediately proceed to deal 
with economic rehabilitation problems in both Latin America and 
the Far East? 

Secretary MARSHALL. We certainly have those matters to be con­
sidered. We are very shortly going to bring up to the Congress the 
probl m on China. To what extent we would get into the general 
economic situation in the Far East as it relates to all the other coun­
tries concerned out there, I am not prepared to state at the present 
time . 

.:\ir. JAVITS. Well, the bill itself states, does it not, Mr. Secretary, 
that we are to be concerned in the bill with the colonies and dependen­
ci' of the European nations? 

eerctary MARSHALL. Yes, sir. 
:\lr. JAVITS. And that immediately gets us into a very large area in 

Africa, too? 
ccretary MARSHALL. Yes, sir. 
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11r. JA VITS. Is it not a fact we will meet with the Latin-AinPrican 
nations beginning at Bogota, at \vhi h time we \vill again li. eu 
economic cooperation in America? 

Secretary 11ARSHALL. That is the purpo e of the meeting. 
Nir. JAVITS. And the impact of that meeti11g upon th Europ n 

recovery program will be very great? 
Secretary 11ARSHALL. Yes, sir. 
11r. JA VITS. So we are really facing a global problem if \Ve lool- .tt 

it fro1n the point of view of success, rather than an isolated probl 1n 
with 16 European nations? 

Secretary 1IARSHALL. That is correct. 
Mr. JA VITS. Is it not also true that one of the assumption o the 

Paris plan is that within the next 4 or 5 years a much great r quantity 
of, for exarnple, timber, will flo\V from eastern Europe to westc~·n 
Europe? 

Secretary 11ARSHALL. That is the hope. 
Mr. JAVITS. So the basic assumption in the \vhole Europ an rn('OV<'I'Y 

plan ev-en goes to betterment of r lations with the Sovi8t Union nd 
its satellites? 

Secretary 1-fARSHALL. That is ·what \Ve hope. 
~Ir. JA VITS. And therefore the challenge to American forei~>·n policy 

is not on the limited basis of one area, but on a global basis of every 
area? 

Secretary 1IARSHALL. I think that is reasonably correct, ir. 
Mr. JAVITS. No\v within t.he limits of my tin1e, l\1r. Secretary, I 

would like to ask you a bout t.he plans for the participation by T it<'d 
States private investment in the rehabilitation of Europe and, fl w 
have just concluded, probably the \vorld. 

Now that is covered by section 7 (b) (3) of this b1ll ant I fuil lo 
find in that section enlightenment on one important poin . 

Is it not a fact that in tho past thor~ have been v0ry real diffi ·uiLie 
to reconcile the activities of American priv-ate concerns with the 
governmental foreign policy of tho United tates? May I give y m 
an instance of that? For example, it had been charged and I thin]~ 
it bad been fairly wel1 shown that in pursuing business opPrntion , 
cartel arrangements 'vere made b t\vccn Am('rican eon1pnniP find 
German com.panies which had a mater]al cff t n our pr<'parednl 
for war and Gern1an preparedness for war. 

Now \Vhat does the Secretary recommend be put in thi::. bill to 
protect us against any such future oecurrcncc, in virw of tho fa<·t, that 
the policy of the biH is to encourage merican private invest.n1 •nt? 

Secretary 1\fARSHALL. This bill involv s certain guaranties in 
addition to private investment. 

The interpreta.tion you bring up I am going to a k ::\1r. Thorp to 
endeavor to answer. 

:Nir. THORP. I think the protection here is that it i. not n,uto nati . 
It is a project that has to be approved by the A<hnini t.rntor ~ n 1 o 
must b approved by the foreign },'OVernment, and thcn")forr. '·it.h tho I' 

two approvals, one would hope that it would be n, proj •et thn t '' 011ld 
be to tho benefit of both countries. 

l\1r. JAVITS. :\fr. Thorp, do you conten1plat , then, in that. nnsv r 
a continu]ng supervision hy th govrrnn1rntal ng<'ll<'Y, the lJnitNI 
States govern1nental ag ncy ronccrn ~d, to b sure t1 n.t t.hnt i1 r1• t­
ment is being administered and ran·i d through in acconlan ·e wiLh tlw 
dynamics of American foreign poli y, r do you not? 
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~fr. THORP. I believe ·we do not; that is, these particular concerns 
would be no more subject to revie·w and scrutiny by the United States 
Government than other American enterprises functioning abroad . 

. Ir. JAVITS. Do you not therefore feel we are laying ourselves open 
to exactly the same mistakes that we have made in the past, except at 
this tin1c \Ve are participating in a much more active way, by guaranties 
and undenvritings; that is, the Government is? 

fr. THORP. I am not at all sure that the way to deal with that is to 
deal with it through this partjcular limitad group of companies. If 
there is a problem of the kind which you describe, that should be dealt 
with on the basi of all American foreign investments and not some 
sezinent of then1. 

--~1r. JA VITS. 11ay I say to the Secretary that I favor very much the 
idea. of having American private industry and investment participate 
in the rehabilitation of Europe, but I do think we ne d a little more 
thou!!·ht about the technique in view of past history. 

Secretary l\iARSHALL. Thank you. 
Chairman EATON. Mr. Lodge. 

fr. LoDGE. 1\Ir. Secretary, assuming that the four conditions 
which you laid down were to carry through-in other words, that the 
aid 'vere to be rendered promptly, adequately, efficiently, and co­
operatively-do you believe that the European recovery program will 
be uffici nt to protect the governments of western European countries 
fro1n capture by external force? 

cretary 11ARSHALL. Do you mean external to the particular 
countries concerned? 

~Ir. LoDGE. Yes, sir. 
Sc rotary 11ARSHALL. My r action to that is that the more favor­

able th situation becomes, the less the opportunity for external 
sabotage and riots and strikes to be effective, to the extent of threat­
ening the stability of the government. The greatest hazard we 
ar, involved in now is a weak country in a debilitated state, where 
th 'I' • are evil forces endeavoring to stir up such dissension and such 
ill will that it leads to a break-down in the xisting form of government. 

1fr. LoDGE. I would, of course, agree with you, sir, that this will 
do a gr at deal to minimize or diminish such disturbances. 

I bcli v you said earlier in your testimony that a great many 
p ·opl hPcame Communists simply out of misery. In other ·words, 
it pcrhn.p might be put this ·way, they became Communists because 
they have no other constructive alternative. 

In other words, this plan is designed to combat the contagion of 
COllllllUlll m. 

I b li v that in the "iron curtain" countries, in Poland for in­
stnnc , th re are p rhaps 3 percent Communists and in Hunga.ry 
th r · ar p rhaps 5 p rcent, an l so on. It is a small percentage. 

'l'h ·r fore I am pr ssccl to the conclusion that insofar as this pro­
grain con1bats the popularity of communism, it is c rtainly a very 
ital ,tnd urg nt thin~. 
Ilowcvcr, I wonder 1f it is enough to simply combat t.ho popularity 

of communism? A cordingly, r garcling this as a strategical In usure 
amo11o· other thing , I would like to ask you whether you f cl, ir, 
that th rc n.r other things that we can do b side this to protect th e 
go\~ t: n 1ncnts fro In capture by communism? 

per tal'y MARRHALT.J. I would take it thn.i you have in n1ind pos­
sible 1nilitury r quirem nts'? 
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Mr. LoDGE. Well, sir, I had in mind all sorts of things which Ire­
alize you would not be able to discuss here, and which I would not 
ask you to discuss but what I would like is some indication that these 
things will be done because it occurs to me that with a minimum of 
expense we might protect a very huge investment and also saf guard 
our national security and the peace of the world. 

I would like to have your comment on that, if you feel you would 
like to give it. 

Secretary MARSHALL. I certainly cannot go into detail here at this 
particular time. 

Naturally we have been thinking about the various factors involved 
in the issues you have brought up, and it is quite a problem as to 
just what might be done, in view of the various requirement for 
doing it, and particularly in vie\v of the commitments involved in 
doing it. 

That is a rather vague reply to what you have just asked me, but 
all of that wjll be considered, and I think quite carefully. 

There is a considerable difference in vie'v among my own advisors 
and those of the associated and particularly related bra,nches of t 1e 
Government. It is not an easy question to answer, but it involv s 
considerations that are not being ignored at all, and are constantly in 
mind. 

11r. LoDGE. I would like to know, sir, in that connection, whether 
you \Vould agree 'vith me that in Greece, for instance, the first thing 
to do is elin1inate the disturbance. That is because vou cannot restore 
economic stability until you have eliminated their disturbance. 

It would seem to me that in France and Italy, to a lesser extent, thn.t 
is true. 

It seems to me that there must be some specific ffort dire ·t d 
toward the restoration of political stability before you can hav' ·o­
nomic stD"bility. Would you carP to comn1ent on that, , ir? 

Secretary MARSHALL. I think what you ay regarding Gre c i 
true. The question is, How are you going about doing it? That 
involves some issues in connection with Greece that I would not caro 
to comment on publicly. 

Mr. LoDGE. 1\fr. Secretary, it is my und rstanding that Gr 'Ht 
Britain has recently made an agreement with oviet Rus. ia, providing 
for the exchange of British capital good again t Ru ian u,gri ·ulLurul 
commodities. 

Do you anticipate that under this plan th c capital good might 
be provided by us, or that we n1ight provide good io r plac th 
capital goods in Great Britain? 

Mr. THORP. This particular arrangement is, as you know, an 
arrangement for certain goods io be provided by th Unitcdl{ingdom 
in return for thing which they very much need, primarily wheat nnd 

. -coarse gra1ns. 
I doubt very much if one can develop any ort of prograrn which 

would involve quarantining certain shipments. Actually our hope is 
that through the expansion of trade in various dire tions the net ,fl'Pct 
on the American economy will be rccluc d, and it ha not b' n OUI' 

position that we hould tal-e ieps to curtail th ability of any of thc~c 
16 countries to obtain articles they an get frorn oih r parts of th 
·world. 

Mr. LoDGE. In other word , th an wer to n1y que Lion is, "Y 's"? 
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11r. THORP. That is not right. 
1·Ir. LonGE. 1-Iy thought is that some of these goods might end up 

in Russia by way of Britain, while Britain obtains commodities in 
exchange from Russia. 

1fr. THORP. Not any of our goods could do that. They would be 
croods that would b produced by the British. I am sure our goods 
would have to fit in with the r quirements in the particular country. 

ccretary 11ARSHALL. I had some discussion with Mr. Bevin about 
thi~. 

The Briti h were obtaining certain thing from other countries 
which w rein hort supply over here, and it would reduce by that much 
any pre sure on us to provide certain items. 

Of com· e grains ·were involved in the transaction. N O\V you have 
carried it still furth r into replacement of the particular items that the 
Briti h would utilize in that exchange. 

Th fact r of our being involved to the extent of ·what \Ve provide 
out of thi European recov-ery program being utilized by Great Britain 
to rneet the exchange payn1ents for Russia had not been analyzed by 
1ne. The general procedure is one of a trade relationship, which 
i~ a healthy proposition, and of a particular arrangement which favored 
u to the extent that it reduced the pressure for the particular items 
which happened to b in short supply in this country. 

~Ir. LoDGE. Yes. I can see ho'v that might be beneficial. 
1ir. c ·rotary, in conne ·tion \vith the disn1antling of the plants in 

G nnany, it is my under tanding that ther are some 47 pipe pro­
luring and a sen1bling plants in the former British Zone of Germany. 

I uncl rstand th y are labelled for dismantling. 
One of th m in particular is capabl of welding large-sized pipe up to 

_4 inc he~, \vhich i the type, a I understand it, which is much needed 
f r the trnn porting of oil, and would save scarce tankers if used in 
cnrr:Ying rabian oil fron1 th Persian Gulf to the 11editerranean for 
u · in Europe. 11y que tion would be thi : In connection with this 
id do wr cont mplutc th dismantling of those plants in Germany, 
u h a tho e \vhieh produce ncces ary , hort upply items? 

e ·r tnry l\1ARSHALL. The original allocations were made on a very 
cnr ful ha i und r our authority in th occupied zone of Germany. 

'Vhethrr or not thes cal ulations compl tely fit the general Euro­
p nn r eov ry program, I cannot authoritatively state with finality 
at th present tirne, hut I think in th main they do. 

1 her had b n a differ nee of opinion regarding some pipe plants. 
"c ha v ·nll d on G .n ral lay for a very detailed report, o that 
"' <'onld s ·reen the propo al still further over here, to ee if it will 
erNlt. any di advn.ntage to the implementation of th European 
n ·ov-cry prograrn . 

.. Ir. Lonag. In other words, no damag has y t been done in that 
om1cetion. \V till hav thnt prohle1n to d al with? 

Tetary 1fARSHALL. We arc trying to settle it right now. 
Th ' real issu or compli ation will be that General Clay is v ry 

r luetant to top in the pro(•rdure-it is a very lengthy, t diou pro­
dure ineid ntally ---but he i very reluctant to call a halt to what 

h i nirning to do bccaus that rnakes it difficult for him to g t the 
, rmun pcopl . well organiz d and going ahead, when t.hey arc till 

in a ~tntc of doubt as to n particular plant, whether it tays or it 
d n't, tay. 
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Mr. LoDGE. You mean the procedure of dismantling? 
Secretary ~1ARSHALL. No, but whether or not the plant is to con­

tinue in Germany. So the quicker that is settled from his local point 
of view, the more easy it is for him to go forward with the rehabilitation 
of Germany. · 

We have called upon him for a quite detailed report as to just what 
the status of each case is, the purpo e being to bring that information 
to the attention of congressional committees, so that they may go 
over the n1atter and express themselves. 

Mr. LoDGE. lvfr. Secretary, the present preamble of H. R. 4840 
mentions foreign countries which undertake to cooperate with each 
other in the establishment of the maintenance of economic conditions 
essential to a peaceful and prosperous world. 

Then section 3 refers to the countries which are participating 
countries. 

At the time all these countries were called together, were all the 
countries of Europe invited to the Paris conference? 

Secretary MARSHALL. All except Spain. 
l\lr. LoDGE. Under this bill, the door is open for Russia and her 

satellites to participate if they can meet the conditions? 
Secretary MARSHALL. That is correct. 
Mr. LoDGE. Is it open for Spain to participate if she can meet thP 

conditions? 
Secretary MARSHALL. That is another issue that I cannot answe1 

at the moment. 
Mr. LoDGE. I wondered whether Spain was being treated on the 

same basis as Soviet Russia or not. 
Secretary MARSHALL. There is nothing in the bill, as we say, that 

prevents that, but you have a general situation over there in the 
economic accord of these nations where they, on their own initiative, 
decided not to invite Spain to participate. 

Mr. LoDGE. That was decicl d by th nations? 
Secretary MARSHALL. That was decided by them and not by u . 
However, the bill makes no provision again t Spain participating. 

That would have to be an issue that ~r would d cide a it can1 up. 
Mr. LoDGE. In connection with the matt rs which hav already 

been brought up to some ext nt, that is to ny in ·onncetion ' it,il 
reciprocal aid between these various ountri s, the bn'nk-down of 
customs barriers, and so on, I fully apprcciat that there ar grav · 
difficulties with respect to monetary n1attcrs and ta.Tation, and o 011. 

However, would it be possible, in vi w of tho in1portanc which you 
lay to that element, to provide this committee with mor dpt.nil( d 
information (a) as to whH.t agreement already have be n Inndc 
among these various countri s as to reciprocal help, (b) as to whnt, 
has been accomplished to date pursuant to th s agrccm nts, (c) whnt. 
agreements are in process of being mad , and (d) what i your e tirnnt 
of the future possibilities of r ciprocity along those lines? 

Secretary MARSHALL. That could b done, sir. 

EuRoPEAN REcovERY PROGRAM 

EUROPEAN ECONOMIC OOPERATION AND l<}LF-HEI.P 

CEEC com rwitrnents 
The Committee of European Economic Cooperation n.t its meeting i11 Pari 

la t summer considered various mea ures to }Jromot economic rcco\ cry by mean 
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of (1) increased cooperation among the European nation ; and (2) self-help and 
mutual help in the field. of production and internal financial and monetary reforms. 
The following. tatement mnmarize the commitment made, the progre thu far 
in putting the .. e commitments into effect and further teps which are contemplated 
or which might be undertaken. 

Progre, alono- these line must be the result of initiative by the particip!l.ting 
countrie ~ them 'elve . They are well aware of the need for increa'"'ed cooperation 
and ·elf-help. • · the following record how", they have. already made con ' ider­
able progre~ and laid the foundation for further developments which should rJro­
duc ignificant re. ult . The European recovery program, if adopted, will as i t 
and encourage thi common European effort tremendously. 

A. INTER-EUROPEAN PAYMENTS ARRANGEMENT 

The Financial ommittee of the CEEC Conference recommended the adoption 
of a propo~al mane by the delegations of Belgium, the Netherlands, and Luxem­
bourg for setting off debits against credits in inter-European payments by means 
of the tran. ferability of European currencies between each other. The Committee 
greed: "The tran ferability of European xurrencies would permit a country which 

ha a credit in it relations with another country to use it to settle a debit re ulting 
from current pa~vment to a third country. A set-off of this nature would reduce 
to a minimum payments in gold and convertible currencies [and] would make it 
po ible to abandon the existing procedure for bilateral balance of trade * * *." 
It would permit dealing "only with the disequilibrium of the trade of a given 
country in r lation to other [participating] countrie of Europe taken together" .1 

The Committee recommended that a meeting of experts should be held in London 
to work out the technical detail of this prOJJOsal. 

In accordance with this recommendation, a Payments Agreement Committee 
met in London from September 22 to 27, 1947, and also in Paris from October 
15 to 25, 1947. A are ult of the e meeting. , a multilateral compensation agree­
ment ~n.. signed on November 18, 1947, by Belgium-Luxembourg, France, Italy, 
and the .... ~ether land . It provided for monthly compensations or clearing offsets 
among thP contracting countrie . 

The nature of the e offset can be illustrated by a simplified hypothetical ex­
ample. uppo'e that under a bilateral payments agreement, country A owes 
country B 20,000,000 as a re ult of trade between the two countrie . This ex­
hau t the credit margin which country B has agreed to extend. Country A can 
no longer import from country Bin exce s of its direct exports to country B except 
by paying in gold or dollars. The arne ituation exists between country B and 
country C. Country C, however, owes country A $10,000,000. The position 
before clearing take place i , then, a follow : 

Country A owes country B ______________________ _ 
Country B owe country C ______________________ _ 
Country C 0\Ve country A ______________________ _ 

$20,000,000 
20,000,000 
10,000,000 

The clearing make it po ible for each creditor to reduce its claim on its debtor 
by 10,000,000. Thi gives the following result: 

ountry A owe country B _____________ __________ $10,000,000 
ountry B owe country C_______________________ 10,000,000 

Country C is in balance with country A. 

The cr dit margin of A and B have been restored to the extent of $10,000,000 
a h thu permitting new trade to the extent of $20,000,000 which otherwi e could 

not take place. 
rl he operation of the multilateral clearing arrangement was ntrusted to the 

Bank for International ettlement , aided in it work by a committee compo ed of 
d I gate of the contracting countries. The first meeting of thi committee wa 
h ld at Ba le at the BI offices from November 20 to 25, 1947, and a second 
m ting wa.::. h ld at Brus els from December 18 to 22. These meeting. establi hed 
two t.yp s of off·et : Tho. e involving increa es in balances or the creation of new 
balanc · , and tho. e involving only deer a. e. in balanc s. Directive were given 
th • BI ' for making propo al"' among off et po. sibiliti s. 

'l h ovember agreem nt \Va. I ft open to the adherence of other CEEC coun-
tri on either a fully participating or an occa ional basis. Full membership 
cnrri the obligation to accept automatic off. et. or thos involving only d crea.'e, 
in balanc under xi ting bilateral paym nt agreements. Occa 'ional member-

' CEEC report, I, p. 133. 
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ship permits the participant to accept or reject in whole or in part any off etr 
proposed. A third category of participation would provide merely for the regular 
transmittal to the BIS of monthly statements of payment agreement balances 
in order that the BIS may have a complete view of the European payment , . itua­
tion. Denmark, 1 Torway, Sweden, the United Kingdom, and Au tria have thu. 
far undertaken to participate a occa ional member ; con ideration i also being 
given to the participation of bizonal Germany. 

On January 19, 1948, the fir t inter-European clearing under the new y . tem 
was announced, calculated as of December 31, 1947. \\"hile the extent of thi 
first offset was limited, it demonstrated the technical fea~ ibility of the mechani m. 
The effectiveness of the system will be increased a. additional countrie partici­
pate in the operations. 

B. CUSTOMS UNIONS 
Custom union study group 

The Study Committee of Customs Unions, establi hed in August 1947 at the 
CEEC conference, considered the question of cu~t m union a a mean. of 
achieving the speedier reduction and Pventnal elimination of tariff:-; between a 
group of countries. On September 12, 1947, thirt'"' r n of the CFEC c ltmtri(• 
declared their intention to create a study group "for the purpo. e of examini11g 
the problem involved and the steps to be taken, in the formation of a Cu~ tom 
Union or Cn. toms Unions between any or all of tho e [131 governments and any 
other governments invited to participate in the work of the study group." 2 

This study group met in Brussels on November 10, 1947, upon the invitation 
of the Benelux countries (Belginm, Nether land , anrl Luxembourg). Fourt ·en 
of the sixteen governments which participated in the Pari conference sent dele­
gates. Norway and Sweden, as well as certain countries of the Briti h Common­
wealth, were represented by observer .3 

The group examined the possibility of establi hing a common cu tom union 
among all the countries represented and appointed a tariff committee which com­
posed a questionnaire to be sent to the member state . The ans,,ver to thi 
questionnaire, which were to be completed December 15, should permit the tariff 
committee to define the basis upon which a model of a common tariff may be 
prepared and offered for adoption by all interested countries. 

The report of the tariff committee, which will take into account the principl . 
laid down in the draft charter of the In.ternational Trade Organization,4 will tH' 
submitted to the group at its next meeting in Bru sci. .January 26, 194,. Thi , 
report will contain recommendation concerning, in particular, the e. tablishm ·ut 
of a common nomenclature, the choice to be made between specific and ad valorem 
duties, and the evaluation of merchandi c subject to ad valorem duty. It i 
anticipated that at this meeting arrangements can be made to complete th pr •pa­
ration of a specimen common tariff. 

Regional customs unions 
In addition to the project for a general European customs union including a 

large number of countries, there are several projects of more limited cop und r 
consideration. 

The four Scandinavian countrif's (Denmark, Iceland, orway, and ~ 'w<>dPn) 
following a conference of their re pective foreign mini ·ter · in open hag •n Augu. L 
27-28, 1947, announced at Paris that they "were taking t ps to examine imnH·­
diately the possibility of an exten ion of the economic coo1wratiou b t.WPPll thPir 
countries, including the question of the elimination, wholly or partly, of t,h, 
customs frontiers between the four countries." Committ e. within the r pc· ·­
tive governments were appointed, but there has not yet he n a further m · •ting 
of a joint study group. 

The French and Italian Governments during the Pari Conf renee d cide<i to 
appoint an examining group to study the conditions unci r which a Franco­
Italian customs union might be established. n Decemb r 22 the J4 ran eo­
Italian Mixed Commi sion for the Study of a Custom · nion Bct.w 11 Franct 
and Italy announced the signing of a r port, t.h compl te text of which will be~ 
made public after examination and approval by the two govermn •n t . 'l~hi 
report recommends not only a customs union but a full conomic union b tw ·eu 

2 CEEC report, I, p. 35. 
a Representatives of the following countrirs attended as <lt'legatps: Austria, BPlgium, Dt•nm:u k, Franrr. 

Greece, Iceland, Ireland, Italy, Luxembourg, Netherlands, Portugal, Swit.zcrlantl, nitcd ringdom and 
Turkey. Norway, Sweden, Canada, Australia, New Zealand, South Africa and Indm sent obsl.!rwrs. 

• In particular article 4.2 according to which inter alia tht' common tariJT of the several countri s part ieipat­
ing in a customs union ought not on the whole to be hight•r or more stringent than the uvcmg •len! of tht 
duties applicable in the constit ucnt territories prior to the formation of such a union. 
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the two countries, to which other governments of Europe would be invited to 
adhere. The report is understood to make recommendations for integration in 
the field of agriculture, indu try, foreign trade, finance, tran port, manpower, 
and cu tom~ matter~, and for the e tabli ,hment of mixed committees to devise 
a joint approach on monetary matters. The report estimates that the economic 
union might be completed at the end of 4 or 5 year". 

The Benelux cu tom union, which was initiated prior to the meetings of the 
Committee of European Economic Cooperation in Paris, entered into effect 
January 1, 1948, a there ult of the exchange on October 29, 1947, of instruments 
of ratification of the Benelux Custom Convention. In addition to the customs 
union, agreement ha al o been reached to press for enactment of legislation for 
the unification of exci e, transmis ion, and luxury taxes, and to continue further 
·tudy of the problem connected with an over-all economic union. A summary 
examination of the experience gained in the establishment of the Benelux union 
er ·ed a: the point of departure for the Bru ~ el study group. 

On September 19 the Greek and Turkish Governments represented at the CEEC 
Conference in Paris agreed to devote attention to the study of a regional customs 
union between the two countries. Interministerial committees both in Greece 
and in Turkey are currently studying problems related to a Greek-Turkish customs 
union. After the two committees have completed their independent studies, each 
will prepare a specimen customs union as a basis for joint discussions. 

C. FINANCIAL AND MONETARY STABILITY 

In the general report to the Paris Conference the 16 CEEC countrie stated that 
the ''~ucce of [their] program depends on internal economic, financial, and 
monetary stability being restored, or maintained" and that where stabilization 
program are required, they will be carried out with determination.5 Twelve 
participating countries issued separate declarations to the Conference on the 
internal financial and economic reforms undertaken or contemplated.6 

Since the Paris Conference, the CEEC countries have intensified their efforts 
to attain budgetary balance, reduce inflationary pressures in general, and restore 
confidence in their currency. The extent to which the participating countries are 
at pre~ent attempting to help themselves i perhaps most strikingly illustrated by 
the examples of Italy and France. 

Italy 
In it._ declaration on financial policy to CEEC, the Italian Government recog­

nized that reestablishment of complete confidence in the currency is an essential 
J··ment of economic recovery. In accordance with the declaration, the Italian 

(JO\'Crmnent ha recently adopted everal important anti-inflation measures. 
uantitative restriction of bank credit by the Bank of Italy in September 194 7 

ha ~ limited its expansion for such inflationary purposes as the holding of speculative 
inv 'ntories and bidding up of scarce material prices. 

Thi , credit control ha been primarily respon.·ible for the price decline of recent 
month . T'ax revenue ha. increa ed steadily at a greater rate than the rise in 
price.: an production. Public expenditures have been reduced by cutting rail­
way and postal subsidies. 

To ~· trengthen the legal barriers against inflationary public finance, the Govern­
ment has decreed (1) that no increase in expenditure can be authorized until a 
corT •sponding increase in revenn ha~ been found; and (2) that a special law is 
r<'quir ·d to authorize the Bank of Italy to make advances to the Italina trea:::;ury. 
TIH>.'e mea:::;ures Hhould assiHt the Government in fulfilling it intention to balance 
thP budg t in 1947 48 except for recon:-;truction expenditures which are to be 
financed by internal loans and the lira proceeds of foreign loans. 

I I alv'H recent monetary reform has contributed to the establishment of a reali -
tic e.·~hang rate. On November 27, 1947, the former system of a fi. ·ed Govern­
rn 11t, buying rate (350 lire to the dollar) was changed to a monthly variable buying 
rat" ba:<:'d on the average free market rate during the preceding 30 days. Und r 
th new system the exporter sells 50 percent of his exchange proceeds in the free 
market and t.he remaining f50 p<'rcent to the Italian Government at 1 he Govern­
m nt buying rate fo.r the particular month in which the tran. action occurH. The 
h ldcr of th, .50 perc<'nt fr e exchange i~ obligat d to utilize it within two months 
forth· importation of listed commodities. ince this new system t nds to establish 
a rnorc realistic exchang rate, it should prov a stimulus to Italian export , 
ther ·by h •lping to red~1ce the deficit in the balance of payments. 

6 C E E C He port, I, pp. 26, 27. 
o EE Report, II, pp. 461, 524. 
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France 
In its declaration to CEEC the French GoYernment proclaimed it: intention 

to carry out a comprehen ive fi cal reform for the purpo e of puttina. an end to 
financing itself through advance ~ from the Bank of France, a?d to keep ~uve tment 
expenditures strictly within the limit of the re~ ource ' denved from mternal or 
foreign loans. 

A program, largely inspired by the French commitment to CEEC, wa propo. ed 
by the Ramadier government before the X ovember cabinet change. On the ex­
penditure side, it called for administrative economie , the elimination of nb. idies 
which had aggravated budgetary deficits, and the complete elimination of the prac­
tice of financing uncovered treasury need through advance from the Bank of 
France. On the receipts side, the program called for a comprehen ive fiscal 
reform whose main objective was to simplify and control more effectively the 
antiquated French tax system. 

This program has been accompanied by re triction of private bank credit 
through raising the discount rate, quantitative limitation of the volume of eredit, 
and measures to channel available credit away from peculative and other non­
productive uses and into priority sectors of the economy. 

These combined measures led to an immediate strengthening of the franc, but 
inN ovember the Communist-inspired strike wave further increased the magnitude 
of both the economic and financial problems. After having successfully overcome 
the immediate threat, the Schuman government propo ed the most drastic tax 
and economy measures any French Government has taken since liberation to 
achieve economic and financial stability. France' budg t for the calenclar yr.ar 
1948 incorporates the principles proclaimed in the French report to CEE ' and 
elaborated in the October program. The over-all civil budget i to be cnt. 10 
percent compared with 1947 in spite of price rises. A beginning has been made 
on tax reform and an increase of taxation. Expenditures have been further 
reduced by downward revisions of reconstruction expenditures foreseen under the 
Monnet plan. These measures are expected to result in a balancing of the ordi­
nary French budget for 1948 at about 900 billion franc and of the extra-ordinary 
budget at 30Q-350 billion francs. This compares with a budget deficit in 194 7 of 
27 4 billion francs. 

In its recent actions the Schuman government has undertaken to impose neces­
sary sacrifices consciously rather than to let them be worked out by the blincl 
forces of inflation. 

An adjustment in the foreign exchange value of the French franc was announced 
January 25 by the French Government. The new rate, the French b li ve, will 
encourage the export of French commodities, the co t of which had b com'! e. ·­
cessively high to foreign purchasers under the old rate of 119 franc to the dollar. 
The expected increase in French exports and tourist trade should, therefore, help 
France to acquire needed United States dollars and other foreign currenci . . For 
example, American tourists contemplating a visit to France will now receive over 
300 francs to the dollar instead of the forroer 119 francs. The adjnstm nt of 
French exchange rates so as to accord more accurately with present French co t. 
and prices is expected to promote in general a balance in the Fr nch int mat ional 
economic position. 

France also hopes that the more attractive rate will encourag Fr nch capita] 
now in foreign countries to return to France. Thi r patriation of capital would 
supply France with additional dollars. 

D. MANPOWER 

In their final report, the 16 CEEC countrie undertook "to remove progre-.sivdy 
the obstacles to the free movement of per on within Europe." 7 The :\lanpowcr 
Committee, established at the Pari Conference, was entrusted with "as <'.. ing 
the availabilities and requirements of labor among th participat.ing count.ri :- and 
of determining ways in which the coordinated tram:;f r~ of work rs b Lwt><m t.IH· e 
countrie can be facilitated." 8 After ecuring information from th participating 
countries, the American, British, and French zone commander:.; in Uc•rnwny, and 
the International Refugee Organization, the Commit.t e compl ted a report. vhich 
(1) showed manpower resource. and r quirem nts of thet' conntrir.8 a~ < f · 11 .u~ 
1, 1947, (2) reviewed action tak n by governm nt::; to mP.et manpowPr deficicnmc. 
or surpluses, (3) recommended that countries whose manpow r cl tici<•ncieH r.au11ot, 
be met from their own resources should C'xamine the pot:-~ ·ibilily of conclndin 

7 CEEC report, I, p. lil. 
s CEEC report, II, p. 437. 
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a n' m"nt...; for th' r<·crnitmeHt of 1nanpower, including di"placed per-..oH~. in 
ot h(•r onutrie . 

.\ c nferenre on maJJpowl'r, :pon:-;orcd by th Italian Governm nt, i::; to convene 
in H.o 111~ n January 2G 1 B-18. The In t •matiOJ:al Labor Office, the International 
Hefwre )r~aniz ion, t uc.l thP .Food and .: griculture rganization have been 
invit d to · 11d ob erv r~. a.· well as the Gnit d 'tat .:. Th conference will 
d vel p 1 a nre · t , utilize more effectively surplus manpower in ::;nch countrie 

I ly, to facilitat the movement of labor aero 's i11ternational houndarie.:, and 
impro,;e occupational qualification· and training. 

E. THE PROD TCTION J.~FFORT 

At the CgJ.,C ' uference th participating countrie · set certain production 
goc l which in th ·ir e"timation represented the. calc of agricultural and indu trial 
outpu which Inust be achieved to ~upply the need. of the European population 
in 1 U51. Th H) countri ~ undertook to u . e all their effort.' to develop their 
nation I production in order to achieve the ·e goal.. 

Howev r, bcfor · the natioual productive ·ffort can be mad effective, the e.'­
. entiul ra v material. mu ·t be forthcoming. The attainment of the~e pr duction 
target d pends in Yarying clegreeR upon the increa. ed upply of c.'s ntial imports 
fr m the \r'"'st.;rn II mbph re. \Yithin the limit impo ed by hortages of n ce -
ary ounnodities and cli~oro· nization of production due to strike~, there has been 
ignificant progre .. · in three of the mo:t important fields figuriug in the production 

pro....;r m "' t a· Pari:. 
The· 11itecl Kingdom has increa~ed coal product ion from a weekly rate of about 

3.5 I1illio11 ton:;; la. t ~mumer to a rate of 4.4 million ton~ in Decernber. Coal 
xport:- to the ontinent have been rr>~um •d. oal production in the Ruhr 

r achu1 a daily rate of 27.5,000 tom:; in Decemb ·r as compared \\ith 216,000 tons 
1 t .ra,·. 

E rly. la:t fall tho French Government revi.' d :;harply upward the b cad crrain 
arr o" ~ al for 1!)1S, originally fixed at 84 p rcent, to 9:5 p rcent of the pr ,·ar 
a,· ·rage . It i: t.her ·fore ( :i imatcd th~t France will produce 400,000 toilS more 
th. 1 th original 'EE 1 e:timate for the con umptiou year H)48-49. In addition, 
thP l• r 'nch Uo •cn1m~nt now plan.~ to rai e bread grain production in French .... T orth 
\f iea to 4 million ton· annually a· compared with the EE extimate of 3.5 

milJiOII . 
.\II the principal European .·te !-producing countri . except the United Kincrdom 

( ) rmany, France, Belgium-Lux mburg, and Italy) ub 'tantially increased 
th ir 1. 47 cruel"'. t •el production over 1946. In the case of B lgium-Luxemburg, 
1947 produ tion surpassed 1U38. v.Thil 1047 productiou in the United Kingdom 
wa "Jirrhtly b low 1U46, output in th Ja. t quarter of the year wa · at an annual 
rat" in P.·cc:._ of 1046, achif>ving in Octob ·r an all-time high annual rate of 14.3 
nilli n ton· . 

. p H'l I ..,II' TIO~ BY CEI!;C COl' .\'1'RIEK I:\ Tim E '0. ·o:\II' 'Ol\11\II ::-HO,. FOR EUROPE 

'I h.! Chl~ r ·port e.'tabli:;hed th priuciplc that "wherever 'uitabl' intemational 
m ·hin·rv xi:t::>, it b the dc'ire of the participating countrie:-5 that thes ta ks 
houll he ·ffcctivoiy followed up within th fram work of th United ~ation. ,"9 

an ref<>rred particularly to the forthcoming mcPt.ingK of the co,nrnittees and 'Ub­
comiJlit tP ,' of the Ecouomic Commi: ion for Europ '. Five of th ~ixt en coun­
tri , uot a· y t. b ing mcmb 'I".' of the United Xation~, are not m mb rt:i of the 
Lc' nond(• ormui. " ion for Europe, but tlH!Y have becu invited to tho: nll'eting 
f comn itt ·: of t.h • Cornmi. sion in which they have indicated an illt ·rc:t. 

ummodily committee/3 
1l'chui ·al romlllit t ·Ps havc> he<·n <"·tablishcd by E 1 E to clt>al \dth a wick• r nge 

of mmodity prohl(•m:. Th • 'ual 'or1tmittec haH taken over the work of the 
f rnwr E11ropc•ar1 ( 'oaJ Organi~at io11 in reconunencling allocatim1s of coal. A 
F •rtilizc>r Subcolllmit tc· · ha ·Ill ·t to make rccommeiHlation: for incr asing procluc­
ti 11 of uit ro •nuou. fert ili~c·r-.' , and a Tilnbcr ~ 'ubcommit.tc ha: been e:tablish d 
to m· k1• r cunHil<'IJdat ion: for incr a. ing production of timb ·r, particularly ·oft­
\\ 1d ·. \ ~ll'<·l ;ormnitt<·<· hus lw ·n cr(•att•d, with .. ·ubcommitf('(' ' un ball be. r-: 
111 r, , onv • •or },< 11 ing :111d f:PrHJili i!J:ulator.', ~dl of whi han· in. uch. bort. upply 
111 huropt' that t lwy an· hnmp<·ring product io11 < f importa11t typ •:-; of manufac­
tt riug eqtliJ,IlJ(!Ilt. I IJ addition the , ' t<·<:l Comlllitt<!<', in coopC'ration with the 
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Coal Committee, plans to give consideration to the possibilities of increasing 
steel production by a more effective utilization of exi ting coking capacity and 
better distribution of metallurgical coke, as sugge ted in the CEEC report. 

Inland transport committee 
Some of the most significant achievements of ECE thus far have been in the 

field of European inland transport. The Inland Tran port Committee has 
taken over the work formerly performed by the European Central Inland Trans­
port Organization. As a result of the work of the Rail Transport Working 
Party, 12 countries and the bizonal area of Germany have agreed to reestablish 
as of :March 1, 1948, the prewar syst em for exchanging freight cars. This arrange­
ment had the advantage of providing a regular procedure for the return of indi­
vidual cars to countries of ownership, thus facilitating the flow of traffic aero s 
international borders. Its adoption will eliminate the chaotic situation which 
has prevailed since the war under which no country would return car without 
a compensatory movement from another country. 10 As a result of the work of 
a Road Transport Working Party, eight countries, together with the we tern 
zones of Germany, agreed to grant on a reciprocal basis freedom of operation for 
6 months to highway trucks engaged in transit movements through their terri­
tories. In addition, the three German zones, Denmark, the Nether lands, Sweden, 
and Switzerland agreed also to grant freedom of movement for all other interna­
tional transport of goods by highways, thus allowing the direct delivery of goods 
from the factory or farm in one country to the con umer in another. 

The Road Transport Working Party has also made progress on the longer run 
problems of highway development. It has formulated plans for a network of 
improved interconnecting international highways designed to increase the effi­
ciency of through truck traffic by eliminating the poor roads which heretofore 
clustered around international boundaries. 

Electric power comm1'ttee 
The Electricity vVorking Party of the CEEC Conference in Paris proposed an 

International Program for additional electricity generating plant projects in Italy, 
France, Germany, Austria and Switzerland, in order to supplement national 
programs for plant extensions. 11 Implementation of this program would require 
that the United States supply certain equipment which will not be available in 
Europe, so no further steps have been taken to commence actual construction 
of the plants. The Electric Power Committee of ECE has, however, continued 
the work begun at Paris. This has involved a continuing survey of Europ an 
large-scale power resources, examination of a possible international high-tension 
network, and of the desirability of further standardization of electrical equipment. 

Mr. LoDGE. As I understand it from you, Mr. Secretary, you 
would not be very optimistic about the success of this program unle s 
some very definite steps are taken, not only for self-help within each 
of these countries, but for a certain amount of, let us say, econon1i 
federation among these countries; is that correct? 

Secretary MARSHALL. That is one of the most important con id ra· 
tions in the -entire program. 

Mr. LoDGE. Thank you very much, sir. 
Chairman EATON. Mr. Jackson? 
Mr. JACKSON. Assuming you are twice as weary as anyone lse 

around the table and believing that humanity like charity should 
begin at home, I yield back the balance of my time. 

Chairman EATON. Mr. Secretary, on behalf of the committee, I wish 
to thank you for your very informative testimony today. 

However, I would like to say one thing before we brcal up: Dr. 
Judd made a reference to the Chief of Staff and exprc sod tlw hop· 
that this new Administrator might be something like the lat Chief of 
·Staff. I can only say on behalf of the committee and tho entire H use 
of Representatives, I think, that if we could find in this country an 

1o The prewar system was administered by the RIV (Rogol:lmento-Intcrnationale Veicoli or International 
Wagon Union). 

u CEEC report, II, p. 175-178. 
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Administrator comparable to the Chief of Staff, and his ability and 
success, the whole country would be immensely pleased. 

We will meet tomorrow morning at 10 o'clock in the Ways and 
~1eans Committee room, and Ambassador Douglas will be the witness. 

Thank you. 
The meeting is adjourned. 
Secretary MARSHALL. Thank you very much, Mr. Chairman, and 

you gentlemen for your kind treatment. 
(Whereupon, at 5:10 p. m. the committee adjourned to Tuesday, 

January 13, 1948, at 10 a.m.) 

• 
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